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DEFENSE PRODUCTION ACT 
(Progress Report No. 28—United States Tin Corp. Loans) 


WEDNESDAY, JULY 7, 1954 


Unirep Srates Conaress, 
JorInT COMMITTEE ON DEFENSE PropucTIon, 
Washington, B: G: 


The joint committee met, pursuant to call, at 10:05 a. m., in room 
301, Senate Office Building, Senator Homer E. Capehart (chair- 
man) Mew 

Present: Senator Capehart; Representatives Gamble (vice chair- 
man), Talle, and Brown of Georgia. 

Also present: Harold J. Warren, counsel; Allen E. Pierce, staff 
director ; and Carmine Bellino, accounting consultant. 

The Cuarrman. The committee will please come to order. 

I would like to read a statement before we proceed. 

We are starting hearings today by the Joint Committee on Defense 
Production into loans of nearly $3 million by this Government to the 
United States Tin Corp. for both explor ation and development of tin 
and tungsten deposits located at its Lost River mine on the Seward 
Peninsula, about 90 miles northwest of Nome, Alaska, and about 40 
miles from the Siberian border. 

The Lost River mine was discovered in about 1903. Since that 
time, it has been the scene of varying degrees of activity, with some 
periods of complete inactivity. 

Primarily, it was a placer operation until the time of these loans. 
The Government investment, among other things, was for the pur- 
chase of equipment for underground or lode mining. After 1951, 
there were no further placer operations. 

Winters in the Lost River area are extremely severe, with tempera- 
tures as low as —40° not uncommon. Surface water for mining 
operations does not start to thaw until June. Placer mining activity 
in this area is possible during 4 months only of each year—June, 
July, August, and September. 

This is one of many loans made under the Defense Production Act 
of 1950, as amended. Under that act, appropriations were authorized 
up to $2.1 billion for V-loans for defense, for exploration and develop- 
ment loans for defense, and for long-term purchases and commit- 
ments to purchase critical and strategic minerals and metals so essen- 
tial to the national defense. 

Three specific sections of the Defense Production Act deal with 
Federal assistance : 

Section 301, V-loans for defense: The Government is authorized to 
guarantee up to 100 percent, with the loan being made by a local 
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2 DEFENSE PRODUCTION ACT 
lending institution and that institution being charged a sliding scale 
rate for the guaranty by the Government. 

Section 302: Direct defense loans by the Government for a number 
of specific purposes, including— 
* * * the exploration, development, and mining of strategic and critical metals 


and minerals * 

Section 303 : Long-term purchases and commitments— 
(1) to purchase metals, minerals, and other raw materials, * * * and (2) for 
the encouragement of exploration, development, and mining of critical and 
strategic minerals and metals * * *, 

At the same time the Congress established the various Federal 
assistance programs mentioned above to aid the defense effort, it 
created the Joint Congressional Committee on Defense Production, 
( ommonly referred to as the watchdog committee. 

It is the stated duty of our committee to make a— 
continuous study of the programs authorized by this Act, and to review the 
progress achieved in the execution and administration of such programs. 

Staff studies of various programs under the act and hence under 
the primary jurisdiction of this committee have been made from 
time to time. 

The purpose of this hearing is to study the loans made to the United 
States Tin Corp. under the lending provisions of the Defense Pro- 
duction Act of 1950 to determine whether the taxpayers’ funds were 
conscientiously and judiciously expended. This case embodies the two 
lending features of the act, namely, V-loans and direct loans. 

During the course of this hearing, or perhaps at a later date, the 
Joint Committee on Defense Production will scrutinize other V-loans, 
direct loans, and long-term commitments made as a result of the 
Defense Production Act of 1950, 

The intention of this committee is to approach the subject objectively 
and in a proper climate, obtaining all facts bearing on the authori- 
zation and disbursement of these loans. It intends to call all witnesses, 
both Government and non-Government, who can contribute facts that 
will aid in the objectivity and accuracy of the conclusions ultimately 
adopted by the committee. 

As you gentlemen know, I am chairman of the committee and Mr. 
Gamble is the vice chairman, This is a joint Senate and House 
committee. Mr. Warren is the chief counsel for the committee. Mr. 
Pierce is staff director. Due to the housing legislation and the FHA 
investigation, Mr. Gamble is going to conduct most, if not all, of these 
hearings. I regret that there are not more members of our committee 
here this morning. I know how busy all of them are. They have a 
lot of things to do. I might say this off the record. 

(Discussion off the record.) 

The CHarrMan. Our first witness will be Mr. Charles W. Merrill, 
Assistant Chief, Minerals Division, Bureau of Mines. Mr. Mer rill, 
will you please come forward? Mr. Merrill, will you please be sworn? 
Do you solemnly swear the testimony you are about to give will be 
the truth, the whole truth, and nothing but the truth, so he sip: you God? 
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DEFENSE PRODUCTION ACT 3 


TESTIMONY OF CHARLES W. MERRILL, ASSISTANT CETEF, 
MINERALS DIVISION, BUREAU OF MINES 


Mr. Merrit. I do. 

The Cramrman. Mr. Warren will start the questioning. I presume 
it will take the biggest part of this week. This week we will hear 
only Government witnesses; then either next week or the week after 
we will hear non-Government witnesses on this matter. Mr. Warren, 
why don’t you start the proceedings with some questions? 

Mr. Warren. Will you state your present position, please, sir ? 

Mr. Merrit. Mr. Chairman, I am Charles W. Merrill, Assistant 
Chief, Minerals Division, Bureau of Mines, Department of the 
Interior. 

Mr. Warren. What was your position on November 18, 1950, when 
the first application was fil led for a loan by the United States Tin Corp. 
over the signature of H. R. Fischnaller ‘ 

Mr. Merri. My position with the Bureau of Mines at that time 
was Chief, Base Metals Branch, and Acting Assistant Chief, Minerals 
Division, the position I now hold. My position with respect to the 
Fischnaller application was ” at I was the Acting Chairman of the 
Nonferrous Metals Committee of the DMA—Defense Minerals Ad- 
ministration. 

Mr. Warren. Will you state the date on which the Defense Min- 
erals Administration was established and the authority under which 
it was established ? 

Mr. Merri. The Defense Minerals Administration was estab- 
lished under the authority of the Defense Production Act of 1950. 
The exact date of its establishment I am not sure. 

The CramrMan. Do you have an attorney from your department 
present, Mr. Merrill? If you do, he may sit up here with you, or any- 
one else, if they will be helpful to you in answering questions. That 
goes for all witnesses. Anyone that can be helpful to you, do not hesi- 
tate to have them come up and sit alongside of you. We are only 
interested in the facts. That is all. What are the facts? 

Mr. Merritt. The establishment of the Defense Minerals Adminis- 
tration was a very complicated matter. The Department of the In- 
terior prepared a letter setting that forth and addressed it to Senator 
Capehart. It was signed by Assistant Secretary Felix Wormser. 
That sets forth these facts. I have a carbon here, and I believe you 
have the original in your file. 

Mr. Warren. What were the Executive orders which were issued 
under the Defense Production Act under which you operated ? 

Mr. Merri. There again I would only answer if I were to con- 
sult the records. I can furnish you that information, and I believe 
it is in the Wormser letter. 

Mr. Warren. Can you refer to your letter and see what those Execu- 
tive orders were ? 

The Cuatrman. Without objection, the letter you refer to will be 
made a part of the record. We have that. We will make it a part of 
the record. This insert, and all other inserts, will appear in the record 
at the end of the oral testimony in each instance. (See p. 28.) 

Mr. Warren. Was it Executive Order No. 10161? Can you identify 
this as being the Executive order under which you operated? 
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Mr. Merrit. I can read from the letter here: The powers and 
authorities under which the purchase contract was entered into as 
they existed at the date of the contract, were as follows: The law 
being the Defense Production Act of 1950, section 303, Executive 
Order 10161, September 9, 1950, Executive Order 10200, January 3, 
1951, Defense Production Administration Delegation No. 1, January 
24, 1951. 

Mr. Warren. Can you quote the language in those Executive orders 
which give the authority ? 

Mr. Merritt. In Executive Order 10161, “Upon the certification”— 
no, delegates this power to the General Services Administration, “Upon 
the certification by the Secretary of the Interior ;” 10200 continues the 
delegation of this power to the General Services Administration, to 
be exercised only upon the certificate of the Defense Production Ad- 
ministration. That would give no authority to Interior, but explains 
the authority under which the contract moved forward. 

Mr. Warren. Do I understand that under these Executive orders 
the Department of Interior did not have authority to guarantee loans 
or make loans under the Defense Production Act ? 

Mr. Merriww. That is correct. 

Mr. Warren. Will you state the date on which you became asso- 
ciated the Defense Minerals Administration and tell the committee 
something of your qualific: ations for the position which you held? 
Can you approximate the date? 

Mr. Merriix. In a memorandum of November 15, 1950, commodity 
committees are set up, nonferrous metals, of which I was made a mem- 
ber to represent the Bureau of Mines. 

As to qualifications, I am a mining engineer. At that time I had 
been in the service of the Bureau of Mines continuously since 1928. 
Before that I had worked in the mines and held positions as high as 
superintendent. In the organization of the Defense Miner ‘als Ad- 
ministration it was necessary to recruit a new staff. The Adminis- 
trator of the Defense Minerals Administration was James Boyd. He 
was also director of the Bureau of Mines, a position he did not re- 
linquish when he accepted this Administrator assignment. Conse- 
quently, in order to get things under way he asked some of those who 
were in the Bureau of Mines to serve on an acting, temporary basis 
while the staff was being recruited. 

Mr. Warren. What was your responsibility with the Defense Min- 
erals Administration ? 

Mr. Merritt. When applications were checked in with the De- 
fense Minerals Administration, they were sent to these commodity 
committees for consideration. The commodity committee was to 
direct itself toward the question of what was called nee essity, that is, 
whether this project was necessary to the defense of the United 
States. 

In making that determination you had to determine what the 
requirements for the commodity in question would be, what the likely 
supply would be, and if you discovered a deficiency you then had to 
make a determination of whether this project would contribute to 
filling that gap better than any other set of proposals that were 
before you. Having made that determination, the project then was 
considered from a standpoint of feasibility, from a technical stand- 
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point, and that called for the referral of the proposal to a field team 
which made an actual, on the ground examination. 

The Cuarrman. You are with the Division of Mines? 

Mr. Merritt. Bureau of Mines. 

The CuHarrmMan. Bureau of Mines now ¢ 

Mr. Merrixt. | still am. 

The Cuarrman. How long have you been with them? 

Mr. Merry. Twenty-five years. 

The Cuarrman. You have been with the Bureau of Mines 25 years? 

Mr. Merri. Yes. 

The Cuarrman. And you are with the Bureau of Mines today ¢ 

Mr. Merriww. Yes, sir. 

The CuarrMan. You were also the head of what? 

Mr. Merritt. The Nonferrous Metals Committee. 

The CHarrman. Of the 

Mr. Merrity. It was a joint committee serving the Defense Minerals 
Administration, and had representatives on it presumably of the 
Bureau of Mines, the Geological Survey, and the DMA. As I reeall 
it, there was nobody from DMA at that time. 

The Cuarrman. Were you the chairman ¢ 

Mr. Merri. Yes, sir. 

The Cuarrman. Did you have the whole 100 percent responsibility 
of loaning this sum of $3 million to this United States Tin Corp. ? 

Mr. Merrit. I had no responsibility with respect to making a loan. 

The Cuatrman. Did you have the complete 100 percent responsi- 
bility for recommending that the loan be made? 

Mr. Merri. I had a responsibility for making the recommenda- 
tion to my superiors, which represented a considerable chain. I 
would make a recommendation to the Operating Committee, and 
that would be shaped up and sent to the Production Expansion Divi- 
sion. That, in turn, was turned over to the Secretary of the Interior, 

who actually made the recommendation. 

The Cuairman. Did you recommend that thi United States Tin 
Co. be loaned some $3 million. 

Mr. Merritt. At the time that I made my recommendation the 
application was for a much smaller sum, between $300,000 and 
$400,000, I believe, and that was what I recommended. 

The Cuarrman. In other words, the application at that time was 
for a much lesser amount, $300,000 or $400,000? It has since grown 
to $3 million. 

Mr. Merrity. That is correct. 

The Cuarrman. Had vou known it was going to grow to $3 million 
would you have recommended the $400,000 at that time? 

Mr. Merri. I think the answer is “Yes,” because in my report on 
it I made special provision for surveillance, for watching the suc- 
cessful operation so that if success was gained it could be expanded 
to a much larger size. 

The CuHarrman. Is it a fact that so far you have received no tin 
from this mine? 

Mr. Merriw. I am not sure whether there has been any production. 
The thing passed beyond my jurisdiction long, long ago. 

The Vice Cuarrman. Are you through with it when you make 
your recommendation for the loan and the loan is made? Who 
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gets supervision then? You say you were going to watch very care- 
fully to see that it was carried out. I wondered who did that, if any- 
body. 

Mr. Merrett. There was some reorganization after that time. So, 
it is a little hard to give you a direct answer. But it was assumed at 
that time that the Defense Minerals Administration would continue 
indefinitely, whereas it only continued for about 5 months. The ac- 
tual, on- the- ground investigation would have been by the field team. 
Their report would have come in presumably to the DMA. As a 
matter of fact, that was not the way it worked. 

The Cuarrman. You feel this mine will be a success? 

Mr. Merritt. I still think it is the kind of a proposal that a mining 
man would view with great interest. There are factors that would 
make me discouraged. The price of tin is half what it was when 
we made the recommendation. There have been several changes of 
management, which would indicate that they were not successful in 
recruiting high-grade management from the beginning. So that I 
would think that if we had the price, at the time we made the recom- 
mendation, there would have been a very good chance of it being 
carried forward. 

The Cuarmrman. Are you familiar with the fact, as we go forward 
here, that there is a discrepancy brought out in what was actually 
filed and what existed at the time and existed later, such as no water, 
when it was represented there was water, roads when there were no 
roads, and many other things; are you familiar with those? 

Mr. Mere. I have been told of them. I haven’t made the kind 
of investigation which I would feel was positive evidence. 

The CHarrman. When you put your stamp of approval on this 
matter back in 1950—was it 1950? 

Mr. Merri. 1951. 

The Cuarrman. Did you satisfy yourself at that time that there 
was plenty of water, that there were roads, that there were other 
conditions that were perfect or were satisfactory ? 

Mr. Merritt. We took that under consideration, and that was the 
reason we reduced the application from a request of a 100-ton mill 
down to a request for a 1-ton an hour mill, which would be a 24-ton 
mill, because in the report that I made, and of which you have a eopy, 
we stated that there were many hazards in a new operation, the re- 
cruiting of a labor staff, the development of a management, the de- 
velopment of underground openings from which the ore could be 
derived, the building of a mill that could treat the ore, and the de- 
velopment of a process that could treat it since this ore had never 
been treated except on a laboratory basis. 

So that while we did not prove those points, we recognized the 
strong possibility that they would cause major difficulties. That is 
why we recommended a small pilot plant approach with special pro- 
visions for rapid expansion as the various difficulties were solved. 

Mr. Warren. What did you find the grade of ore to be at that time? 

Mr. Merrtiu. There were a number of different blocks of ore. The 
block that we had in mind for the mining, which would have been 
enough to supply this mill for 8 years, which should have paid it off, 

ran a little over 1 percent. In quantity it was around 70,000 tons. 

Mr. Warren. Is that high-grade or low-grade ore? 
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Mr. Merriti. At that time it was about $40 a ton, which in the 
United States was very high grade. But in that part of Alaska 
maybe I shouldn’t distinguish that from the United States, but con- 
tinental United States—it comes pretty close to being marginal. 

Mr. Warren. What percentage of the annual production was de- 
rived from placer operations at that time? 

Mr. Merritt. We had only the statement of the applicant that he 
had carried on this placer operation for two seasons, and that he had 
a considerable quantity of his concentrate in the United States, I think 
in Tacoma or Seattle, awaiting further treatment and sale. 

Mr. Warren. Wasn’t it your duty to check the statement of the 
applicant in the application ? 

Mr. Merriii. No; I don’t think we could have gone to that extent. 
We were under enormous pressure to get something done. The DMA 
had been in operation for—— 

Mr. Warren. Where was the pressure from? 

Mr. Merrwti. From the—I would say—partly from Congress, and 
as they represented the people out in the mining area that believed 
that the resources of the West should be brought in—— 

The Cuatrman. The facts are while you may have been under pres- 
sure you still don’t have any tin? 

Mr. Merrizy. That is right. 

The CuHarrman. I hand you the letter that you wrote under date 
of December 13, 1950, to the executive officer of field team, region 1, 
and ask you to read the second paragraph. First, you did write that 
letter? 

Representative Brown. I would like to know how much money the 
Government has loaned this corporation. 

The Cuairrman. About $3 million; isn’t that correct? 

Representative Brown. Has there been any tin yet ? 

The Vice CuarrmMan. No. 

Representative Brown. You say tin is worth about half of what 
it was 3 years ago? 

Mr. Merritz. About half. 

Representative Brown. How do you expect to get any money out of 
it, make any money out of it?) How does the Government expect to get 
its loan back? 

Mr. Merritt. We had an engineering report that indicated that the 
cost of producing tin would be considerably less than the return from 
the treatment of this ore on the assumption that the mining costs 
and the recovery costs and the recovery percentage would be as tests 
indicated. The margin was substantial. 

Representative Brown. You still don’t have any water, and you 
still don’t have the road; is that true? 

Mr. Merritt, I understand that they do now have water, although 
my connection with it was broken 3 years ago, so that I don’t have 
direct information on that. 

Representative Brown. What have they done with the money ? 

Mr. Merritt. Well—— } 

Representative Brown. What do they have for assets ? 

Mr. Merri. They have a large mill that they have built. They 
have opened up the underground workings which they found to be 
partly caved. They have driven some new openings, including the 
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sinking of a winze underground, and a considerable amount of 
drifting. They have opened up stopes underground. 

Representative Brown. That is all. 

The Cuarrman. Will you read the second paragraph of that memo- 
randum, please? You did write that memorandum ? 

Mr. Merrit. Yes. 

The CuarrmMan. Will you read the second paragraph ? 

Mr. Merritt (reading) : 

The property which he proposes to develop has been the subject of investi- 
gation— 

The Cuatrman. Who is “he”? You had better read the first para- 
graph. ; 

Mr. Merritt (reading) : 

The United States Tin Corp. application 


let me identify this. This is a memorandum I wrote as acting chair- 
man of the Nonferrous Metals Committee to the executive officer of 
field team who was to make investigation of this property shortly after 
the application had been received from the United States Tin Corp. 
The Vice Cuatrman. Who is it addressed to? 
Mr. Merriiu. It is addressed to the executive officer of field team, 
region 1. That is Alaska. [Reading:] 


The United States Tin Corp. application, as presented by H. R. Fischnaller, 
president, has been reviewed by the Nonferrous Metals Commodity Committee 
and is referred to the field for investigation and recommendations with the fol- 
lowing points given due consideration. 

The property which he proposes to develop has been the subject of investi- 
gation by the Bureau of Mines and Geological Survey in the past. The appli- 
cation as submitted is obviously deficient in many important ways, but data 
acquired by the Bureau and Survey should make up for many of the deficiencies 
of the application. Nevertheless, we need clearer information on what Fisch- 
naller has and what he proposes to do. Evidence indicates that he may very 
well have the ore that he claims, and the proposition is worth considerable 
study, particularly as there may be much larger tonnages than he claims that 
contain a lower grade of ore (1 percent tin or more). 

The Bureau should review mining and milling feasibility and check mining 
and milling costs. The Bureau (Heide)—that was our engineer up there— 
presumably also has reserve estimates that should be checked against Fisch- 
naller’s figures, and the Survey (Killeen)—who was the Survey’s geologist— 
should make an estimate of reserves. 

Applications for a purchase contract and for tax amortization on certificate 
may be warranted. 

Fischnaller should be evaluated as an operator. 

It is signed by myself. 

The Cuatrman. Did anyone put any pressure on you to approve 
this application ? 

Mr. Merritzi. Not serious pressure. We did receive a letter from 
Mr. Fischnaller. 

The CuatrrmMan. Who is Mr. Fischnaller? 

Mr. Merrity. He is the president of the United States Tin Co. 
and the responsible officer that made the application. 

The Cuatrman. Where does he live? 

Mr. Merritt. His headquarters are in Seattle. 

Che Cuarrman. Is he a banker or mining engineer or miner ? 

Mr. Merritt. I am told he is a promoter-type banker. 

The Cuarrman. He is a promoter-type banker? 

Mr. Merry. Yes. 
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The Cuatmrman. Was there any pressure used on the part of any- 
one to get you to approve this applic ation ? 

Mr. Merrrix. Not in the objectionable sense, I would say. There 
was a letter from him to the Secretary asking 

The CuHatrman. Who was the Secretary at the time? 

Mr. Merrivyi. Secretary Chapman. It was answered by Mr. C. 
Girard Davidson, who was Assistant Secretary. 

The Cuarrman. What pressure did he put on? 

Mr. Merriti. He just wrote and said that we should, or he would 
like us to get on with this application, and so on. 

The CHairman. Then Mr. Chapman took the matter up with you? 

Mr. Merrity. I prepared the letter which was signed by the Assist 
ant Secretary. 

The CuatrMan, In answer to his letter? 

Mr. Merritt. That is correct. 

The CHAtRMAN. Can we have a copy of that letter? 

Mr. Merritu. I haven’t the incoming letter. I have furnished the 
reply I prepared for Mr. Davidson’s signature. 

The CHarrMANn. You talk in that letter, that memorandum, about 
deficiencies. What were those deficiencies ? 

Mr. Merritt. Well, the consumption of tin in the United States 
at that time was somewhere in the neighborhood of 60,000 to 70,000 
tons. The production in the United States was maybe 2 or 3 

The CHArRMAN. You are talking about deficiencies of the mine: 
weren't you? 

Mr. Merritx. In the letter—excuse me. 

The CHarrmMan. In the letter you just read. You were talking 
about the deficiencies of the application. What were the deficiencies 
of the application ? 

Mr. Merritu. I haven’t it before me, but it was a very, very sketchy 
application for a man who wanted to obtain 

The CHARMAN. Were some of the deficiencies the lack of water, 
the lack of roads, the lack of know-how on the part of the owners or 
sponsors? It is just 40 miles from Siberia; isn’t it? 

Mr. Merriitx. I am not certain of that distance, but it is very close. 

The CHatrMan. | think you will find that is true. Is it true vou 
could only mine 4 months of the year? 

Mr. Merritt. That you could carry on placer mining on the surface 

The Cuamman. You could operate underneath 

Mr. Merritt. Anytime, assuming that you had a supply of water 
to use in your mill. 

The CuarmMan. What other deficiencies were you thinking about 
when you wrote that memorandum ? 

Mr. Merritt. He gave very little information about the milling 
process that he intended to use. As I recall it there was no informa 
tion at all on the machinery he was going to buy. He had some lump 
sum of maybe $100,000 for a mill, and a mill being a very complicated 
assemblage of machinery, we felt that not only should have what we 

call a flowsheet but we should have some kind of certification by a 
metallurgical engineer that this seems to be the type that could be 
used successfully on this ore. The application was sketchy in almost 
every department. 

The CuarrmMan. Did you know a Mr. Kadow at the time? 

Mr. Merrit, Yes. 
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The Cuairman. Was he with the Bureau of Mines or the Interior 
Department at that time? 

Mr. Merritt. He was with the Department of the Interior. 

The CuarrmMAn. At this time? 

Mr. Merritt Yes. 

The Cuarrman. How did he get in on this application ? 

Mr. Merritt. He was attached to the Alaska branch. I believe he 
had been the head of the Alaska field team which was supposed to 
coordinate various activities of the Government for the development 
of the natural resources of Alaska. 

When this thing came to his attention, he came to my office and 
said that he thought that here was a great opportunity for the Depart- 
ment of the Interior to carry out its broad objective of developing 
Alaska; he hoped that I would give full consideration, and soon. He 
also knew Mr. Fischnaller and spoke well of him. 

The CHarrman. That is Mr. Kadow. He was an employee of the 
Federal Government ? 

Mr. Merritz. Yes. 

The Cuatrman. Working in Alaska? 

Mr. Merritt. He was at the time in the Secretary’s office, but he 
had spent much time in Alaska. 

The CuHairman. Who was the Secretary at that time? 

Mr. Merri. That was Secretary Chapman. 

The CuHarrman. Kadow worked in his office, but spent a lot of time 
in Alaska ? 

Mr. Merriwy. Yes. 

The CHarrman. He came to your office and said, “Now is the time 
to do” what ? 

Mr. Merriti. This is an opportunity to carry out the Department 
of the Interior’s general policy of development. 

The CHarrman. Did he mean developing this United States tin 
mine ¢ 

Mr. Merritt. He was thinking of that specifically. 

The Cuarrman. Now is the time to act? 

Mr. Merrity. Yes. 

Mr. Warren. Mr. Merrill, did you at any time have lunch with Mr. 
Kadow prior to this meeting you have referred to and discuss the 
United States Tin Corp. loan with him? 

Mr. Merritt. No. Maybe I should qualify that. We have a staff 
diningroom in the Interior Department, and it is possible that he 
joined me when I was—— 

The CuarrmMan. Mr. Kadow is now what. What is he doing now? 

Mr. Merritx. I am not sure what his connection isnow. He became 
an officer of the United States Tin Co. after he left the Government. 

The CHarrman. Did he leave the Government shortly after this 
application was made? 

Mr. Merrity. As near as I could set the dates, he left almost exactly 
the same time. 

The Cuarrman. The time this application was made? 

Mr. Merritt. The time the application that was recommended. 

The Cuarrman. He left the employ of the Government and became 
an officer of the United States Tin Co. ? 

Mr. Merritt, That is my understanding. 
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The Cuarrman. In what capacity? President, vice president, gen 
eral manager / 

Mr. Merritw. I think first as a consultant, though I only speak 
from memory and things he told me. He used to drop in and see 
me from time to time. But he later became an officer, and I think 
president. 

The Cuarrman. And still is an officer? 

Mr. Merruww. I think not. I think he has been separated from it. 
I may be wrong on that. 

The Cuarrman. He was in the office of the Secretary of the De 
partment of the Interior, spent a lot of time in Alaska, learned of 
this United States Tin Co., and said to you, “Now is the time for the 
Interior Department to do something,” and he resigned his position 
and went with the United States Tin Corp. and you did do something? 

Mr. Merriuy. That is correct. 

The Cuairman. Is that about the chain of events? 

Mr. Merritt. That is correct. 

The Cuarrman. Mr. Kadow became an officer and stockholder in 
the United States Tin Corp. ? 

Mr. Merrit. I presume a stockholder. He said he had money in it. 
I don’t know how he got it in. 

The Cuarrman. You don’t know whether he put the money in 
before or after the Government decided to make the loan? 

Mr. Merritt. I would think after, but I don’t know. 

Mr. Warren. Were you shocked when you learned Mr. Kadow had 
gone with United States Tin Corp. after using the influence of the 
Secretary of the Interior’s office to procure this loan ? 

Mr. Merriut. I think that would be the correct word to use, though, 
I thought it over at the time and I did not know there was anything 
illegal about it. I couldn't tell what he had had in mind when he was 
talking to me. 

Mr. Warren. If the facts deve loped here indicated that Mr. Kadow 
knew at the time he contacted you that he was going with the United 
States Tin Corp. in an official capacity, would you say that he used his 
office for his own personal advantage ¢ 

Mr. Merriiy. I wouldn’t know. I presume some men can keep their 
minds compartmentalized. 

Mr. Warren. Did he ever tell you that he intended to go with the 
United States Tin Corp. in any capacity ? 

Mr. Merriii. He did not; that is, during the time he was with the 
Government. 

Mr. Warren. Did he indicate to you he was a representative of the 
Secretary of the Interior’s Office, or did you recognize him as such? 

Mr. Merrit. I recognized him as such. 

Mr. Warren. Did you ever learn in any way that he was working 
for the United States Tin Corp. in these negotiations at that time? 

Mr. Merriiu. No, sir. 

Mr. Warren. You made reference to your contact with Mr. Fisch- 
naller. What was your first contact with Mr. Fischnaller ? 

Mr. Merriuy. It would be hard to remember the exact date, but I 
think it was in 1946 or 1947. He called at my office and told me about 
owning this mine in Alaska, and expressed a hope that there might 
be some way for the Government to help him bring it into production. 
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Mr. Warren. Mr. Merrill, I believe that I have seen in correspond- 
ence where you had rejected this project prior to the time that Mr. 
Kadow contacted you. 1s that statement true or not? Had you re- 
jected it in conversations with Mr. Fischnaller or others? 

Mr. Merrity. No; I had not. 

Mr. Warren. You mentioned production costs. Did the contract 
require the production costs be submitted by the United States ‘Tin 
Corp. ! 

Mr. Merritt. No; it did not. 

Mr. Warren. Do you know whether the United States Tin Corp. 
has ever submitted production costs? 

Mr. Merritt. I do not know. 

Mr. Warren. What percentage of the annual production of tin was 
derived from placer operations on the date this application was filed, 
the first application / 

Mr. Merritt. You mean, percentage of what they hoped to do? 

Mr. Warren. Was it all derived from placer operations—— 

Mr. Merritz. Yes; it was. 

Mr. Warren. To what extent had underground mining been in 
operation prior to the application for a Government loan ? 

Mr. Merritt. Confined entirely to exploration and taking some 
small samples for metallurgical testing. 

Mr. Warren. Was there any underground equipment at the mine 
when the application for loan was filed ? 

Mr. Merrity. I haven’t any exact information. I remember there 
was a bunkhouse that they told about, and of course there was this 
placer equipment, and there must have been some other equipment 
there because there were rather extensive workings which had been 
driven. 

Mr. Warren. Reports in the General Services Administration indi- 
cate that there wasn’t much of anything there, even after that date. 
So you are presuming that there was something there when you make 
that statement, aren't you? 

Mr. Merritt. I am presuming. 

Mr. Warren. From the application of the United States Tin Corp. 
dated November 18, 1950, and second application dated February 14, 
1951, what facilities were available at the mine, including housing, 
water, roads and other facilities ? 

Mr. Merry. I do not have a copy of that application, and I have 
not had it. I have a particular difficulty in this matter in that when 
the DMA ceased to exist its records were passed on partly to the 
DMPA and DMEA, and the records I would have would be extra 
copies I would have kept. But as to a thing like this application, I 
have no copy of it. 

Mr. Warren. Mr. Merill, I recall in some of your references—would 
you like to have a copy of the application to refer to—where you 
quoted from the application rather than making your own findings 
in this matter. How ean you make a recommendation by stating what 
the applicant pretends to have? , 

Mr. Merritt. In the urgency of beginning production at this prop- 
erty we based as much of the information as possible on the observation 
that we either had already in our files or that the field team covered. 
In other matters we filled in with what the applicant had stated to 
be the facts. 
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Mr. Warren. Wasn’t there an exploration going on at the mine 
by the Department of Interior, Bureau of Mines, at this particular 
time? 

Mr. Merritt. There had been. I don’t know 

Mr. Warren. Weren’t those facts available to you? 

Mr. Merritt. The field team which reported to us also included the 
same men who had been in charge of this exploration work. So the 
report that they furnished, of which you have a copy, gives most of 
that information. 

Mr. Warren. Would you identify Mr. 8S. H. Lorain? Was he the 
executive officer of the Alaska field team ¢ 

Mr. Merritt. Yes; he was. 

Mr. Warren. Was he a close personal friend of Mr. H. R. Fisch- 
naller and Mr. Kadow ? 

Mr. Merriuz. I do not think so, but I don’t know. 

Mr. Warren. Do you know that the General Services Administra- 
tion’s files reveal that Mr. Kadow spent as much as $17 one night on 
Mr. Lorain and charged it to expense? 

Mr. Merri. I had never heard that before. 

Mr. Warren. Prior to the filing of the first ap plic ation for a loan 
on November 18, 1950, by the U nited States Tin Corp., would you set 
forth each meeting which was held with H. R. Fischnaller, Mr. 
Kenneth J. Kadow, Mr. Kirby Billingsley, or any other representative 
of the United States Tin Corp. ? 

Mr. Merriu. I cannot do that. 

Mr. Warren. Six months prior to the filing of the application on 
November 18, 1950. 

Mr. Merritt. In the 6 months before? 

Mr. Warren. In the 6 months prior to the filing of the application 
on November 18, 1950. 

Mr. Merriui. I do not recall any. I do not believe that I even 
knew Mr. Kadow in those days. I think the only time I have seen 
Mr. Billingsley was at that very early meeting back in 1947, and I 
do not recall Mr. Fischnaller coming in during that period. 

Mr. Warren. The Nonferrous Metals Committee re port states that 
Mr. H. R. Fischnaller and Mr. Kenneth Kadow held several confer- 
ences with the Nonferrous Metals Committee, DMA, prior to the 
issuance of the Nonferrous Metals Committee report on February 26, 
1951. Were any of these meetings prior to the filing of the appli- 
cation ? 

Mr. Merritu. They would be prior to the filing of the revised appli- 
cation, but I do not think they were prior to the filing 

Mr. Warren. Would you state what transpired in those meetings. 
setting forth as nearly as you can the date of the meeting and who 
attended ? 

Mr. Merrity. Those meetings, as I recall, took place in January, 
perhaps December, January, maybe early February, 1951. They were 
attended by Mr. Fischnaller, at least one of them was attended by 
his son, who had been on the property, and Mr. Kadow was at some 
of them. The deficiencies in the application were discussed. They 
said that they would make one major amendment in submitting a 
flowsheet of the proposed mill. The proposal was put forth by the 
Nonferrous Metals Committee that we believe instead of putting in a 
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100-ton mill that a very much smaller mill should be put in, with 
the result that their request was amended with a flowsheet, as I recall 
it, for a 1-ton-an-hour or possibly a 25-ton-a-day mill. 

Mr. Warren. The 25-ton-a-day mill was never installed, was it? 

Mr. Merrut. I am told it was not. 

Mr. Warren. Can you explain how the United States Tin Corp. 
could comply with an outstandin ig contre ict. to erect a 100-ton mill and 
also comply with a contract to erect a 25-ton mill, both contracts being 
outstanding on the date that the contract was signed on March 238, 
1951 ¢ 

Mr. Merritt. I was unaware of this other contract to which you 
refer, and to this day I have never seen it, except looking across the 
room. 


I am not a lawyer, but it would seem to me an impossibility for 
Crags Canney acts to Pus reconciled. 

The Vice Cuatrman. Say that again. 

Mr. secant L. Tsay, I am not a lawyer. I would think from com 
monsense it would be impossible to reconcile two such contracts. 


Mr. Warren. Mr. Chairman, I think at this time we should make 
the outstanding contract part of the record, dated 16th day of No 
vember 1948, between C. D. Murane, B. A. Zimmer, and Mae Toomey, 
parties of the first part, A. F. McIntosh, H. R. Fischnaller, and F. H. 
Furey, parties of the second part. This contract provides for a 100- 
ton mill and certain production from this property. 

The Vick CuamMan. Does that contract provide for the option and 
lease ? 

Mr. WarrEN. Yes. 

The Vice Cuarrman. It will be put in the record. (See p. 31.) 

Mr. Warren. I suggest that we also make a part of the record the 
application which was filed on November 18, 1950. 

The CHatrman. That should go in the record. (See p. 36.) 

Mr. Warren. Was this application of November 18, 1950, addressed 
to Mr. James Boyd and signed by Mr. H. R. Fischnaller? 

Mr. Merritz. I am not certain to whom it was addressed. 

Mr. Warren. I have a copy of it here. Can you identify this as 
the application, Mr. Merrill, November, 18, 1950? 

The Vick Cnamman. That would be the or iginal, the preliminary, 
or what? 

Mr. Merrivx. I identify that. That would be the original appli- 
cation filed at a time when DMA was very, very young and when 
procedures had not been developed, and forms provided to appli- 
cants. 

The Vice Cuatrman. How much did that ask for? That was the 
application for a loan of how much ? 

Mr. Merritz. I think it is—— 

The Vice CrratrmMan. $375,000? 

Mr. Merrity. Yes. 

The Vice Cnatrman. I thought originally they had asked for more 
and cut it down? 

Mr. Warren. Was this application dated November 18, 1950, re- 
ferred to you as Chairman of the Nonferrous Metals Committee of 
the Defense Minerals Administration ? 

Mr. Merrity. Yes, sir. 
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Mr. Warren. Will you state who the other members of that Com- 
mittee were ? 

Mr. Merritt. Mr. Edwin MecNicht 

Mr. WarrEN. From what agency was he? 

Mr. Merritzi. The Geological Survey. 

Mr. WARREN. Wasn’t Mr. Mittendorf also a member of the 
Committee. 

Mr. Merritt. It was my understanding he was not. In fact, he 
was not a member of the DMA at the time that this application was 
made. As a slight explanat ion, the Nonferrous Metals Committee 
fe, and as DMA progressed 


was to some extent an interim committ 


it broke off smaller committees. So hike was a Lead, Zinc, and ¢ 
mium Committee, which relieved the Nonferrous Metals Committ 
of those commodities. There was a Copper Committee, and finally 
there was a catchall committee which was set up about May 1 and 


relieved me of all respon sibility. 

Mr. WaArrEN. What was your relationship with the Production 
Expansion Division ¢ 

Mr. Merriti. My relationship would have been indirect. As I 
recall it, the Nonferrous Metals Com iittee reporte | to the ¢ Jperating 
Committee, which then en lorsed our report and sent them to the 
Production Expansion Division. 

Mr. WarREN. Did Mr. H. R. Fischnaller state that the United States 
Tin Corp. felt that $375,000 would be ample to put the plant into place 
and for working capital along with their capital ? 

Mr. Merritz. That is my recollection of the purport of that first 
letter. 

Mr. Warren. Was a statement in the er ition that, “Our build 
ings need only be slightly enlarged and weat! le peeuiied in order to 
house comfort: ably the additional men and to t: che care of the Bureau 
of Mines’ men” ? 

Mr. Merrityi. That sounds familiar, but I cannot remember. 

Mr. Warren. Would you state whither this was correct or 
incorrect 2 

Mr. Merrizu. I do not know whethe ry it is correct or incorrect. 

Mr. WarrEN. Did you check it at that time to see if it was correct? 

Mr. Merrit. I did not check it personally, and I don’t remember 
receiving a report from the field committee, which would have been 
the normal people to check it. 

Mr. Warren. Was it your duty to check it? 

Mr. Merritt. We m: ade provision for it to be checked in that we 
referred the Fischnalier application to the field team, with a letter 
that Senator Capehart had me read, in which we spoke of deficiencies 
and asked them to make an investigation and provide for those 
deficiencies. 

Mr. WarreEN. Doesn’t the fact that thousands of dollars had been 
spent for buildings indicate that there were not sufficient buildings 
there? 

Mr. Merrit. That would be an indication; yes, sir. 

The Vick CuHarrman. Have you seen the report of Mr. Sorenson, 
who made a report dated February 6, 1953? 

Mr. Merriii. I have not seen that report. 
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The Vice CuatrmMan. He stated that in late 1951 there was nothing 
on the mine site except a few badly damaged buildings, no mill, that 
none of the earlier exploration openings, including the various adits, 
drifts, crosscuts, internal shafts were usable. 

Mr. Merritt. I was not aware of that report. 

The Vice Cuatrman. When you are loaning all this money, 
wouldn’t somebody look into this thing to find out what the situation 
was or is? 

Mr. Merritzi. The situation was very difficult, sir. This was in 
February, and this was in one of the most remote spots in Alaska. 

The Vick Cuarrman. I realize that. 

Mr. Merritt. There was nobody at the mine. It was completely 
frozen in. You would have to go in by some very difficult transpor- 
tation. I presume that the field team based their report on their 
observations of the summer before when they had been carrying on 
their exploration and drilling. We also had asked them to make a 
report immediately because of the urgency of having this thing shaped 
up, machinery bought and on the first ship to leave Puget Sound i 
June, so that it could be landed as soon as the ice broke up in the 
Bering Sea, transported and placed during the summer months, and 
have the machiner y and the men under cover so that they could begin 
operation and produce tin during the winter season. That was our 
target date. It required us to take chances unless we wanted to sac- 
rifice a year to careful investigations, or maybe you would say, pru- 
dent and careful investigations, which we did not feel were justified 
under the circumstances that were then existent in Korea. 

The Vice Crairman. It looks to me like you sacrificed about 3 years 
and $3 million. You haven’t gotten anything to show for it. 

Representative Tate. I should like the record to show the names 
of the field team you referred to a moment ago. 

Mr. Merriwyt. Mr. 8S. H. Lorain and Mr. Killeen. The latter was 
shortly replaced by Mr. Twenhofel, but I do not know the exact date. 

Mr. Warren. Weren’t your men at the mine in September of 1950? 

Mr. Merrit. I do not know, but I think that is very likely. 

Mr. Warren. Why didn’t they report the facts? Why was this 
decision made when your men were at the mine and knew exactly 
what was there? 

Mr. Merritx. I still don’t understand the question. They weren’t 
asked to make a report with respect to this application until December. 

Mr. Warren. But they knew what the situation was at the time 
this application was filed? It hadn’t changed after September 1950, 
had it? 

Mr. Merritx. I do not know, but I do not think it would have 
changed very much. 

Mr. Warren. Did the first application contain the statement that, 
“The tailings contained very little metal. A minimum of 90 percent 
recovery is ‘indicated, and that no sliming occurs”? 

Mr. Merri. I do not recall that, and I do not know which report 
that was. 

Mr. Warren. That was the first application. Do you have a copy 
of that? It is dated November 18, 1950. 

Mr. Merrit. No, I do not. I identify that statement. 

Mr. Warren. Was that statement correct or incorrect when oper- 
ations actually started ? 
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Mr. Merritt. I do not have direct information on that point. 
1 do know that the field team showed differently from that, based 
on the Bureau of Mines’ work, which only indicated about a 75 per- 
cent recovery, Which would have meant the tailings would have had 
an appreciable content. 

Mr. Warren. Do you know what the recovery is at the present 
time? 

Mr. Merritw. I do not. 

Mr. Warren. Was the statement set forth in paragraph 2 of page 
2 of the application that their regular placer work would be carried 
on the next season with augmented equipment producing an esti- 
mated minimum of 125 tons of metal ? 

Mr. Merritt. That is correct, sir. 

Mr. Warren. Did Mr. H. R. Fischnaller further state in the appli 
cation that Mr. Lorain and Mr. Herdlick of your Juneau office had 
assisted in the preparation of the application and concurred with 
the United States Tin Corp. ? 

Mr. Merriuu. Yes, sir. 

Mr. Warren. Does that mean that they concurred in all these 
statements that were set forth in the application which they knew 
to be different from the facts. 

Mr. Merritt. In my opinion, that is not a correct statement of 
what our engineers stated. 

Mr. Warren. Mr. Fischnaller’s statement rather than their state- 
ment ¢ 

Mr. Merri. Yes, because later they did make a report which 
runs to some 15 or 20 pages, which is not in accord with all of this 
first-—— 

Mr. Warren. Did the Bureau of Mines have anything to do with 
the mangement and administration of the United States Tin Corp. ? 

Mr. Merrit. No, sir. 

Mr. Warren. Can you explain the last paragraph of this docu- 
ment dated April 16, 1951, addressed to Mr. A. P. Merritt, Federal 
Reserve Bank of Seattle, Washington, signed by Mr. P. G. Hepmiller, 
the General Refining & Chemical Corp.? The statement reads: 

Associate management of Bureau of Mines, Department of Interior, to earry 
all further development. Have up to now developed sufficient ore, 1,500 tons, 
to handle the capacity of the mill for 9 years. 

Mr. Merrit. My explanation of that would be that there were two 
different operations going on. One was in operation for production 
in which the Bureau of Mines had no administrative or managerial 
function. The other was an exploration project which was entirely 
under our charge. And this would indicate that this company looked 
toward our discoveries, our exploration work as something to support 
their future operations, but there would be no direct connection. 

Mr. Warren. Will you explain what was meant by “associate 
management” ? 

Mr. Merritw. I do not know what they mean by that. 

Mr. Warren. Isn’t it a fact that Mr. S. H. Lorain made trips to 
Washington in behalf of and to procure additional funds for this 
United States Tin Corp. ? 

Mr. Merrizy. I do not know that he made them for that purpose. 

Mr. Warren. Isn’t it a fact that he, Mr. S. H. Lorain, contacted 
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the Bureau of Public Roads with regard to funds for building a 
road which was described to be adequate in the application ? 

Mr. Merriwy. I was not aware of those contacts—— 

Mr. Warren. Are those proper functions for Mr. Lorain to 
perform ? 

Mr. Merrit. I do not think that would be objectionable. When 
© man is here six or seven thousand miles from Alaska and has direct 
information he could share with another Government agency, when he 
has a general objective of urgently moving forward with expanded 
production of tin in Alaska, I would feel it was entirely correct for him 
to call on another Government agency and make a statement. 

Mr. Warren. Do you think it was fair for Mr. Lorain to say at 
the beginning that $10,000 would provide adequate roads and then 
come to the Bureau of Public Roads later and request a much larger 
sum of money, $250,000, to be exact ? 

Mr. Merritt. That is an amazing discrepancy. 

Mr. Warren. What does that indicate to you, Mr. Merrill? What 
was Mr. Lorain’s relationship with this United States Tin Corp. ? 

Mr. Merriwy. I think there must be some error in that. I just can’t 
understand how an engineer would make those two statements. 

Mr. Warren. As a matter of fact, the records of the Bureau of 
Public Roads show there was nothing but a bulldozer trail, and Mr. 
Lorain reported that $10,000 would be needed for the road, and later 
he came to Washington and requested $250,000 for this road. That 
is the estimate of the Bureau of Public Roads based on _ his 
recommendation. 

Mr. Merrit. He is not, of course, a road engineer, but that does 
seem—— 

Mr. Warren. If he is going to report on the road, shouldn’t he 
consult somebody who is a road engineer if he doesn’t know ? 

Mr. Merritt. In that remote part of Alaska you use what you have. 
He certainly would not have taken on that duty if there had been a 
road engineer that could have been used, I am sure. 

Mr. Warren. Do you know of any adverse report that Mr. Lorain 
has issued with respect to the United States Tin Corp. ? 

Mr. Merriui. I do not, sir. 

Mr. Warren. How do you reconcile the statement of Mr. H. R. 
Fischnaller, with the statement of Mr. S. H. Lorain in his letter 
to you on March 2, 1951, in which he stated the proposal for using 
part of the loan for increased placer production was not recommended 
by the field committee nor were they consulted about it? 

Mr. Merri. Reconcile that with? 

Mr. Warren. Can you reconcile that with the $250,000 that the 
Nonferrous Metals Committee estimated from placer mining ? 

Mr. Merritt. We had been told that this placer operation could 
be carried out without any large expense and that it had been very 
productive. Our objective was to bring that in as part of the security 
for the loan. 

Mr. Warren. Who told you that ? 

Mr. Merrriww. Mr. Fischnaller, and his son, who had actu: lly worked 
on this thing, according to his statement. 

Mr. Warren. You are relying on that statement? 

Mr. Merritt. We did; yes, sir. 
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Mr. Warren. Did Mr. Lorain further state in the March 2, 1951, 
letter to you that Mr. R. L. Thorne and Mr. J. A. Herdlick, of your 
office, both agreed that the placer operation had just about reached 
the end of its reserves ? 

Mr. Mexriwi. I do recall that statement. So I will identify it. 

Mr. Warren. Why did the Nonferrous Metals Committee decide 
differently ? 

Mr. Merritt. We did not decide differently. We had two points. 
We wanted to bring this production, if any, into the security for the 
loan. Second, we did not want to have a situation up there in 
which it would be difficult to identify the origin of the concentrates. 
If it was possible for concentrates of two varieties to move out from 
that remote section, there would have always been a suspicion that 
some of the concentrates would have been sent in as from the free 
operation to avoid servicing the loan and its repayment, whereas if 
all production of tin concentrates were brought into a single con- 
tract, and made the security for the loan, that suspicion could not 
arise, 

Mr. Warren. This was in your report of your estimate of $225,000 
from placer operations ? 

Mr. Merritt. That is correct, but nevertheless our report had 
enough out of lode production to cover the loan. 

Mr. Warren. But there was no basis for that statement in the 
report at that time, was there, other than those statements of the 
United States Tin Corp. ? 

Mr. Merritt. I think that is correct; yes, sir. 

Mr. Warren. Can you state what amount of tin and tungsten came 
from the placer operation after the loan was made ? 

Mr. Merrity. I do not know. 

Mr. Warren. Can you state whether or not the inventory set forth 
on the application was a true and correct inventory ? 

Mr. Merritz. I do not know. 

Mr. Warren. Can you state whether or not the surplus set forth 
in the application is true and correct ? 

Mr. Merriuy. I do not know. 

The Vice CHarrman. Who would have known about it at the time, 
sir, or should have known? 

Mr. Merritit. When the loan was actually to be made, those things 
would naturally be taken into consideration. We were recommending 
a commercial Joan, and this loan we had been told would probably be 
negotiated from Mr. Fischnaller’s regular banking connections in the 
Puget Sound area. While I don’t remember how much we thought 
about it, I think one of our assumptions was that these concentrates 
you speak of, which were presumably stored in that area, and other 
items of resources would have been easily checkable by the banking 

Mr. Warren Would your investigation have been different if this 
had been a straight loan rather than a V-loan with a 90-percent guar- 
anty by the Government? 

Mr. Merri. I think not appreciably, because we really did not 
know what kind of a loan would eventuate. Things were so fitid in 
the DMA organization 

Mr. Warren. Wasn’t your agency the agency that was to make the 
investigation and report to the General Services Administration its 
findings ? 
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Mr. Merritz. That is correct. 

Mr. Warren. Were they to make any further investigation ? 

Mr. Merritt. There was nothing to keep them from doing so. 

Mr. Warren. Would you anticipate the bank would send a man to 
the mine to investigate, the bank making the V-loan, would they send 
& man to the mine to investigate what was set forth in the application 4 

Mr. Merritt. I would not have expected that. 

Mr. Warren. Mr. Merrill, I would like to read paragraph 4 of 
page 2—— 

Representative Brown. Before you read that, let me ask a question 
off the record. 

(Discussion off the record.) 

Mr. Warren. Mr. Merrill, I would like to read paragraph 4 of 
page 2 of the first application, and I quote: 

We process at the Tacoma plant of the Pennsylvania Salt Co. with hydrogen 
purchased from them. We make a grade A tin which we sell on the west coast 
at about 7 cents per pound higher than the New York price of tin. This is because 
we eliminate brokerage and freight. 

Can you state whether this was a misleading statement? Wasn’t this 
a mere pilot plant with a small group operating it? 

Mr. Merrity. I have never seen a direct report on it. I really have 
no way to say whether that is misleading or not. I can’t substantiate 
this statement. 

Mr. Warren. Did you attempt to substantiate it at the time you 
made this investigation of the application ? 

Mr. Merritz. We did not, because our report and the report of the 
field team assumed that the material would move forward to the Texas 
City smelter and this Tacoma plant would not be a necessity for the 
success of this operation. 

Mr. Warren. Isn’t it a fact that the contract called for Tacoma, 
Wash., where this small pilot plant was located ¢ 

Mr. Merrit. I have never seen the contract. 

Mr. Warren. Do you know what plant actually existed at the 
Pennsylvania Salt Co.?- Do you have information as to that? 

Mr. Merriuu. I do not. 

Mr. Warren. You don’t know whether this was a commercial opera- 
tion or a pilot-plant operation ¢ 

Mr. Merrity. Not as a matter of fact ; no. 

Mr. Warren. Did the Juneau office of the Bureau of Mines on Jan- 
uary 2, 1951, state that trial runs of the testing plant were being made 
late in December of 1950 and that no operating cost data were avail- 
able on this plant ? 

Mr. Merritt. I recall the statement. 

Mr. Warren. Doesn’t that disprove the statement in the original 
application ? 

Mr. Merriii. Well, at least, it is hard for me to reconcile the two. 

Mr. Warren. To what extent did the field team investigate the Lost 
River tin mine? 

Mr. Merrit. The field team had been on and off the property, either 
the actual field team members themselves or men who reported to them 
as engineers and geologists, over a considerable period of time. I 
would think at least 10. years, maybe for 25 or 30 years. They had 
that accumulated information on which to base their report. They 
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were asked to make a report in December—in January when the camp 
was virtually inaccessible. So that their report was not based on an 
investigation made after they had been requested to report. 

The Vice Cuarrman. That is the report you identified which was 
made by Mr. Lorain, dated January 26, 19: 51? 

Mr. Merritt. And with it is a report that runs twenty-some pages; 

} pages. 

The Vice CuarrmMan. That is correct. 

Mr. Merritt. That is the report. 

Mr. Warren. That is the report of the field team committee / 

Mr. Merrity. Correct. 

Mr. Warren. I suggest that be made a part of the record. 

The Vice oom AIRMAN. Yes; this will go in the record. (See p. 38.) 

Mr. Warren. Did Mr. 8. H. Lorain state that the company plan 
appeared to ce based on sound and correct assumptions in the letter 
dated January 22, 1951? 

Mr. Merri. I had better see that. I don’t think I have that. 

Mr. Warren. It is in the third paragraph. 

Mr. Merry. Yes, sir. 

Mr. Warren. On what basis could he arrive at that after all these 
misleading statements, incorrect statements ? 

Mr. Merritt. I feel that this report that was transmitted with this 
letter substantiates the letter of transmittal. 

Mr. Warren. Was Mr. Lorain in favor of even larger operating 

capital than the $375,000? 

Mr. Merriiu. In some of this correspondence he indicates that he 
had considered a very much larger operation, one that would. call 
for 1,000 tons a day, but the actual recommendation was for 100 tons 
a day. 

Mr. Warren. Have you covered thoroughly what transpired be- 
tween the first application on November 18, 1950, and the second ap- 
plication on February 14, 1951, with respect to conferences ? 

Mr. Merritu. I believe I have, sir 

Mr. Warren. Mr. Merrill, would you set forth the channel of com- 
munication which was followed between the Department of the In- 
terior and the Alaska field team, their authority and what channels 
you went through i in connection with your instructions that were issued 
to them ? 

Mr. Merritt. That document that I referred to at the beginning 
of the hearings that was signed by Mr. Wormser does contain in it 
a statement of procedures as well as authorities. 

On this specific question the system devised was this: A letter was 
prepared in the Nonferrous Metals Committee, which I signed, and 
in the lower left-hand corner of which was an approval statement 
for the approval of the Operating Committee. So in effect then the 
field team was asked questions by this ( ‘ommodity Committee, and was 
authorized and directed to report by the Operating Committee. The 
Operating Committee was made up of a representative of the Bureau 
of Mines, a representative of the Geological Survey, and a representa- 
tive of the DMA. So that the regular channels of authority were 
recognized. 

Mr. Warren. In the Nonferrous Metals Committee, if a commu- 
nication went to the Ajaska field team, what were the channels through 
which it went? Did it go to the Operating Committee first ? 
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Mr. Merrity. Yes, sit 

Mr. Warren. From the Operating Committee where did it go? 

Mr. Merri. I would have expected it to go to an office, the name 
of which I forget, it may be “Mail and File,” for recording. Every 
piece of paper handled in the Defense Minerals Administration of 
un official nature was supposed to pass through and have a copy 
attached to the docket which was set up for each applicant. 

Mr. Warren. There is no question but that the Nonferrous Metals 
Committee had the authority to instruct the field team as to what they 
wished to have done? 

Mr. Merritt. We had no authority; no, sir. 

Mr. Warren. Who did have authority to issue instructions to the 
field men? 

Mr. Merri. The Operating Committee. 

Mr. Warren. The Operating Committee ? 

Mr. Merry. Yes. We issued instructions but they were without 
force until the approval by the authoritative Operating Committee 
endorsed them. 

Mr. Warren. That authority would come from directives issued 
within the Department of the Interior? 

Mr. Merritz. Either through that or through long-established lines. 
The Director of the bureau of Mines was represented on the Oper- 
ating Committee, Director of the Geological Survey was represented 
on the committee and the Administrator of the Defense Minerals 
Administration was also. 

Mr. Warren. Mr. Merrill, was the second application dated Feb 
ruary 14, 1951, filed with your Nonferrous Metals Committee ? 

Mr. Merritn. Yes, sir. 

Mr. Warren. Was this application filed on form NSRB 146? 

Mr. Merriry. Yes, sir. 

Mr. Warren. Was this a regular application form for Government 
loan under section 302 of the Defense Production Act? 

Mr. Merrity. Yes, sir. 

Mr. Warren. Mr. Chairman, I suggest this be included as part of 
the record. An application dated February 14, 1951, from the United 
States Tin Corp., 201 Jones Building, Seattle, Wash. 

The Vice CuarrmMan. It will be incorporated in the record. (See 
p. 55.) 

Mr. Warren. Do you know whether Mr. Kenneth J. Kadow had 
anything to do with the preparation of this application 

Mr. Merritt. He attended some of the conferences in which the 
Nonferrous Metals Committee talked to the applicants, and pointed 
out to them the form in which we thought it would be easiest to get 
action. 

Mr. Warren. How many conferences would you say he attended 
regarding this matter? 

Mr. Merrityi. This is only just a vague memory, but I would think 
3 or 4, 

Mr. Warren. Did you personally discuss this matter with Mr. 
Kadow outside of the meetings? 

Mr. Merriww. It is possible I did. I have no direct recollection. 

Mr. Warren. Did you in any way participate in the preparation 
of this application ? 
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Mr. Merritt. Only insofar as these conferences were concerned. 

Mr. Warren. Mr. Merrill, would you state the form of certification 
which is required on applications filed with the Department of Inter- 
ior? Is it a standard form to set forth that the application is true 
and correct ? 

Mr. Merriti. I am not—this particular form is not a Bureau of 
Mines or a Department of Interior form. 

Mr. Warren. Can you explain why the certification was X’d out on 
this application? Can you explain why the applicants were unwill- 
ing to state that these were true and correct financial statements and 
that the other statements included therein were true and correct? 

Mr. Merritu. I cannot remember that. I remember there was a 
discussion of it, too, but I cannot remember. I think it was some 
fine legal point. Perhaps some attorney—— 

Mr. Warren. Do you know whether anyone told Mr. H. R. Fiseh- 
naller that anyone would be a fool to sign the certification? 

Mr. Merritu. I seem to remember something like that. 

Mr. Warren. Why would anybody be a fool to sign something as 
being true and correct ? 

The Vice CHarrman. If it wasn’t, you mean. 

Mr. Merritzt. That is a legal point, and I don’t remember. 

Mr. Warren. You don’t recall who made that statement that I 
refer to about anyone being a fool to sign a certification ? 

Mr. Merritt. This hasn’t passed through my mind for 3 years, but 
something seems to come back very faintly, but I can’t remember. 

Mr. Warren. Do you recall who would know? 

Mr. Merrity. I think that maybe Mr. John Hofflund would know. 

Mr. Warren. Mr. Hofflund is General Counsel or was General 
Counsel of the Production Expansion Division at that time, I believe ? 

Mr. Merritt. Well, of the Defense Minerals Administration; yes, 
sir. 

The Vice CHatrman. He is available, is he, for testimony ? 

Mr. Merri. He is: yes, sir. 

The Vick CHarrman. Where is he? 

Mr. Merrityi. He is General Counsel for DMEA. 

Mr. Warren. What is your policy with respect to certification at 
the present time in the Department of Interior ? 

Mr. Merriiz. I do not know. 

Mr. Warren. Do you think anyone would object to signing such 
a certification if the facts set forth were true and correct ? 

Mr. Merriuu. I do not know. 

The Vick Cuatrman. Wouldn’t it put you on notice if a man re- 
fused to certify something as to a loan? 

Mr. Merriii. I wish I could remember what went on here, but I 
feel sure there was some legal twist to this in which a man unneces- 
sarily puts himself under a hazard. 

Mr. Warren. As a matter of fact, the legal twist of this is that 
it should have been included in the application, isn’t it? Isn’t that 
a form? Wasn't it in there to start with and marked out? 

(No answer.) 

Representative Tatie. What is the nature of the charter of the 
United States Tin Corp. ? 

Mr. Merriz. I do not know, sir. 
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Representative Tarte. You don’t know whether the charter was 
granted or by whom? 

Mr. Merritz. I do not know. 

Representative Tarte. Who can answer that? 

Mr. Merriti. I am sure some of the other witnesses can. Probably 
somebody from the General Services Administration that actually 
operated under the contract. 

Mr. Warren. Mr. Merrill, can you read what this certification would 
have stated if it had not been X’d out? 

Mr. Merriti. I cannot on this copy. 

Mr. Warren. Can you secure a copy on which the certification ap- 
pears, a blank copy? 

Mr. Merriy. I will try to do so. 

Mr. Warren. Will you submit it for the record ? 

Mr. Merrit. I will do so, sir. (See p. 86.) 

Mr. Warren. To what extent did you and your office verify the 
statements set forth in the application, that “white and native labor 
are available and depend on our operations for livelihood ¢” 

Mr. Merriti. Our principle verification of that statement would 
have been left to the field team. 

Mr. Warren. What did the field team state? 

Mr. Merriti. In that covering letter they made a statement that 
this was an overall—an attractive application, or something of the 
kind. I passed that application back to you, Mr. Warren. 

Mr. Warren. Do you know whether labor was available? 

Mr. Merritu. I have had reports since then that they were able to 
recruit labor. 

Mr. Warren. At that particular locality? Did this indicate that 
labor was in that locality? As a matter of fact, they had to go out- 
side the locality to recruit labor, didn’t they ? 

Mr. Merritzi. As things go in Alaska, it depends on what you call 
a locality. I think it would be correct to say that you would go hun- 
dreds of miles in the unpopulated country in order to gather up—— 

Mr. Warren. Didn’t the application indicate that labor was avail- 
able at Teller Mission, Alaska? 

Mr. Merri. It may have. 

Mr. Warren. Was labor available at Teller Mission, Alaska ? 

Mr. Merrixy. I do not know. 

Mr. Warren. The statement is made that “machinery and oil for a 
powerplant is available and reserved for this operation.” What ma- 
chinery was available and what machinery was reserved for the opera- 
tion ? 

Mr. Merritt. I do not know. 

Mr. Warren. That “housing facilities need be slightly augmented.” 
Was that a correct statement ? 

Mr. Merritt. I do not know. 

Mr. Warren. Was it your duty to ascertain that the housing facil- 
ities were adequate ? 

Mr. Merriii. We referred this application to the field team, and 
we had believed their report covered that point sufficiently. 

Mr. Warren. Well, if the field team recommended this project, 
_ would you say that the field team is at fault rather than your 
office ? ; 
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Mr. Merrity. I would not say there was a definite fault that the 
housing facilities did not turn out to be as good as the impression 
you would get from this report. Certs ainly, housing 

Mr. WarkeEN. Doesn’t that indicate that the housing facilities were 
sufficient? Doesn’t it materially affect this contract insofar as the 
expenditure of funds 

Mr. Merriw. | endl 1 think that would be an item small enough so 
that there should be flexibility to that extent. 

Mr. Warren. Why would you say that was a small item? Di in't 
a greater part of this $3 million go into items such as this and other 
items misrepresented in the application 

Mr. Merritt. There were so many hazards in this contract that it 
would seem to me that this was one—— 

Mr. Warren. This is not an answer to the question. As a matter 
of fact, housing was not there and the field team reported that housing 
was there, didn’t they ? 

Mr. Merritt. I would have to check whether they said that spe 
cifically. 

Mr. WarreN. Can you state exactly what the field team did report 
with regard to all of these irregularities / 

Mr. Merritt. I have 23 pages of stuff here 

Mr. Warren. Insofar as that native labor, machinery, housing fa- 
cilities, water supply, the roads. 

Mr. Merrity. Well, there is a section that speaks of water supply, 
labor supply, and living conditions. There is a section on that. 

Mr. Warren. Did the field team report that those items were ade- 
quate or inadequate ¢ 

Mr. Merri. Well, there is a section on location and transporta- 
tion. With respect to transportation, there is a paragraph I think 
that is pertinent: Improvement of the 6 miles of road from the mine 
to the beach at the mouth of Lost River is necessary for continued 
placer operations or the proposed lode mining plant. The cost of im- 
proving the beach road for heavy truck haulage is estimated to be 
approximately $10,000, 

Mr. Warren. How much was actually expended? 

Mr. Merriii. I do not know, sir. 

Representative Brown. What does the record show ? 

Mr. Warren. $52,000. 

The Vice Cuarrman. We don’t know whether this is a complete 
record or not. 

Mr. Warren. That is only for part of it. The estimated cost was 
$250,000, as I understand it. 

Mr. Merriuu. Do you want me to read the section on water 
supply ? 

Mr. Warren. I would like for you to comment on whether or not 
these items were sufficient or insufficient, and what the field team 
reported to you, and whether the responsibility is with the field 
team or with your office insofar as these items are concerned ? 

Mr. Merritt. Well, I will say that the decision that was made by 
the Nonferrous Metals Committee was made based on this report of 
the field team, and these three points you have raised were covered 
by the field team in what might be called a fairly sketchy fashion. 

To the extent that things have not turned out as successful as it had 
been hoped, and to the extent that reliance on these statements con- 
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26 DEFENSE PRODUCTION ACT 
tributed to that failure, why, the making of the recommendation was 
the responsibility and the fault of the Nonferrous Metals Committee. 

Mr. Warren. You think that the field team reported more to the 
Nonferrous Metals Committee than you actually took into considera- 
tion in this matter? 

Mr. Merritt. I do not think so. 

Mr. Warren. Did you contemplate spending this sum of money 
on the roads, $250,000 ¢ 

Mr. Merritt. We did not. 

Mr. Warren. How much did you contemplate spending on the 
housing ? 

Mr. Merritt. I do not recall whether any actual cost was put 
there. I would think that would have been thrown in under 
contingencies. 

Mr. Warren. Do you think the $375,000 loan would be adequate 
for all these purposes ? 

Mr. Merriw. I did, sir. 

Mr. Warren. Would that have covered the roads and all items set 
forth, just what I have said, that the $375,000 would cover them? 

Mr. Merritt. That was set up to cover the cost of the purchase, 
erection of a 24-ton a day mill, which of necessity would have pro- 
vided for its transportation, which would have meant some kind of a 
trail from the beach to the property 6 miles inland. It would have 
provided for accommodations for a small crew of men, which was to be 
limited—I forget what it was—10 or 20 men, to operate. It would 
have provided for the cost of operation for some 10 or 11 months, 
because it was presumed that operations were to start late in the sum- 
mer, that there would be none of the products reach market and come 
to settlement until sometime in July or August of the next year. 

Mr. Warren. In other words, you feel that a substantial part of 
this additional amount may have resulted from the breach of the con- 
tract in the building of a 100-ton mill for a 1-ton an hour mill or 24- 
hour ton mill? 

Mr. Merrit. I think that is a very important point. 

Mr. Warren. You think that increased the housing cost? 

Mr. Merrit. Yes, sir. 

Mr. Warren. Would it increase the cost of the road ? 

Mr. Merri. I think a great deal. It meant big machinery had 
to move in. 

Mr. Warren. What additional cost would have been included ? 

Mr. Merrit. I have no way of making an estimate sitting here at 
this table. But certainly the moving of small machinery, such as 
would be used in a 24-ton mill, would have required less road im- 
provement than 100-ton equipment. 

Certainly the number of men to mine and treat 24 tons would be a 
lesser number than for 100 tons. Certainly the water required to 
operate a 24-ton mill would have been considerably less than the water 

required for a 100-ton mill. The recruitment of labor would have 
been easier in that sparsely populated area. 

Mr. Warren. Mr. Merrill, did the Nonferrous Metals Committee, 
of which you were Chairman on February 26, 1951, sign a report 
recommending to the Production Expansion Division of DMA that 
Government assistance be provided but on a modified basis? 
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Mr. Merritz. That is correct, sir. 

Mr. Warren. Was Mr. C. O. Mittendorf chairman of the Produc- 
tion Expansion Division at that time? 

Mr. Merriwy. Yes, sir. 

Mr. WarreN. Will you state what authority these two committees 
exercised? How does your committee operate and how did the Pro- 
duction Expansion Division operate? Was final draft of the con- 
tract up to the Production Expansion Division or to your Committee ‘ 

Mr. Merritt. These are the duties of the Production Expansion 
Division: Establish standards and procedures for Government assist- 
ance in the expansion of productive capacity in the field of metals 
and minerals, and for the encouragement of exploration, development, 
and mining of strategic and critical metals and minerals; establish 
standards of procedure to be followed by the personnel of the Bureau 
of Mines and Geological Survey assigned to and engaged in initiating 
and preliminarily evaluating proposals for expanding metal and min- 
eral production ‘by means of exploration, development, mining, or 
construction facilities; evaluate in terms of their relative merits for 
accomplishing established goals proposals received from the Bureau 
of Mines and Geological Survey for Government assistance to or 
encouragement of explor: ation de ve lopme nt, mining, or construction 
of benefici lation, processing, smelting, or refining facilities; certify in 
the case of each proposed project as to the necessity for loans, procure 
ment contracts or other encouragement as a means of expanding pro 
duction of metals and minerals; maintain current account of progress 
and deliveries resulting from projects certified ——— 

Mr. Warren. Mr. Merrill, you just submitted these proposals to 
the Production and Expansion Division, did you not ? 

Mr. Merrivy. That is correct. 

Mr. Warren. Then they took up where you left off? 

Mr. Merrity. That is right. 

Mr. WarrEN. And made the recommendation ? 

Mr. Merrit. Passed it on to the Production Expansion Division. 

Mr. Warren. Didn’t they work for the General Services Adminis- 
tration in drawing up the contract ? 

Mr. Merrity. There was a special arrangement on that score. 

Mr. WarrEN. We will cover that with Mr. Mittendorf. Was there 
a list of equipment attached to the application dated February 14, 
1951, in a letter signed by the Denver Equipment Co. ? 

Mr. Merriuy. Yes. 

Mr. Warren. Will you state whether that equipment set forth is 
new or used equipment ? 

Mr. Merrit. It was new equipment. 

Mr. WarrEN. What would have been the cost of that equipment? 

Mr. Merritt. There are prices quoted by the company for the 
equipment. 

Mr. Warren. Did the amount of the loan have a breakdown as to 
equipment and other items? Was that equipment included in the 
amount that— 

Mr. Merriww. It was intended to cover this. As a matter of fact, 
this statement here was not considered final. In the hurry to get this 
thing forward this statement which was, you might say, a typical 
mill for this particular job was attached to the application. But it 
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was recognized that there was time for consultation with metallurgical 
engineers between this date and when the material had to be loaded, 
say in May, to make certain substitutions and changes that would 
accomplish the work better. 

Mr. Warren. But that equipment is of 1 ton an hour capacity and 
is new equipment; is it not? 

Mr. Merrit. That is what it was represented to be. 

Mr. Warren. In your negotiations, that was the equipment you 
anticipated would be included in the contract ¢ 

Mr. Merritt. That is correct. 

Mr. Warren. Mr. Merrill, are you familiar with the meetings which 
transpired with regard to the change of the 1-ton an hour mill, or 24-ton 
a day mill, to a 100-ton a day mill? 

Mr. Merritt. I am not. 

Mr. Warren. Do you know if used equipment of 100-ton per day 
capacity was installed ¢ 

Mr. Merrity. I had some information about that from time to time. 
Mr. Kadow called on me several times to tell me about this wonderful 
bargain he had found up in Alaska, that it was of larger size, and 
I presume he was trying to commit me to some kind of an acquiescence 
in his ideas, which I very carefully avoided. 

In the first place, I had no authority in the matter, and, in the 
second place, I didn’t want to cast any doubts on the original proposal. 

The Vice CHatrmMan. Mr. Warren, we will probably have a rolleall 
as soon as the House convenes. We will have to take a recess until 
tomorrow at 10 o’clock. You aren’t through with Mr. Merrill yet; 
are you? 

Mr. Warren. Not quite. 

The Vice CHatrMAN, You can come back tomorrow, sir ? 

Mr. Merriwy. Yes. 

The Vice CHAIRMAN. We will finish up with you, and then have 
Mr. Mittendorf and Mr. Thurtell. At this point we will recess until 
tomorrow at 10 o’clock. 

(The material referred to in Mr. Merrill’s testimony follows :) 

UNITED STATES DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., June 16, 1954. 


. 


Hon. Homer E. CAPEHART, 
United States Senate, Washington, D. C. 

My Dear SENATOR CAPEHART: Your office has asked recently for information 
concerning the activities of the Department of the Interior in relation to certain 
contracts with United States Tin Corp. to expand the production of tin from 
its properties in Alaska. It is my understanding that you want specific infor- 
mation with respect to the powers and authorities under which these activities 
were carried out and the subject contracts entered into. 

The contracts in question I understand to be No. GS-OOP—(D)-520 of General 
Services Administration, dated March 23, 1951, and No. Idm—E391 of Defense 
Minerals Exploration Administration, dated August 25, 1952. General Services 
Administration, acting through the Federal Reserve Bank of Seattle, also guar- 
anteed a V-loan to the United States Tin Corp., but the Interior Department 
had no power or authority to exercise in connection with that transaction. 

The contract with General Services Administration, hereinafter called the 
“purchase contract,” is a contract for the purchase of production and certain 
financing of production to be made in the form of advances. The contract with 
IDMEA, hereinafter called the “exploration contract,” is a contract for financing 
the costs of exploration for tin. 
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THE PURCHASE CONTRACT 


The powers and authorities under which the purchase contract was entered 
into, as they existed at the date of the contract, are as follows: 

1. The Defense Production Act of 1950, section 303 (a) (1) and (b), authorize 
the President to “* * * make provision * * * for purchase of or commitments 
to purchase metals, minerals, and other materials * * *,” which purchases 
“* * * may be made without regard to the limitations of existing law * * * 
including advance payments * * *.” 

2, Bxecutive Order 10161 of September 9, 1950, section 303 (b), delegates this 
power to the General Services Administration, “upon the certificate by the 
secretary of the Interior.” 

8. Executive Order 10200 of January 3, 1951, section 2 (b), continues the dele 
gation of this power to General Service Administration, to be exercised only 
upon the certificate of Defense Production Administration. 

4. Defense Production Administration Delegation 1 of January 24, 1951, see- 
tions 3 and 4, direct the Secretary of the Interior to “* * * make recommenda- 
tions to the Defense Production Administrator for the issuance of certificates 
by the Administrator for action [to carry out the power] * * *” 

At the date of the purchase contract, March 23, 1951, the only authority of 
the Secretary of the Interior with respect to making purchases or commitments 
to purchase or advances on such contracts was to recommend to the Defense 
Production Administrator the issuance of a certificate for this purpose to the 
General Services Administrator. Accordingly, under date of March 2, 1951 
the Secretary of the Interior by letter to the Defense Production Administrato 
“* * * recommended * * * that you certify to the Administrator of Genera 
Services that the contract is necessary in the interests of national defense and 
to carry out the express purposes and policies of said act and order” (italics 
supplied). At the date of this recommendation, no contract had been drafted, and 
“the contract” referred to in the recommendstion is stated to be simply a con 
tract which “* * * will give the Government an option to buy all or any part 
of the total amount of tin and tungsten produced by the company during this 
period from this location at the above prices or the market price, whichever 
is the higher,” 

Thereafter, the negotiations for the contract were completed, and the contract 
drafted and entered into by General Services Administration. The technologie 
reports and information upon which the purchase contract was based were fur- 
nished by the field team of DMA, composed of representatives of the Bureau of 






Mines and Geological Survey. The terms and provisions of the production con 
tract, particularly any provisions for advances and financing, were solely in 
the hands of GSA and DPA, and were not submitted to DMA for approval. In 


fact, it was not and is not known by DMA (or its suecessor DMEA) whether 
DPA issued any certificate for action under which the purchase contract was 
entered into; nor whether, if such certificate were ever issued, it was based 
upon the recommendation of the Secretary of the Interior of March 2, 1951. 
Until long after the fact, neither DMA, DMEA, nor Interior had any knowledze 
as to whether a purchase contract had been entered into with United States Tin 
Corp. 

The sole owner or authority of DMA (Interior) with respect to the purchase 
contract was to recommend to the Defense Production Administrator the issuance 
of a certificate to General Services Administration. Once this recommendation 
was made, DMA (Interior) had no power or authority with respect to the terms 
or provision of any contract that might be entered into or with the adminis- 
tration of the contract after it was entered into. Nothing that has occurred 
since the date of the purchase contract has given DMA, DMEA, or Interior any 
further power with respect to that contract. 


THE EXPLORATION CONTRACT 


The powers and authority under which the exploration contract was entered 
into, as they existed on August 25, 1952, the date of that contract, were derived 
from the following: 

1. The Defense Production Act of 1950, section 308 (a) (2), authorize the Presi- 
dent to make provision “* * * for the encouragement of exploration * * * of 
critical and strategic metals and minerals.” 

2. After various reorganizations and delegations of defense functions, by 
Executive Order 10281 of August 28, 1951, sections 201, 401, and 405 (c), this 
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power was delegated to Defense Materials Procurement Agency “* * * to be 
carried out in accordance with programs certified * * * by the Defense Produc- 
tion Administrator,” all “* * * subject to the direction, control, and coordination 
of the Director of Defense Mobilization.” 

3. DMPA Delegation 4 of October 26, 1951, delegated this power to the Secre- 
tary of the Interior to be exercised : 

(1) “* * * in accordance with such policies as may be established and such 
directives as may be issued by the Defense Materials Procurement Adminis- 
trator ;”’ 

(2) “subject to the direction and control of the Defense Production Adminis- 
trator ;” and 

(3) “subject to the direction, control, and coordination of the Director of 
Defense Mobilization.” (See Executive Order 10281.) 

{. DMPA approval of the DMEA program as set forth in DMEA Order-1 was 
given by letter of the Defense Materials Procurement Administrator dated 
March 6, 1952. 

On account of the previous interest of General Services Administration un 
der the purchase contract, the exploration contract was not entered into until 
DMEA had the “approval and subordination” of GSA which is attached to the 
exploration contract. GSA desired that the exploration contract be entered 
into, as any discovery resulting from the exploration work would be beneficial 
to the production contract. By letter dated July 10, 1952 (prior to the date of 
the exploration contract), the Acting Administrator of DMEA wrote to the 
General Services Administrator a letter which contains the following: 

“DMEA, being engaged only in financing for exploration, did not play any part 
in the financing of United States Tin Corp. up to this time, which was for pur- 
poses of mining and production. Although the present proposed contract is 
solely for the purpose of exploration, if the exploration is successful, it will, 
of course, be beneficial to the prospects of repayment from production of all 
claims of the Government against the property. However, this agency con- 
siders the exploration project entirely on its own merits, and is willing to enter 
into it only because it does seem to offer a reasonable prospect for increasing 
the domestic reserves and subsequent production of tin.” 

The administration of the exploration contract has always been and still is 
entirely in the hands of DMEA, and it is solely responsible for proper perform- 
ance by the operator under this contract, just as General Services Administration 
always has been and is solely responsible for the administration of and perform- 
ance under the purchase contract, as indicated herein under the title ‘The 
Purchase Contract.” 

ORGANIZATION AND PROCEDURES 


The functions of Defense Minerals Administration (subsequently Defense 
Minerals Exploration Administration) with relation to contracts of the sort here 
in question were (1) to make recommendations to the Defense Production Admin- 
istrator for the issuance of certificates to General Services Administration for 
entering into purchase contracts; and (2) the negotiating and entering into and 
subsequent administration of exploration project contracts. Both of these func- 
tions required the services of engineers and geologists in the field. DMA (now 
DMEA) did not have and does not have its own staff in the field, but utilized 
and utilizes the field services of Geological Survey and Bureau of Mines. The 
administration of this work is channeled through an operating committee com- 
posed of representatives of Geological Survey, Bureau of Mines, and DMA 
(DMBEA). 

Inasmuch as the first action to be taken with respect to any purchase contract 
was the recommendation to DPA for a certification, it was understood and in- 
formally agreed between the agencies concerned that the applications for such 
contracts would be filed with and docketed by DMA. Upon the receipt and docket- 
ing of such an application, DMA ordinarily submitted it to a field team for 
review, examination of the property, and report with recommendation for action. 
Although the field team report might and often did sound as a recommendation 
for a contract in more or less specific terms, it was well understood that the 
only action that could be taken by DMA would be a recommendation to DPA 
for the issuance of a certification to GSA to enter into a contract which might or 
might not be within the suggested provisions of the recommendation. 

At the time the purchase contract was entered into, DMA worked in collabo- 
ration with GSA in negotiating and drafting such contracts and in submitting 


































































































eater 


engines: 


ie mtg #0 


ca Ia 


DEFENSE PRODUCTION ACT 31 


to DPA recommendations for certification. However, inasmuch as GSA was 
the contracting agency on purchase contracts, the actual formulation of the final 
terms and provisions of such contracts, and the execution of the contract was 
always in the hands of GSA. At the time that the purchase contract with 
United States Tin Corp. was entered into, the supply situation with respect to 
tin, combined with the shortness of the operating season in Alaska, was deemed 
to necessitate swift action in negotiating and formalizing the purchase contract 
The recommendation of the Secretary of the Interior of March 2, 1951, with 
respect to this contract was sent to DPA some time before the terms and provi 
sions of any purchase contract had been drafte« Presumably, DPA did not issue 
its certification for this large contract upon the very sketchy description of a 
proposed contract set forth in the recommendation of the Secretary of the Inte 
rior. No doubt, before the certification of DPA was issued, DPA had in its hands 


a draft of the purchase contract that was finally entered into. Neither DMA, 
DMEA, nor Interior was supplied with a col of this contract, and does not 
have one now, although prior to entering into the exploration contract, long after 


the purchase contract was entered into, a copy was borrowed from GSA for exal 
nation and use in connection with the exploration contract 

The function of the field teams in reporting on applications for purchase con 
tracts of the sort here in question was limited solely to the technical feasibility 
of the proposed project. They were not responsible for and had no authority 
with respect to the terms and provisions of purchase contracts nor with the 
administration of the contract after it had been entered into. Of course, the field 
teams were free to make recommendations with respect to the basic provisions 
of such purchase contracts, and to discuss with and aid applicants in setting 
forth their proposed projects and applications for contracts. Once a purchase 
contract was entered into by GSA, neither DMA, the Interior Department, nor 
any DMA field team had any authority to modify the project set forth in the 
contract. 

Sincerely yours, 
FELIX E. WORMSER, 
issistant Seerctary. 


OUTSTANDING ConTRAcT For 100-Ti MIL! 


This option to purchase, made and entered into this 16th day of November 1948, 
by and between C. D. Murane, B. A. Zimmer, and Mae Toomey, being all of the 
surviving directors of the Lost River Tin Mining Co., the charter of which said 
company has been dissolved as trustees for the stockholders of the Lost River 
Tin Mining Co., formerly an Alaskan corporation, parties of the first part; and 
A. F. McIntosh, H. R. Fischnaller, and F. H. Furey, parties of the second part, 
witnesseth : 

(1) That parties of the first part, for and in consideration of the payments 
to be made and the covenants and agreements hereinafter contained, have and 
do hereby give and grant an option to purchase unto the said second parties, for 
a period of 5 years from the date hereof, all of the following-described mining 
claims, situated in the Port Clarence mining district, Territory of Alaska, to wit: 


Lode mining claim named and known as Engineer, on Camp Creek. 
Lode claim named and known as Surveyor, on Camp Creek. 

Lode claim named and known as Shon Rue, on Greenstone Lode. 
Claim named and known as Klondike, on Greenstone Lode 

Claim known and named as Bald Eagle, on Greenstone Lode. 
Claim named and known as Carry Gow, on Cassiterite Lode. 
Claim named and known as Three Prospectors, on Casseriterite Lode 
Claim named and known as Collier, on Cassiterite Lode. 

Claim named and known as Mars, on Ida Bell Lode. 

Claim named and known as Jupiter, on Ida Bell Lode. 

Claim named and known as Green, on Ida Bell Lode. 

Claim named and known as Rob Roy, on North Star Lode. 

Claim named and known as Jenney Lynn, on North Star Lode. 
Claim named and known as Triangle, on Reaf Lode, and 

Claim named and known as Lincoln, on Reaf Lode. 


Patent to all of said above-described claims having been filed on February 5, 
1923, and now of record in volume 99, page 64, of Miscellaneous Records of the 
Port Clarence Mining Precinct, Territory of Alaska. 
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(2) Also placer mining claims known as Thressa, Margaret, and Gertrude 
placer mining claims, located and situated on Cassiterite Creek, a tributary of 
Lost River, in Port Clarence recording precinct, Territory of Alaska, patent to 
which was filed upon February 5, 1923, and is of record in volume 99, page 75, 
of Miscellaneous Records of Port Clarence Mining Precinct, Territory of Alaska, 
being all of the mining properties owned by the Lost River Tin Mining Co., and 
situated in said precinct. 

(2) Said option to continue for a period of 5 years from the date hereof unless 
sooner terminated as hereinafter provided. Said parties of the second part agree 
to pay for said mining claims above described the total sum of $250,000, payable 
as follows: 

On or before December 31, 1950, $50,000. 
On or before December 31, 1951, $50,000. 
On or before December 31, 1952, $50,000. 
On or before December 31, 1953, $50,000. 
On or before December 31, 1954, $50,000. 

(3) It is further understood and agreed that upon the payment of the said 
$50,000 on the purchase price aforesaid on December 31, 1950, the parties of the 
first part shall cause to be made, and properly executed and acknowledged, a 
good and sufficient deed, conveying to the parties of the second part or their 
assigns, all of the above-described mining claims and properties of the said 
parties of the first part, and shall place said deed, together with a copy of this 
contract, in escrow with ———— Bank of Seattle, Wash., together with a letter 
of instructions to said escrow holder to hold said deed and copy of contract until 
parties of the second part or their assigns shall have paid or caused to be paid 
or delivered to said escrow holder for parties of the first part, as trustees, the 
payments herein agreed to be made. Said parties of the second part agree to 
yay or cause to be paid or delivered to said escrow holder all of the payments 
herein agreed to be made, at the time and in the manner herein specified, and the 
said escrow holder shall be instructed and authorized that in case the parties of 
the second part or their assigns shall fail to make any of the payments herein 
agreed to be-made at the time herein specified, said escrow holder shall turn 
over to parties of the first part said deed for cancellation; and in case of rede- 
livery of said deed to parties of the first part for cancellation by reason of failure 
io make payments herein agreed, such redelivery shall terminate all rights of 
the parties of the second part under this option agreement; and all sums there 
tofore paid shall be forfeited to parties of the first part as rent and liquidated 
damages for the possession of said mining claims. 

(4) It is agreed that the parties of the second part or their assigns shall have 
the right to go upon said properties for the purpose of making such examinations 
and tests as may be desired. 

(5) It is further understood and agreed parties of the second part are to 
have as a part of the above-described premises all right, title, and interest of 
the parties of the first part in all buildings and improvements, whether situated 
upon the said described claims or in the vicinity thereof, but in case of forfeiture 
of this contract all of the same shall revert to the parties of the first part, together 
with the lands above described 

(6) It is further understood and agreed that in case parties of the second 
part or their assigns shall fail to make the payments herein provided for, at 
the times herein mentioned, to the said escrow holder, for the use and benefit 
of the said parties of the first part, such failure shall work a forfeiture of this 
contract, upon service of notice by parties of the first part upon said parties of 
the second part or their assigns, of such failure to pay; and if after such notice 
is mailed to parties of the second part or their assigns, and said failure shall 
continue for a period of 15 days, then this contract shall be terminated without 
further notice, and the time of making the payments herein provided for is of 
the essence of this agreement. 

(7) It is further understood and agreed that parties of the second part have 
furnished to parties of the first part their addresses, to wit, A. F. McIntosh, 
1621 17th Avenue, Seattle 22, Wash.; F. H. Furey, 6585 57th NE., Seattle 5, Wash., 
and that notice to the addresses of parties of the second part as above stated, 
when properly posted, shall be sufficient notice under the terms of this contract 
of any failure to make payments as herein provided. 

(8) It is further understood and agreed that a mining lease of even date 
herewith has been made and executed by the parties hereto, covering the lands 
herein optioned, which lease reserves a 10-percent gross royalty from all pro- 
duction, payable from time to time, the amount to be ascertained by the reported 
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smelter returns; and it is hereby agreed that the 10-percent royalties shall be 
applied on these option-agreement payments, but if said royalties do not equal 
$50,000 in any year the second parties shall pay the difference in cash. 

(9) It is further understood and agreed that any forfeiture that is provided 
for in the lease of even date herewith, covering the property herein optioned 
shall not be claimed or enforced in any year so long as the $50,000 annual option 
payment is made. 

(10) It is further understood and agreed that all of the terms, conditions, and 
requirements of this option shall extend to and be binding on the heirs, executors, 
successors, and assigns of the respective parties hereto. 

In witness whereof the said parties have hereunto set their hands and seals 
the day and year first above written. 

C. D. MURANE, 

R. A. ZIMMER, 

Mae L, Toomey, 

Trustees. 

A. F. McINTosH, 

F. H. Furey, 

H. R. FISCHNALLER, 
Parties of the Second Part. 


ACKNOWLEDGMENTS 


STATE OF WASHINGTON, 
County of King, ss: 

On this 16th day of November 1948, before me personally appeared B. A. 
Zimmer and Mae Toomey, two of the trustees of the stockholders of the Lost 
River Tin Mining Co., to me personally known, who being by me first duly sworn, 
did say that they are two of the surviving directors and trustees of the Lost 
River Tin Mining Co.; that the foregoing instrument was signed and sealed on 
behalf of said stockholders pursuant to authority of law, and that each acknowl- 
edged said instrument to be her free act and deed for the uses and purposes 
therein mentioned. 

Witness my hand and seal the day and year first above written. 

HERBERT J. DROLEN, 
Notary Public, in and for the State of Washington, residing in Seattle. 


STATE OF WYOMING, 
County of Natrona, ss: 

On this 14th day of November 1948, before me personally appeared C. D. Mur- 
ane, one of the trustees of the stockholders of the Lost River Tin Mining Co., to 
me personally known, who being by me first duly sworn did say that he is one of 
the surviving directors and trustees of the Lost River Tin Mining Co.; that the 
foregoing instrument was signed and sealed on behalf of said stockholders, 
pursuant to authority of law and that he acknowledged said instrument to be his 
free act and deed for the uses and purposes therein mentioned. 

Witness my hand and seal the day and year first above written. 

Harry Meo, 
Clerk of the District Court, in and for Natrona County, Wyo., residing 
in Casper, Wyo. 


MEMORANDUM OF AGREEMENT 


For the modification of paragraph 2 of a certain lease and working agreement, 
made and entered into on the 16th day of November 1948, between C. D. Murane, 
B. A. Simmer, and Mae Toomey, parties of the first part, as the surviving members 
of the Lost River Tin Mining Co., acting as trustees for the stockholders of the 
Lost River Tin Mining Co.; and A. F. McIntosh, H. R. Fischnaller, and F. H. 
Furey, parties of the second part, witnesseth : 

(1) Whereas said paragraph 2 of said lease and working agreement requires 
that the parties of the second part have upon the property described in said 
lease, a concentrating plant of the capacity of not less than 100 tons per day of 
24 hours, and requires that said mill and concentrating plant be installed during 
the year 1949, to be in operation not later than October 1, 1949; 
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(2) And further provides that during the year 1950, beginning in July of said 
year, said mill and plant shall be continuously operated, except when temporarily 
shut down for repairs, etc. 

It is hereby understood and agreed that in lieu of the above provisions, said 
second parties have the right and privilege of installing upon said property a 
mill and coneentrating plant of the capacity of not less than 150 tons per day 
of 24 hours, which said plant shall be installed and be in operation not later 
than the 31st day of August 1950; and in lieu of the continuous operation as in 
said paragraph 2 required, said parties of the second part shall mill and concen- 
trate not less than 30,000 tons each year, and shall ship each year the concentrates 
therefrom. 

(3) This contract is only to modify the original contract and lease insofar as 
herein specifically indicated. 

In witness whereof the parties have hereunto set their hands in triplicate, this 
23d day of July, 1949. 

(s) C. D. MURANE, 
(s) B. A. ZIMMER, 
Parties of the First Part. 
(s) F. H. Furey, 
H. R. FISCHNALLER, 
Parties of the Second Part. 


This lease and working agreement, made and entered into this 16th day of 
November 1948, by and between C. D. Murane, B. A. Zimmer, and Mae Toomey, 
being all of the surviving directors of the Lost River Tin Mining Co., the charter 
of said company has been dissolved, as trustees for the stockholders of the Lost 
River Mining Co., formerly an Alaskan Corporation, parties of the first part; 
and A. F. Melntosh, H. R. Fischnaller, and F. H. Furey, parties of the second 
part, witnesseth : 

(1) That the parties of the first part, for and in consideration of the pay- 
ments to be made and the covenants and agreements hereinafter contained, have 
and do hereby give, grant, lease, and demise unto the said second parties for 
a period of 10 years from the date hereof, all of the following described mining 
claims, situated in the Port Clarence mining district, Territory of Alaska, to wit: 


Lode mining claim named and known as Engineer, on Camp Creek. 
Lode claim named and known as Surveyor, on Camp Creek. 

Lode claim known and named as Shon Rue, on Greenstone Lode. 
Claim named and known as Klondike, on Greenstone Lode. 

Claim known and named as Bald Eagle, on Greenstone Lode. 
Claim named and known as Carry Cow, on Cassiterite Lode. 
Claim named and known as Three Prospectors, on Cassiterite Lode. 
Claim named and known as Collier, on Cassiterite Lode. 

Claim named and known as Mars, on Ida Bell Lode. 

Claim named and known as Jupiter, on Ida Bell Lode. 

Claim named and known as Green, on Ida Bell Lode. 

Claim named and known as Rob Roy, on North Star Lode. 

Claim named and known as Jenny Lynn, on North Star Lode. 
Claim named and known as Triangle, on Reaf Lode, and 

Claim named and known as Lincoln, on Reaf Lode. 


patent to all of said above-described claims having been filed on February 5, 1923, 
and now of record in volume 99, page 64 of Miscellaneous Records of the Port 
Clarence Mining Precinct, Territory of Alaska. 

Also placer mining claims known as Thressa, Margaret, and Gertrude placer 
mining claims, located and situated on Cassiterite Creek, a tributary of Lost 
River, in Port Clarence recording precinct, Territory of Alaska, patent to which 
was filed upon February 5, 1923, and is of record in volume 99, page 75 of Mis- 
cellaneous Records of Port Clarence Mining Precinct, Territory of Alaska, being 
all of the mining properties owned by the Lost River Tin Mining Co., and situated 
in said precinct. 

(2) Said parties of the second part agree to install upon said property a mill 
and concentrating plant of a capacity of not less than 100 tons per day of 24 
hours, said mill and concentration plant to be installed during the year 1949, 
to be in operation not later than October 1, 1949; that during the year 1950 and 
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beginning in July of said year, said mill and plant shall be continuously operated 
except when temporarily shut down for the making of necessary repairs or 
because of some extraordinary and unusual condition over which second parties 
have no control. 

(3) Said second parties further agree that the concentrates from said mill 
shall be shipped regularly during the shipping season to a smelter capable of 
extracting, separating, and saving the tin content of the concentrates so shipped 

(4) It is further agreed the second parties shall pay and deliver to the first 
parties 10 percent of the gross metal content of all ores mined, treated, and 
smelted, and they shall instruct the smeiter to which such concentrates are 
shipped to remit to a bank to be designated by the said first parties, to be placed 
to the credit of C. D. Murane and B. A. Zimmer as trustees. Said 10 percent 
royalty of the gross content of said concentrates shall be shown and accepted 
as appears on the smelter returns from the concentrates so shipped. 

(5) It is further understood and agreed that in case the parties of the second 
part or their assigns shall fail to make the payments of royaity as herein pro- 
vided, at the time herein mentioned, to wit, immediately after returns from the 
smelter to the said parties of the first part or to the bank designated by said 
parties, and for the use and benefit of the said first parties as trustees, or shall 
fail to operate said property in a good and minerlike manner continuously 
during the said period of 10 years, or shall fail to equip said property with a 
mill and concentrating plant as hereinabove described, then and in that case 
any one of such failures shall work a forfeiture of this contract, and upon 
service of notice by parties of the first part upon said parties of the second part 
of any of them or their assigns of such failure to operate or equip, and if after 
such notice is mailed to parties of the second part or any of them or his or their 
assigns, and said failure shall continue for a period of 15 days, then this contract 
shall terminate without further notice, and the time of making payment as 
herein provided is of the essence of this agreement. 

(6) It is further agreed that parties of the second part have furnished to 
parties of the first part their addresses, to wit, A. F. McIntosh, 1621 17th Avenue, 
Seattle 22, Wash.; F. R. Furey, 6585 57th NE., Seattle 5, Wash., and that notice 
to the addressees of the parties of the second part as above stated, when properly 
posted, shall be sufficient notice under the terms of this contract of any failure 
to make payment or of other breath of the terms or conditions of this said 
contract. 

(7) It is further understood and agreed that the parties of the second part 
shall at all times protect the title of the parties of the first part from liens of 
laborers and material men and shall permit parties of the first part or their 
authorized agents to go upon and maintain upon said premises any and all 
notices that may be necessary or proper to be maintained thereon for the purposes 
of protecting the title and interest of the parties of the first part from laborers’ 
and material men’s liens. 

(8) It is further understood and agreed that upon forfeiture of this contract 
for any cause all permanent improvements, equipment, and machinery placed 
upon said mining claims and necessary for the operation thereof shall be and 
remain upon said premises and shall be forfeited as part payment and liquidated 
damages to the said first parties as part payment for the value of the ore 
extracted and disposed of from said property. 

(9) It is further understood and agreed by the parties hereto that said second 
parties are to have as a part of the above-described premises all right, title, 
and interest of the first parties in all buildings and improvements, whether 
situated on said above-described claims or in the vicinity thereof, but in case 
of a forfeiture of this contract, all of the said property shall revert to the said 
parties of the first part, together with the lands above described. 

(10) It is further understood and agreed that upon forfeiture of this contract 
the said second parties shall peaceably surrender possession of said premises to 
the said first parties, and the said first parties are hereby authorized and em- 
powered to, if necessary to regain possession of said premises, with or without 
force, and with or without process of law. 

(11) It is further understood and agreed that all of the terms, conditions, 
and requirements of this contract shall extend to and be binding upon the heirs, 
executors, successors, and assigns of the respective parties hereto. 
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In witness whereof the said parties have hereunto set their hands and seals 
the day and year first above written, 
B. A. ZIMMER, 
MAE L. TooMEyY, 
C. D. MURANE, 
Trustees, 
A. F. McIntosuH, 
F, H, Furey, 
H. R. FISCHNALLER, 
Parties of the Second Part. 


ACKNOWLEDGMENTS 


STATE OF WASHINGTON, 
County of King, 88: 

On this 16th day of November 1948, before me personally appeared B. 8. 
Zimmer and Mae Toomey, two of the trustees of the stockholders of the Lost 
River Tin Mining Co., to me personally known, who being by me first duly sworn, 
did say that they are two of the surviving directors and trustees of the Lost 
River Tin Mining Co.; that the foregoing instrument was signed and sealed on 
behalf of said stockholders pursuant to authority of law, and that each acknowl- 
edged said instrument to be her free act and deed for the uses and purposes 
therein mentioned. 

Witness my hand and seal the day and year first above written. 

HERBERT J. DROLEN, 
Notary Public, in and for the State of Washington, residing in Seattle. 





STATE OF WYOMING 
County of Natrona, ss: 

On this 14th day of November 1948, before me personally appeared C. D. 
Murane, one of the trustees of the stockholders of the Lost River Tin Mining 
Co., to me personally known, who being be my first duly sworn did say that he 
s one of the surviving directors and trustees of the Lost River Tin Mining Co.; 
that the foregoing instrument was signed and sealed on behalf of said stock- 
holders pursuant to authority of law and that he acknowledged said instrument 
to be his free act and deed for the uses and purposes therein mentioned. 

Witness my hand and seal the day and year first above written. 

Harry Mo, 
Clerk of the District Court, in and for the County of Natrona, State 
of Wyoming. 





Unttep States Tin Corp.. 
Seattle, Wash., November 18, 1950. 
Hon. James Boyp, 
Director, Bureau of Mines and Deputy Minerals Administrator, 
Department of the Interior, Washington 25, D. O. 

Dear Mr. Boyp: Referring to attached report of our engineer, Mr. J. M. Mc- 
Donald, please note that we have purposely played down the prospects of the 
contemplated operation so as to be ultraconservative. 

Have put cost of mill installation high for safety, while as a matter of fact we 
have some of the equipment. We will require, as our principal item of expense, 
diesel-electric powerplant (we now use 12 various sized gas engines) which will 
also serve to furnish power for Bureau of Mines exploration and examination 
next season. 

Our buildings need only be slightly enlarged and weatherproofed in order to 
house, comfortably, the additional men and to take care of Bureau of Mines 
men during their further examination. 

Call your attention particularly to items comprising the estimate, near the 
end of page 3: 

Item: Ore block on No. 3 level—33,000 tons will be augmented to almost 38,000 
tons as proven by our own findings. 

Item: 80 percent recovery on Sn is too low as evidenced by our recovery 
methods past two seasons. We grind to 35 mesh, screening through No. 10 
screen, running the fines over Humphrey spirals, sending the balance through 
jigs. 

The tailings contain very little metal. A minimum of 90 percent recovery is 
indicated, since metal is almost entirely freed at 35 mesh and no sliming occurs. 
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By way of the spirals and jigs and tables we have been shipping a concentrate 
running approximately 70 percent metal against the 52 percent estimated at top of 
page 4, thus reducing shipping cost by 28 percent 

Since our regular placer work will be carried on next season with augmented 
equipment producing an estimated minimum of 125 tons of metal and because no 
officer of our company receives a salary the items of “Supervision” and “Seattle 
office” must be cut. 

Our recovery process at the mine is in the hands of an experienced metallurgist 
who came to us last year fresh from 10 years’ experience in tin and tungsten 
recovery in Bolivia. 

We process at Tacoma plant of Penn Salt Co., with hydrogen purchased from 
them. We make a grade A tin which we sell on the west coast at about 7 cents 
per pound higher than the New York price of tin. This is because we eliminate 
brokerage and freight. 

We make also at the Tacoma and Seattle recovery plants a 99 percent plus W 
for which there is a market at $3.55 per pound (after December 11 when duty is 
increased by 15 cents per pound). The loss in the conversion from Wo; to W 
results in a price of about $2.50 per pound to us. We own 50 percent of the 
United Chemical & Engineering Corp., which treats the concentrates. 

It is more than likely that tin prices will be higher than $1 (as used in our 
report) and if $1.10 is used and to this is added approximately 7 cents advantage 
on the west coast, together with the increased return from the higher grade 
tungsten, about 20 percent must be added to our gross recovery. 

In summing up it would appear that our gross value would be right at $2 
million, and that costs would be cut about $50,000, because all of the final 
recovery work would be done on the coast. It would seem that closer to $1 
million would be net before interest and taxes. 

We would appreciate you considering this report and letter an application 
for a loan of $375,000, or rather for a guaranty to our bank, the Seattle Trust 
& Savings Bank, for that sum. , 

We feel sure it will be ample, along with our own capital and our own bank 
credit, to put plant in place and for working capital. 

We have been assisted by Mr. Lorain and Mr. Herdlick of your Juneau office 
in the preparation of this report and letter and assure you they concur with us 
Mr. Herdlick, together with your Mr. Thorne, spent considerable time on the 
property this past season. 

Thanking you for your early consideration of this application and assuring 
you we will be glad to come to Washington for conference if you so desire, we 
remain, 

Yours respectfully, 
Unitep States Tin Corp. 
H. R. FIscHNALLER, President. 


P. S.—Because we have so much faith in this property we shall use all profits 
from this operation for further development of the mine, laying stress upon 
fluorite. We have been repeatedly told that the deposits of this material (now 
on the No. 1 critical list) is the greatest now known. On page 55 of R. I. 3902 
the statement is made “over 2 million tons of the tin ore.” Our findings over 
the years: indicate tonnage running perhaps in excess of 10 million tons on our 
property alone. We hope further exploration may develop much more good 
ore in the immediate vicinity and that perhaps other operations will result. 


H. R. F. 





DEPARTMENT OF THE INTERIOR, 
SUREAU OF MINEs, 
OFFICE OF REGIONAL Drrector, Rearon T, 
Juneau, Alaska, January 22, 1951 


References: Docket DMA-27, United States Tin Corp., Seattle, Wash., (Lost 
River Tin, Seward Peninsula, Alaska). 


Cuas. W. MERRILL, 
Acting Chairman, Nonferrous Metals Committee, 
Defense Minerals Administration, 
Care of United States Bureau of Mines, Department of the Interior, 
Washington 25, D. C. 
DeAR Mr. MERRILL: Enclosed herewith is the original and three copies of a 
report by the Alaska field team on the subject application. Only one copy each 
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of supplementary data, in the form of reports by the Geological Survey and 
Bureau of Mines, is enclosed because additional copies are not available in this 


office 


Also I am enclosing herewith a United States Tin Corp. report on the Lost 
River tin property that was forwarded to me by you, and a copy of a radiogram 


regarding ore reserves from P. L. Killeen of the Geological Survey. 


In the opinion of the field team this application deserves favorable considera- 


tion. 


grade than were used in the application. 


interest of maximum production and of conservation of resources. 
the company plan appears to be based on correct assumptions and to be finan- 
cially sound except that, in our opinion, provision for larger operating capital 
should be made. 
Our freight-smelter charge estimates were based, necessarily, on somewhat 
uncertain assumptions but are believed to be conservative. 
process now being developed by the company proves to be successful, the net 
financial returns will be increased substantially. 
In view of the short transportation season it is imperative that, if operations 
are to be started this year, equipment must be purchased within the next few 
months and shipment made on the first steamship leaving for Nome next summer. 
This ship is scheduled to sail from Seattle on June 5. 

immediate action on this application be taken. 
Yours very truly, 


INVESTIGATION 


AND 


We have based our computations on larger ore reserves at lower average 
This plan is recommended in the 
Nevertheless, 


If the new treatment 


Therefore, it is urged that 


Report or ALASKA Fre_p TEAM 


RECOM MENDATIONS, 


DOCKET 


Corp., SEATTLE, WASH. 


DMA-27, 


S. H. Lorain, 
Chairman, DMA Field Team, Region I. 


UNITED 


(Lost River Tin Mine, Seward Peninsula, Alaska) 


INTRODUCTION 


States TIN 


Following review by the Nonferrous Metals Commodity Committee, the loan 
application of the United States Tin Corp. (Docket DMA-27) was referred to 


the field team, region I, for investigation and recommendations. 


Important defi- 


ciencies in the loan application were noted by the Commodity Committee. 

In supplying the deficiencies to the loan application and in arriving at con- 
clusions, the field team has reviewed and utilized pertinent information from the 
following sources: 


Reports 


Heide, H. E.: 


Lost 


River Tin Mine, Seward Peninsula, Alaska. 


Mines Report of Investigation No. 3902, 1945. 


Heide, H. E.: 


Bureau of 


Confidential Supplement to R. I. 3902, unpublished 1945. 


Coats, Robert R.: Supplementary Report on the Lode Tin Deposits of the Lost 
River Mine, York District, Seward Peninsula, Alaska, United States Geological 
Survey Report, unpublished, 1942. 


Fearing, Frederic C.: 


Corp., Lost River, Seward Peninsula, Alaska, unpublished, 1918. 


Fearing, 


Frederic C.: 


‘ 


Report covering the property of the National Tin Mining 


Report of 1918 brought up to date and submitted with 


supporting data to the War Production Board and the Alaska Branch of the 
Geological Survey, unpublished, September 1942. 


Information cther than reports 
Mine inspection: Visit to the Lost River Mine to investigate conditions and 


requirements for approved Bureau of Mines project. J. 


A. 


Herdlick, Chief, 


Mining Division, and R. L. Thorne, mining engineer, region I, Bureau of Mines. 
September 11-13, 1950. 

Conference: With officials of the United States Tin Corp., Seattle, Wash. 
S. H. Lorain, regional director, and J. A. Herdlick, Chief, Mining Division, region 


I, Bureau of Mines. 


Cost 


November 11-13, 1950. 
Survey of current wage scales and material prices to 


investigations : 
adjust estimates to present conditions. 


January 1951. 
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Copies of R. I. 3902, the confidential supplement thereto, and the supplementary 
report by the Geological Survey are included with this report. Extra copies of 
the Fearing reports are not available in this office, but are presumably on file 
with the War Production Board and the Geological Survey, Washington, D. C. 

The following data are summarized from the various reports on the Lost 
River tin deposit; conclusions and recommendations are based on the reports 
and supplemental information. Detailed data on the deposit are available in 
the attached reports. 


LOCATION AND TRANSPORTATION 


The Lost River tin deposit is on Seward Peninsula about 6 miles inland from 
the Bering Sea on Cassiterite Creek, a tributary of Lost River. The mine is 
approximately 90 miles, airline, northwest of Nome, Alaska. 

Heavy freight must be transported during the summer months on the infre 
quent ships calling at Bering Sea ports. Freight for all ports in this area must 
be lightered ashore. Personnel and light freight can be flown from Nome and 
landed on natural airfields near the mine or at the mouth of Lost River. Ship 
ping rates from Lost River to Seattle (summer 1950) were as follows: 


Concentrates, sacked, less than 100 tons: Per ton 
Snes... =~ scbgut dae eileen ans endeaetiieeaae . $13. 50 
RINE Gone een etenne en memes fais Sicetasgiiiengibaba 6. 75 

Pe a stele i. Be ed ie 0. 25 

Concentrates, sacked, over 100 tons: 

I itictiemsinsom seats eiitasdi scale cesenstillgeiatmesn onninlbnetibaaies a 
Lighterage____-_~- a ee ae aa at 6. 00 
ik bit, dccciaineved-cannnitnatiaccid tbe - ; . ee 
Per hundred- Cents per 

Mining machinery, Seattle-Lost River: weight eubie foot 
NS icici: ccdnepitetl cScsts aekeetieeabte é alaiprht ae tl $1. 10 55 
Lighterage ...._~- bist thicceiatin iggpaabanin hhh gla clas chia . 55 27% 

en i tsk i dS cable et 2! 82% 


Commercial airline rates from Nome to Lost River are $40 one way per pas- 
senger and 10 cents per pound for freight. 

A report on the Lost River tin property by J. M. MacDonald’ is attached to 
docket DMA-27. This report suggests the construction of a road from Lost 
River to Teller at some future time. Comments by J. J. Norton, of the Geological 
Survey, suggest the immediate necessity of such a road to the harbor at Teller 
if extensive operations were to be conducted at Lost River. During World II 
the Army engineers made surveys for a dredged harbor and docks at Teller 
If this work is resumed and completed, a road to Teller would be justified as 
the advantages of receiving and loading freight at a protected harbor are obvious 
Such a road would be from 25 to 30 miles in length. As far as is known, no road 
surveys or cost estimates have been made. However, the first cost would be 
high. 

The harbor at Teller can currently accommodate small boats with a maximum 
draft of 16 feet. All supplies for the town are commonly lightered ashore. This 
is the Same condition existing at Nome where all freight, including that for the 
extensive dredging operations and for the Army airbase, must be lightered ashore 
Inasmuch as supplies for Lost River can be landed, under exactly similar con 
ditions at the mouth of Lost River, the operations there would be no more of 
a handicap than has always existed at Nome. 

Improvement of the 6 miles of road from the mine to the beach at the mouth 
of Lost River is necessary for continued placer operations or the proposed lode 
mining plant. The cost of improving the beach road for heavy truck haulage is 
estimated to be approximately $10,000. This section of road would be on the 
route to Teller and could be extended later if desirable. 


1 Mining engineer, United States Tin Corp. 
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PHYSICAL FEATURES, CLIMATE, AND WATER SUPPLY 


The valleys of Lost River and Cassiterite Creek are bordered by mountains 
1,500 to 2,000 feet in altitude; altitude at the mine camp is 300 feet. The entire 
area is completely barren of vegetation; all timber must be imported from the 
States or from southeastern Alaska. 

Climatic conditions are subarctic. Average annual precipitation at Nome is 
17.82 inches, over half of which occurs as rainfall during the summer months. 
Winters are severe; high winds and temperatures to minus 40° are common. The 
heaviest snowfall usually occurs in March and early April, but is not excessive. 
Constant drifting, however, blocks roads, cat trails and all openings. Mill 
buildings and dwellings would need to be thoroughly insulated and adequately 
heated. 

Both Cassiterite Creek and Lost River have sufficient water during the summer 
months to supply a large milling operation, but the creek decreases in flow and 
often freezes solidly during winter. Some water probably continues to flow 
under the ice; subsurface water might be available from the gravel stream bed 
if properly developed and protected. Old records contain reference to a flow 
of approximately 300 gallons per minute encountered in the lowest drift driven 
from the 400-shaft on the Cassiterite lode. If continuous, this underground 
flow supplemented by a water reclamation plant would be sufficient for a gravity 
milling operation of from 300 to 375 tons per day. Report of investigation 3902 
mentions a warm spring near the mouth of Camp Creek, and Lost River as pos- 
sible additional sources of water for winter operations. 


LABOR SUPPLY AND LIVING CONDITIONS 


Skilled miners and all technicians would have to be imported. Unskilled 
laborers, mostly Eskimo, could be recruited from local villages. The natives 
are intelligent and fairly industrious, although their working habits are some- 
what erratic. Training courses with special emphasis on health practices could 
be utilized to develop local miners and semiskilled surface and underground 
laborers. The native people prefer to remain in their homeland and will seldom 
accept employment at long distances from their villages. A local industry would, 
therefore, utilize labor which might otherwise be lost to the preparedness effort. 
Such employment also would relieve the Government from current expenses in 
the form of subsistence allowances to native families. 

A survey of prevailing wage rates in Alaska was made in October 1950. As 
a result of this survey, the following standard hourly rates were adopted for 
Bureau of Mines projects in Alaska, effective November 1, 1950. 





Job description : Per hour 
Diamond driller, foreman_____- eu ebeiagu ool os ; . $2, 35 
Miner, foreman___---~ J inbiod lia dablateas hae Ean tle aN lid bid, oS dhddbes 2. 25 
Sampler, foreman ___-- MAE cl italian ln AU, ct SUL. SEA 1. 95 
Speeeien |G iiere sila ol cb cual dn hla N AER, ts SRB 2.10 
Diamond-drill helper__.__.._-__-_------~- Ridden see ee, ee 
NOT ah sh i las Sh ha nice leh ws Abdel obebi ds led 1. 80 
eT a a as Ul ie cile  a LEE hl 2.15 
I, SION I ipa ceeeac eesti cin csp tinal cthnach tiem ech lipasleadiall tdi itn dade 2. 15 
ones qnereber isis oleic ee ee a 1. 95 
Miner- pas ei Ce a) eal Dd died te 2. 00 
Timberman iad oie bb NL Ue bees eu, 2. 05 
Laborer, underground. ____-_ bbl tb adn did de etnbie ae ED OU id doa 1. 75 
Bmiborer irGneel sei th ee a a eles Aes 1. 60 


At isolated projects in the interior of Alaska, such as the Lost River mine, 
a cost-of-living allowance of $4.50 per day is paid in addition to the hourly 
wage. The above scale and allowances in most instances compares favorably 
with rates paid by contractors and other Government agencies. 

Present living facilities at the mine are limited to men only; no family ac- 
commodations are available. A two-story combination cook and bunk house was 
utilized to feed and house 30 natives during the summer of 1950. A large, 
strongly constructed log building could be remodeled to house from 12 to 15 addi- 
tional men. Three small frame buildings are available for office and living space 
or may be remodeled at moderate cost for staff or family use. Present housing 
facilities, with the noted alterations or improvements, can accommodate a crew 
of approximately 50 men. 
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Expansion of operations above 100 tons per day would require more buildings 
or, preferably, a new camp location and all new construction Recreationa! 
facilities are entirely lacking and should be provided for any operation. The 
complete isolation and barren surrounding country offers no opportunity for 
entertainment and is partly responsible for the large labor turnover which has 
handicapped former operations. 


ORE DEPOSITS AND RESERVES 
General geology 

The geology of the Lost River deposit is described in detail in the attached 
reports. Briefly, the tin-tungsten ores contain the ore minerals cassiterite and 
wolframite with various amounts of quartz, sericite, topaz, zinnwaldite, and 
many other minerals in lesser amounts. Fluorite is abundant in portions of 
the ore bodies. The country rock is limestone that has been intruded by rhyolite 
porphyry dikes and a granite stock. Tin and tungsten ores occur in the dikes 
and near the granite-limestone contact in both granite and the surrounding 
metamorphic aureole. 
Ore reserves 

The work completed by the Bureau of Mines and the Geological Survey proves 
the existence of three principal types of tin-tungsten ore deposits in the explored 
area; “dike” ores, “granitic’’ ores, and contact metamorphic deposits. Estimated 
ore reserves and brief descriptions of the various deposits are summarized from 
Bureau of Mines reports as follows: 

Dike ore.—Tin-tungsten ore in and along acid dikes cutting limestone ; measured 
and indicated by mine workings and drill holes on cassiterite lode. 


te i nt Tin, rungsten Tin, Tungsten 
Block Tons percent Sn | percent WO;| pounds, Sn | pounds WO; 


mos 77, 578 1.08 0.12 1, 675, 685 186, 187 
B , 49, 600 71 27 704, 320 267, 840 
Gas 15, 504 vs 16 303, 878 49, 613 
D 48, 800 35 07 341, 600 68, 320 
E 90, 933 26 46, 472, 852 836, 853 
F 42, 160 42 13 354, 144 109, 61¢ 
G 114, 165 71 O8 1, 621, 143 182, 664 
H 126, 000 33 13 831, 600 327, GX 

Total 564, 740 56 18 6, 305, 222 2, 028, 693 


| Figures 39 and 40, Bureau of Mines report of investigation 3902 Tables 11 and 12, p. 3, confidentia 
supplement to report of investigation 3902 


NotrEes.—The United States Tin Corp. has based its application on 33,000 tons of the higher grade 
developed by the No. 3 adit on the cassiterite lode. This ore is included in sections of blocks A and B 
tabulated above. Examination of Fearing’s original analyses and the Bureau of Mine’s check analyse 
indicates that the tonnage and grade is available by mining selected blocks in the area described b 
MacDonald in the report accompanying the loan application 


Granite ore-—High grade tin-tungsten ore within the granitic intrusive; indi 
cated by core drilling only. 


Block ! Tons Percent Sn | Percent WO Pounds Sn | Pounds WO 

1 38, 340 1. 182 0. 323 906, 357 247, 676 
2 24, 300 1. 299 317 631, 314 154, 062 
3 44, 358 864 348 766, 506 308, 731 
4 7, 811 2. 122 216 331, 498 33, 743 
5 53, 320 1. 524 206 1, 625, 193 219, 678 
Total 168, 129 1. 267 287 4, 260, 868 963, 8% 


1 Fig. 29, Bureau of Mines report of investigation 3902. Tables 15 and 16, p. 4, confidential supplement 
to report of investigation 3902 


As indicated by core-drill data, the best tin-tungsten ore does not occur at 
the granite-limestone contact but is within the granite a maximum of 40 feet 
from the contact. The comparatively high-grade ore apparently is in a flat 
lying zone. Where penetrated by drill holes it was 9.3 to 21.3 feet thick. Cores 
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from the strongly mineralized sections were predominantly soft and uncon- 
solidated. 

The presence of a buried granite mass was postulated by Fearing and the 
Survey geologists, and the positive evidence of tin-tungsten ore within the 
granite is considered to be a mineral discovery of possible major importance. 
The Bureau of Mines currently is making preparations to further investigate 
the deposit by crosscutting the granite ore from the lower levels of the mine. 
However, actual work cannot be started until after the ice goes out of the 
Bering Sea in June or early July. Additional development may greatly in- 
crease the granite ore reserves. 


Contact metamorphic ore 


Low-grade tin-tungsten ore, with from 18 to 20 percent fluorite, overlying 
the granite and extending to the surface; indicated by surface trenches and 
core-drill holes. 


| | | j j 
‘7 s . Percent «| Pounds 
Tons ! Percent Sn WO; Pounds Sn WO; 


Ore 3, 418, 204 | 0. 254 0.030 | 17, 401, 000 2, 047, 400 


| 


| 


! Figs. 29 and 30, Bureau of Mines Report of Investigation 3902. Table 17, p. 5, Confidentisl Supplement 
to Report of Investigation 3902. 


A block of the contact metamorphic zone approximately 400 feet square has 
been partly explored by a few drill holes; it overlies the apex of the buried 
granite intrusive. The origina] limestone has been brecciated, altered, and 
intruded by numerous acidic and basic dikes of many sizes. Tin and tungsten 
is disseminated irregularly throughout the zone. Fluorite is abundant, usually 
disseminated but locally massive. 

It should be noted that the grade of the metamorphic ore is calculated entirely 
on the basis of core-drill samples. Surface trenches 5, 6, 9, and 10 (figs. 34-36, 
Report of Investigation 3902) are all in the metamorphic zone and show aver- 
age as well as some exceptionally high values. There is reason to expect that 
the contact metamorphic ore, as well as the “granite” ore, will extend to con- 
siderable distances beyond the block that has been indicated. The Bureau of 
Mines project to be started in June 1951 is planned to further evaluate both 
types of ore deposits and to obtain mining-method data. 


Total estimated reserves—Recapitulation 





Tons Percent Sn vo | Pounds Sn ‘won 
Cassiterite lode . 564, 740 0. 56 0.18 | 6,305, 222 2, 028, 693 
Granite ore 168, 129 | 1. 267 . 287 4, 260, 868 | 963, 890 
Metamorphic zone 3, 418, 204 254 . 030 | 17, 401, 000 2, 047, 400 
Total | 4,151, 000 334 061 | 27,967,000 | 5, 040, 000 


METALLURGY 
Ore dressing 


A representative sample of dike ore was submitted to the Bureau of Mine’s 
Rolla, Mo., laboratory for beneficiation tests. The investigation included table 
concentration, flotation of table concentrates, magnetic separation of tin and 
tungsten, and chemical separation of tin and tungsten. 

Although microscopic examination indicated that most of the cassiterite and 
tungsten minerals were freed at 14 mesh, the gravity concentration tests 
utilized 3-stage grinding with successive classification and tabling. Results of 
the best table concentration test are summarized as follows: 
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Metallurgical data’ 


" Analyses, percent Percent of total 
> eight 
Product percent 
Sn WOs Sn WO, 
Combined concentrate 1.91 37.14 14. 80 75. 73 85. 90 
Middling-..... dace 3. 04 2. 16 0. 59 7.01 5. 44 
Combined tailing 95. 05 0.17 03 17. 26 8. 66 
Calculated head 100. 00 4 33 100. 00 100. 0 


! Bureau of Mines Report of Investigation 3902, p. 45 


Flotation tests indicated that the table concentrates can be upgraded to 42.15 
percent and 16.70 percent WO; by removal of the sulfide minerals. All impur 
ities except lead are reduced below smelter penalty minimums 

The recoveries and concentrate grade obtained in the above tests are believed to 
be the minimum which might be expected from a milling operation. Additional 
test work is needed to improve recoveries and to simplify the complicated flow 
sheet suggested by the Rolla laboratory. Jigs and spirals have been used success- 
fully in making good recoveries of placer tin at Lost River; their application to 
the lode ores should be determined. 

Refining 
Bulk concentrates from the Lost River deposits, either lode or placer, are not 

acceptable at the Texas City tin smelter because of the high tungsten con 

tent. Additional treatment is necessary to produce marketable tin and tungsten 
concentrates. 

In April 1943, the Salt Lake City plant of the United States Vanadium Corp. 
would accept Lost River concentrates for tin-tungsten separation by patented 
process. The Salt Lake City plant has since been dismantled, but a similar plant 
is in operation at Bishop, Calif. For cost estimation purposes, it is assumed 
that the tin-tungsten separation can be made at Bishop or elsewhere at rates 
comparable to those in effect in 1948. The 1943 rates were as follows: 

Treatment : 

Base charge ; 3 percent WO; concentrates, $30 per ton 

Increase base $1 per ton for each 1 percent WO; up to 15 percent WO; 

Maximum charge; 15 percent WO, or over, $42 per ton 
Payment : 

Market prices for 90 percent of WO; up to and including 15 percent WO, 

Market price for 100 percent of WO; over 15 percent WO; 

The residue from the tungsten separation is acceptable to the Texas City 
smelter. Smelter charges in effect in December 1949 were as follows: 

Treatment : 

Base charge; for concentrates containing 60 percent payable tin, $30.24 per ton 

Decrease base $1.036 per ton for each 1 percent payable tin above 60 percent 

Increase base $0.672 per ton for each 1 percent payable tin below 60 percent 
down to and including 40 percent payable tin 

Below 40 percent payable tin the increase over $43.68 shall be $0.20 per ton on 
concentrates for each 1 percent payable tin down to and including 18 percent 

payable tin 

Deductions : 

Deduct 0.9 percent from full payable tin content for concentrates containing 64 
percent payable tin. Deduction increased by 0.025 of a unit for each 1 percent 
payale tin below 64 percent, fractions pro rata. No deductions for concen- 
trates over 64 percent. 

Impurity penalties : 

Antimony : 0.2 percent free ; excess at $3 per unit 

Arsenic : 0.4 percent free ; excess at $2.50 per unit 

Copper : 0.2 percent free ; excess at $3 per unit 

Lead : 0.2 percent free ; excess at $3 per unit, maximum lead penalty ; $10 per ton 

Bismuth : 0.2 percent free ; excess at $3 per unit 

Zinc : 3 percent free ; excess at $1 per unit 

Sulfur: 4 percent free; 4 to 8 percent, $1 per ton. Over 8 percent, $1.50 per ton 

-ayment : Market price less 4 percent per pound 
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Definitions : Ton ; long ton at 2,240 pounds. Unit; 1/100 part of a long ton (22.4 
pounds). 

(Note.—The United States Tin Corp. has a 50-percent interest in the United 
Chemical Engineering Corp. which has constructed a plant at Tacoma, Wash., 
for the treatment of tin concentrates. Initial production will be from approxi- 
mately 90 tons of placer tin-tungsten concentrates recovered from the Lost River 
deposits during the summer of 1950. The process is reported to require no prior 
separation of tungsten, and is said to produce premium grade products. If suc- 
cessful, the plant will effect substantial savings in refining and transportation 
costs. ) 

The Tacoma plant was being tested in late December 1950. Results of initial 
runs are reported to have been satisfactory, but operational and cost data are 
not available. Qualified chemical engineers are directing the operation which, 
apparently, is on a sound technical and financial foundation. 


COST ESTIMATES 
Basis 

Costs are estimated for the recovery of measured and indicated ore on the 
basis of 100 tons and of 1,500 tons per day, respectively. 

The 100-ton-per-day operation would recover dike ore from blocks A, B, and 
C (fig. 39 R. I. 3902). This area includes the high-grade block on which the 
United States Tin Corp. proposes to base their operation. The high-grade block 
would supply a 100-ton mill for about 1 year. A small additional amount of 
work would develop for mining approximately 142,700 tons of measured and 
reasonably indicated ore in blocks A, B, and C containing 0.94 percent Sn and 
0.18 percent WO;. At present prices, the larger tonnage can be recovered at a 
profit and would supply a 100-ton mill for about 4 years. 

The 1,500-ton-per-day cost estimates are based on additional development of 
the granite and contact metamorphic ore zones and the use of low-cost mining 
methods. The 4,151,000 tons of measured and indicated ore would supply a 
1,500-ton plant for about 9 years. 

The need for increased production of domestic tin and tungsten and the 
indicated large reserves in the granite and contact metamorphic ore zones might 
justify the construction of a 1,500-ton plant. However, the initial investment 
required and the added risk of long-term development under present conditions 
are unfavorable to private operators. Furthermore, the smaller operation would 
permit the gradual development of an operating staff and would serve as a 
guide to large-scale operations. 


100 tons per day 

Mining.—The several Bureau of Mines examining engineers, and others, agree 
that the ores from the Cassiterite lode can be recovered by low-cost shrinkage 
methods. Short stopes, involving rapid mining and drawing, may be necessary 
to combat packing and freezing of the broken ore. 

The following costs are based on a similar development and stoping operation 
conducted by the Bureau of Mines at Nye, Mont., during 1949 and 1950. Detailed 
costs on all phases of the Nye operation were kept and compiled. Labor costs 
have been adjusted to the Alaska scale quoted previously. Equipment and 
material costs have been adjusted, as nearly as possible, to prices prevailing on 
January 10, 1951. Wherever freight has not been added as a separate item, 
first costs have been increased by 50 percent. 


Equipment 


| Weight | Cost 
| 
Compressor, 781 cubic feet W N-112C, synchronous motor 14, | $10, 600 
Starting equipment, motor-generator set, starters, etc_- 1. | , 845 
Air receiver, 48-inch by 121. ‘ 3, | 
Locomotive, trammer type, Edison storage battery-- 5, | 
Battery, extra, Edison, 35 cells C-6 1, 


Charger, motor generator and controls, 744 kilowatts____- 
Mucking machine (carloader type) - 

Cars, mine, 21 cubic feet at $300, 12 each. 

Drills, drifter, 344 inch, at $665, 2 each 

Drills, stoper, 8-91 at $645, 4 each. __- se . faa | 
Hoses, air and water, 50 feet, 10 sets | 
Columns, arms, clamps and saddle, 2 sets__.- | 
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Equipment—Continued 


Hoist, mine electric, 25 horsepower, | each 
Hoists, tugger, 2 each. - 

Hoists, slusher, 2 drum, 2 each_._. 

Buckets, slusher, 30-inch, 2 each 

Pumps, drill water supply, 2 each 

Lamps, mine, battery, 25 each 

Charger, mine lamp, and rack. 

Fan, ventilating, 12-inch-_-__- 

Bag, fan, 1,000 feet, 12-inch - - _- 

Steel, drill rods__..._- hed 

Pipe, air, 1,000 feet, 4-inch_ . 

Pipe, air, 1,000 feet, 2-inch . __- 

Pipe, water, 1,000 feet, 1-inch __ 

Track, 900 feet, 16-pound rail, splice and bars and spikes 
Parts, spare - - atihidid 

Tools, miscellaneous, small tools and equipment- 
Plant, power, 200 horsepower (4 to total plant)_ 
Skip, ore. . aconcee : 


Da os chute 
Freight, origin to Lost River mine 52.5 ton at $40 (estimate) 
Installation and incidentals--_- 

Total capital expenditure, mine only 


Development: Raising, estimated cost per 


Labor Man-hours 

Breaking (drilling and blasting) 1.419 

Mucking and drawing (hand) 1. 984 

Tramming aan . 1. 812 

Timbering _. 3. 274 
Other (piping, etc.) 113 | 

Direct labor. - - . - 8. 602 


Overtime for 7-day workweek, add 14.3 percent base rate 


Total direct labor 


Supplies and power 


Total direct labor - 


Dynamite, 40 percent _- pounds 
Fuse - feet 
Detonators_.._.. each 
Timber... . board feet 
Bits, detachable ___. each 


Drill steel and repairs_ --- 
Miscellaneous supplies and repairs_ 
Compressed air... _. 

Power (trammer and lights) 


Total supplies and power -. 
Supervision and engineering - 
Industrial insurance, social security and loss on boarding house (20 percent 
of labor) . 


Total direct cost per foot raise - 


1 1949-50 cost at Nye increased by 50 percent 


Weight 


2, 500 
450 
2, 400 
820 
1, 000 
200 
150 
250 
1, 500 


2, 000 | 


10, 790 
3, 650 
1, 670 

11, 700 
1, 500 
2, 000 

18, 000 
1, 000 


105, 090 


foot 


Rate per hour 


00 
75 
75 
05 
00 


whe dO 


Units 


3. 817 


22. 268 
2. 430 
58. 323 


527 
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Cost 


3, 000 
1, 070 
2, 820 
524 
510 
625 
500 
460 
915 
800 
950 
400 
200 
900 
3, 000 
4, 000 
2. 000 
500 


73, 367 
2, 100 
14, 533 


90, 000 


$2. 838 
3. 472 
3.171 
6. 7il 

226 


16. 418 
2. 348 


18. 766 


Cost 


$18. 766 


1. 170 
360 
060 

5. 850 
165 
045 

2.010 

1. 620 
630 


11. 910 
2. 595 


37. 024 
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Drifts and crosscuts, estimated cost per foot 


| 























Labor Man-hours | Rate per hour| Cost 

Breaking (drilling and blasting) ‘ 1. 974 | $2. 00 $3. 948 

Mucking (loader) 1, 726 2.00 3. 452 

Tramming . . 800 | 1.75 | 1. 400 

Timbering (sprags for pipe only) 053 | 2. 05 | . 108 

Other (pipe, rail, switches, etc.) 594 2. 00 1. 188 

————— | ———____—_—__ 

Direct labor | 5.174 |. ; ones 10. 096 

Overtime for 7-day week, add 14.3 percent to base rate — ontieehwseaielnade 1.444 

Total direct labor Seana .| 11. 540 

| ' 
Supplies and power Units Cost ! 

lieitistereansmnipilliiadis Se a ne teenie 

Total direct labor... [-- $11. 540 

Dynamite, 40 percent . ... pounds 10. 453 | 3. 210 

Fuse. mae , feet __| 34. 600 . 585 

Detonators... ‘ d rcenns 3. 466 075 

Timber-.. ; board feet _- 1. 386 120 

Bits, detachable_._. : ‘ ‘ a each _- . 320 090 

Drill steel repairs. fel gauemnniien 045 

Miscellaneous supplies and repairs___- . ey | - 480 

Compressed air (drills and mucking machine) a ‘ 825 

Power (trammer and mine lights) péaretin a . 465 

Total angie and power.. ; 5. 895 

Supervision and engineering. 1. 290 
In — insurance, social security, and loss on boarding house (20 percent of 

labor) ; ams 2. 308 

| ne Ens = 

Total direct costs per foot drift or crosscut -_ ‘ 21. 633 








1 1949-50 cost at Nye increased by 50 percent. 


Using the unit costs estimated from the above data, the overall cost of fully 
developing blocks A, B, and C are as follows: 


Rehabilitate Nos. 2 and 3 adits, old, raise, ee $25, 000. 00 
Batend Nev @-abit STS teat at GROG * inxs nn cece ccicccccs 5, 788. 75 
Ii NO, arr em, TI esa aninsinenlnnibinieinlenva 13, 406. 25 
Raises, 100 feet intervals 1,000 feet at a a ah i a 37, 500. 00 
I lini heehee 81, 695. 00 
a ne oa a seat te . 572 


1 Hoisting added. 


Vein widths are such that all development should be in ore. If drifts are 
driven 6 by 8 feet and raises 6 by 15 feet, 11,100 tons of ore will be stockpiled from 
development. 

Stoping, estimated cost per ton are* 


Rate per 








Labor Man-hours hour Cost 
Breaking (drilling and blasting) , 0. 267 $2. 00 | $0. 534 
Mucking (loader and scrapers) | . 345 2.00 | 690 
Tramming | 316 1. 75 | . 553 
Timbering (temporary stulls) 181 2.05 | 371 
Other (pipe, secondary breaking) | 103 2.00 | 206 
Direct labor 1. 212 2, 354 
Overtime for 7-day week, add 14.3 percent to base rate __ | . 336 
Total direct labor 2. 690 


1 1949-50 costs at Nye increased by 50 percent 





| 


4 
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Stoping, estimated cost per ton are 


Supplies and power 


Total direct labor 


Dynamite, 40 percent 

Fuse 

Detonators 

Timber, round 2 

Timber, sawed ? 

Bits, detachable 

Drill steel repairs 
Miscellaneous supplies and repairs 
Compressed air 

Power (trammer and lamps) 
Hoisting (below 3 adit only) 


Total supplies and power 


Supervision, engineering and sampling 


Industrial insurance, social security and loss on boarding house 


labor). 


Total direct stoping costs 


1 1949-50 costs at Nye increased by 50 percent 
2 Chute timbers and temporary 


Recapitulation: 


Development____ 
eee 


ivaccntnnne . 


(20 percent of 


Direct mining costs 


-Continued 


Units 


0.9046 pounds 
403 feet 
452 each 
265 linear feet 
1.860 board feet 
153 each 


Cost 


2. 690 


289 
066 
010 
048 
186 
039 
009 


Per ton ore 





_ $0. 572 


5. 072 


5. 644 


Milling.—Several major items of milling equipment are available at the mine. 
Included in these items are a 5 foot by 6 foot Union Iron Works ball mill and a 


large jaw crusher. 


also can be incorporated in the milling plant. 


Equipment : 


for a 100-ton plant using a simplified flowsheet. 


Item 


Coarse ore bin, 50-ton 

Grizzly 

Crushers and motor (30-horsepower) 
Conveyor belt to fine ore bin 
Screens, shaker 

Fine ore bin, 100-ton 

Feeder. 

Ball mill, 6 by 5, and motor... 
Elevator.__. 

Jig--. 

Classifier __ . 

Spirals, 4. 

Slime thickener and pump 
Concentrate thickener and pump 
Filter and vacuum pump._- 
Concentrate storage tank 

Tailing and return water pumps 
Mill water tank - - 

Water pipe and fittings 

Heating plant, pipe and fittings 
Powerplant, 200-horsepower (44 of total 
Balls, grinding, initial charge 
Spare parts and tools. 


Total equipment__ 
Less ball mill and crusher- 


Equipment required 


Freight, 5344 tons, at $40 (source to Lost River) -- 


Mill building (freight included in estimate) 
Installation of equipment 


New capital required 


Total cost of milling plant 





Weight 


10, 000 
1, 500 
8, 000 
5, 000 
1, 000 
15, 000 

700 
15, 000 
1, 800 
1, 000 

900 
2, 000 
3, 000 
3, 000 
4, 000 
1, 500 

800 
5, 000 
5, 000 
15, 000 
18, 000 
10, 000 
3, 000 


130, 200 
— 23, 000 


107, 200 


The jig and spiral equipment used in the placer operation 


The following are the principal items of equipment necessary 


Cost 


$5, 000 
300 

3, 000 
2, 500 
700 

&, 000 
1, 300 
11, 000 
1, 000 
500 
900 

2, 000 
1, 265 
1, 235 
4,000 
000 
700 
2, 000 
3, 000 
15, 000 
20, 000 
1, 000 
5, 000 


~ 


91, 400 
14, 000 


77, 400 
2, 140 
60, 000 
18, 460 


158, 000 


172, 000 
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Operation 


Estimated costs 


Costs 
Rate per 
hour 
Per day Per ton 
LABOR 
Superintendent, | $2. 25 $18. 00 $0. 180 
Operators, 3 2. 00 48. 00 480 
Crusher operator, |! 1.75 14. 00 140 
Helpers (filtering, sacking concentrates, etc.), 2 1. 60 25. 60 256 
Mechanic-electrician, 4@ shift 2.15 8. 60 OR6 
Direct labor (744 men) 114. 20 1. 142 
Overtime for 7-day week (14.3 percent base 16. 33 163 
lotal direct labor 130. 53 1, 305 
SUPPLIES AND POWER 

Grinding balls, liners and jaw plates 5. 00 050 
Other supplies, sacks, replacements, etc 20. 00 200 
Heat 50. 00 500 
Power 50. 00 500 
Total supplies and power 125. 00 1. 250 
Supervision and assaying 30. 300 

‘ndustri®] i nsurance, social security and loss on boardinghous« 
(20 percent of total direct labor) 26. 11 261 
Total direct costs 311. 64 3. Le 


Treatment of transportation 

Mill recoveries.—Recoveries are based on test results obtained at Rolla. The 
142,700 tons of ore in blocks A, B, and C average the same in tin (0.94 percent) 
as the test sample but will be lower in tungsten content than the test sample. 
Adjustments for the lower tungsten value and for middling retreatment indicate 
that a 100-ton mill will produce daily products calculated as follows: 


Vill products, per day or 100 ton heads 


Analysis (per 


cent) Content (pounds)| Percent total 
a Weight 
Product (tens) ont aa . 

Sn WO; Sn WOs Sn WOs 
Concentrate 2.0439 | 37.14 7. 95 1,518.1 | 325.19 80.75 90. 33 
railing 97. 9561 185 018 361.9 34.81 | 19.25 9. 67 
Heads 100. 0000 940 180 1, 880.0 | 360.00 | 100.00 100. 00 

Concentration ratio, 48.93 to 1 
Recovered values 

Sn 1518.1 pounds at $1.55 - ae ceseneeieiaticeneiay sla tadadetiacunianeadieaeniacs aE 
Pn a IIR AI I I techn cs etl ota ere omnes a em 764. 20 
ach iinsscccaieeniete ; a ndiipthiok alah athe sean oo wos eeeliaeiadag bedeaedadel Aine 
Per. ton of0.......... cates nndibieal Wah atta tana a sdbiaitebal 81.17 


Refining and smelting.—Refining costs are based on tin-tungsten separation at 
the Salt Lake City plant of the United States Vanadium Corp. and tin smelting 
at Texas City, Tex. The schedules used are those quoted on pages 8 and 9 
More recent schedules are not available. The estimated refining and trans- 
portation costs are believed to be maxima. Economies could be effected by 
direct water shipment to Texas City where provision could be made for the 
prior tin-tungsten separation. If successful, the Tacoma, Wash., plant of the 
United Chemical Engineering Corp. will effect substantial reductions in refining 
and transportation costs 
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Tin-tungsten separation—Charges and payment 


Per ton 
meceentrate 
tase charge: 3 percent WO, concentrate $30. 00 
95 units over 3 percent at $1 4.95 
Treatment ; 34. 95 
ay for 90 percent of 159 pounds at $2.35 ‘ ‘ 336. 28 
ess treatment__- ‘ ; . 34. 95 
Refinery net__-_- niiimiee J a 301 


> 


Daily production, 2.0439 tons at $301.33 equals $615.89 
Refinery net; per ton milled, $6.16. 


Toner 
Daily weight tin-WO; concentrate produced 2. 0439 
Less 7.95 percent WO; : i: bi 1635 
Daily weight tin concentrate to Texas City 1. 8804 


Grade of concentrate after removal of WO; equals 40.34 percent Sn. 
Daily production, tin concentrates, long tons, 1.6788. 


Tin smelting—Charges and payment 
Per long 


ton 
Base charge, 40 percent Sn — $43. 68 
Less 0.34 percent of $0.672___-__-- - ‘ 23 
I isi unt iri Ss we sc — 43. 45 


Deduct 1.49 units or 33.38 pounds Sn. 
Pay for 903.61 pounds, less 33.88 pounds or 869.73 pounds at $1.55 minus $0.04 
equals $1,314.05. 


Daily production, 1.6788 tons at $1,314.05 woeldiadal $2, 206. 03 
Treatment, 1.6788 tons at $43.45_______- ‘ cat : ae ia 72. 94 
Smelter net from daily production wctccanteanitl 2, 133. 09 
Smelter net per short ton milled ; ‘ wi 21. 33 


Summary of refinery—Smelter charges and losses 





Per ton milled 
Tin smelter net aa $21. 33 
WO; refinery net- ‘ a 6. 16 
Combined net____~- ome sie : 27. 49 
SING: SIDI nics c:snssnenepenieesinacnann sg ; . alma “ 31.17 
Smelter-refinery charges and losses___- alain 3. 68 
Additional for loss of tin in WO;-tin separation and for removal of 
sulfide impurities 22 
Total refining charges and losses ccceeshiiines 3. 90 
Transportation : Tons 
Daily production from 100 tons ore : 2. 0439 
Moisture and sacks 6 percent (estimated) ” 1226 
Total weight per day________- as 2. 1665 
Charges 
Trucking, mine to beach, 2.1665 tons at $0.50 $1. 08 
Ship and lighterage, Seattle, 2.1665 tons at $18 a . 89.00 
Railroad, Seattle to Bishop, Calif., 2.1665 tons at $20 (estimated)_. 43.33 
Railroad, Bishop to Texas City, 1.9932 tons at $20 (estimated) _- 39. 86 
SN i an sa leaded si 123. 27 


Per ton ore milled_- ee : ins aad PEE 1. 233 
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Summary of operating data, 100 ton plant—Capital requirements 


Item Cost nel 

Mine plant $90, 000. 00 $90, 000. 00 
Mill plant 172, 000. 00 158, 000. 00 
Development | 81, 700. 00 81, 700. 00 
Road (by territory or A. R. C 10, 000. 00 
Camp repirs and improvements 26, 300. 00 26, 300. 00 
Oil handling and storage facilities 25,000.00 | 25, 000. 00 
Machine and blacksmith shop 10, 000. 00 10, 000. 00 
Laboratory and engineering supplies 5, 000. 00 5, 000. 00 

Total 420, 000. 00 396, 000. 00 
Amortization (to 142,700 tons) per ton 2. 943 | 2. 775 


Note.— Working capital for 9 months’ operation or payments on stored concentrates, $260,000 


Personnel 

Job Number 
Beeners, stenine and development.__.......................... oe 
Trammers 
I ns cinssceascenecstensss enon cll ina dacenihuh tien Mats nla has eit ie ale ltl ater inad ue os Saal 
Timbermen _____-_- 
Titian iat ail clita carla ate actin, F esmeseninnin sptgiiaotnipaeei 
General (track, pipe, and helpers) ____-_-- a eee 
Mine foreman 
Sn  sctasicsccqrepiptnininmipicarecantantea 7 
Crusherman __---- 
Mill helpers ___-__--- 
a 
Powerplant operators _____- 
Truck and cat drivers 
Janitor and surface maintenance__-___ 
nn ne ee 
Cook and helper_____.__--- 
SEE snteicpalbticemnenitninananutomiitmaepsccntaitedihe alt Jt ctlee cs ncn eee 
Engineer and sampler 
Clerk and storekeeper_____-_- 
IIE ceric ene 


om 


seb 


~ 


RMR eH DK IND wre eH Oe bot 


,, | eee 


Costs and operating profit 


Development (included in amortization item) 


RII esac sapinsesenrenebecrenesanuiceninieniiananinet abebindiliaiatigiiedatiaiis ciples cdeivtait tend : 5. 072 
I ceils delhi teem a XA et ih ce anette  tacae a tial 38.116 
WO, separation and tin smelting (treatment and losses) ________ 8. 900 
EL TS RT one oe 1. 233 
Amortization (plant and development) _........._______-______- 2. 775 
Administration and office expense_........____._-_____--______e 1. 504 
BE tiicinesccginestpidiatinpaniesinen paserne peti, DS, SIRTE DB sOS Ie 17. 600 
Recovered value _____- Geile ia idditepcassatiiabidncvinbsbaalaiicataeedladiatiibtieanltieamais 31.17 
i i ia liakte aris ii itn alia aii 17. 60 
Profit before taxes, interest, and royalties_......._._______ 13. 57 


Total operating profits, 142,700 tons at $13.47________ ne _. 1, 936, 439. 00 





; 
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Production rate 


Tin W Os 
Pounds Tons Pounds Units 
Per day 1, 518 0. 759 325 16. 2 
Per month (30 days) 45, 540 22.770 9, 750 487.5 
Per year (350 days) | 531, 300 265. 650 113, 70 5, 687 


1,500 tons per day 


Exploitation by low-cost mining methods of the 4,151,000 tons measured and 
indicated ore at a rate of 1,500 or more tons per day appears to be commercially 
possible at present prices. The large initial investment required for mine 
development and the construction of a 1,500-ton plant involves long-term risks 
unwillingly assumed by private interests. Additional development and long- 
term price guaranties would probably be necessary incentives for private 
operators. 

From the standpoint of national necessity, accelerated development followed 
by large-scale production may be justified. An aggressive campaign of develop- 
ment and construction could result in large-scale production in from 2 to 2% 
years. The following overall estimates are given to illustrate capital and per 
sonnel requirements, costs and rate of production. 


Capital requirements 


Mill, 1,500 tons at $1,500 per ton per day i an 2, 250, 000 
Development, 15,000 feet at $50 per foot (average) tie _ 7 750, 000 
Mine plant, equipment, and structures__ : soieel 750, 000 
Power and heating plant ea , ‘ . 250, 000 


Camp and camp utilities was = L. : é 750, 000 
Road, transportation and storage fac ilities a 250, 000 


Total i 5, 000, 000 
Amortization (distributed to 4, 151, 000 tons), SN I ss sncctiainin 1. 21 
Additional working capital for 1 year’s operation (or “pure hase pay- 

ments on stored concentrate) 3, 360, 000 


Personnel 


MINE-—STOPING AND DEVELOPMENT 


Job Number 
Miners darethbiatasAniicus shined : 2 : re 185 
bak iki dm istics casita i 20 
Motormen and helpers__- : sonia 12 
Timbermen a cna . 10 
Hoistmen and skip tenders titania wiinaig 12 
Mucking-machine operators ' i 2 8 
General (track, pipe, ete.) _.._.._________ si samesiiten nsticentel aaa 12 
Pampmen._......... = ile i ea 3 
Shifters_____- s ; — Ee J adds 4 
Mine superintendent _ . és l 

Mine total_- edit aasdbt bad a 167 

STAFF AND TECHNICAI 

an inna ehdiebciniindl . 1 
Assistant manager- . ieee AE BR ed . os vn l 
Engineer and assistant... ____- ols iii 2 
Geologist a ert ae . : gf 1 
Chemist and assistant oe ‘ wpe idles 2 
Accountant and assistant_________ = =e eee 2 
Master mechanic__-_ . a areal eataiiasetealiias : oi 

Chief electrician E saa 1 


Staff total ; hatin 11 
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Personnel—Continued 





MILL 

Job Number 
Operators ‘ > ve eta 6 
Crushermen aie 3 
Flotation operators iene a 3 
eek cede ellie ee de 6 
Repairmen_-__-_--- oie ilies sessed ” Scie Sdibdiscecnees ieee, 3 
Shifters ee en 3 
Mill superintendent ; mee binaries a 1 

Mill total ‘aioe a ol es pit 

SURFACE 


Powerplant operators . ‘ : J “ i 
Maintenance foreman_ Spatiel ; ints enka nt eaminlees perttannend btbedle 1 
Maintenance crew__- 5 
Truck and cat operators 








; ihc amen AES 4 
a I iii a Bees eons ticttiinintndindsdneetetesa—bileensia uneliccisetiiniieiilldd 2 
Powdermen sinen:nnseiteeansibbeadien ssi lad cet —ee ‘ nathan 6 
Mechanic- email viepomnbeotn dite ub nbivies Sub enateq<aiip iienaingensatlibn hes 3 
EE EE ee cnn atiesn antebananeaanta citi pce ttaniabicadatl les é 
Warehousemen ae cael ideale theeictrttendpnignes tintimeasctebiahitbbhat: 2 2 
Cook and helpers______--~- i ‘ ised sebbidle 12 
Bull cooks_- _ nperniatacbehbek atinelhsl 6 
Surface total aisiecaien ‘ jet deed eh A Se eee el 47 
Total a a piemmtantinsncnentt had abhi the alle hates 250 
Recoveries and costs: Estimated recovery, per ton milled 
i Tin WO; 
ey } oF oes Total 
| | Value, at | | Value, at value 
Pounds $1.55 per Pounds | $2.35 per 
| pound | pound 
Gross value ! 6. 740 $10. 447 1. 220 $2. 867 $13.14 
Mill loss, 20 percent 1. 348 2. 089 244 573 2.‘ 62 
Recovered value 5. 392 8. 358 976 2. 294 10. (52 


' Average head assay, Sn 0.337 percent, W Os; 0.061 percent. 


Estimated costs 
Per ton milled 


Smelter losses and charges *_.......__________- antl et ee one $1. 385 
Transportation * ________- eidcb lia chitinase ecient eR oebia . 488 
I dei tet cisthincineetat lili amenaimassiibiitatinsbenicneinsnteinnitanadaldite adhcon mane 
at ih actetinnabicaegeipiiptoleagiiane wits Smcahaatel ie inet i ile cela ge ile sakes 2. 400 
Administration, office and miscellaneous___..__._-______-__ | a ss a COO 
ERE EE TRE SI ALLS aS a Pa ceramic hae acoithtueseminchagle tatu 

aii iliac ile ahidisaptieatiteiitin thesia tataate 9. 293 
i i i se eealnnipeslemnlsianindiniitigeaiai nasal 10. 652 
ar atin chiinicnddeath dunthieaditi Sn cindninniehacatmianee ae ae 9. 293 

Indicated net (before taxes, interest and royalties) _____- icpeicketetii 1. 359 


1 $190.83 per ton of concentrates. Concentration ratio, 137.8 to 1. 
2 $60.33 per ton of concentrates. Concentration ratio, 137.8 to 1. 


Nots.—aAvailable for interest, taxes, royalties, and profit, 4,151,000 tons at $1.359, 
$5,641,000 
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Rate of production 


Tin WO, 
Pounds Short tons Pounds Units 
er day 8, 088 4. 044 1, 464 73.2 
er month (30 days) 242, 640 121. 320 43, 920 2, 196.0 
Per year (350 days) __- 2, 830, 800 1, 415. 400 512, 400 25, 620. 0 


The annual tin production of the 1,500-ton plant would be approximately 2 
percent of the 1945-50 average domestic consumption of 60,000 long tons per year. 
fungsten trioxide production from the plant would be 4.8 percent of the 
iverage annual domestic consumption or 10.15 percent of the average domestic 
production for the period 1945-50. 

Rough estimates based on core samples composite and surface observations 
indicate that over 2 million tons of tin ore in the contact metamorphic zone con- 
tains from 18 percent to 20 percent calcium fluoride. A much greater tonnage 
may be available. Flotation tests to recover the fluorite were inconclusive. 

Recovery of either chemical or metallurgical grade fluorite as a byproduct 
appears to be uneconomical at present because of the storage and handling 
problems involved and the high freight rates to United States ports. Recent 
nquiries indicate that a substantial market exists or may be developed in Japan. 
The Seward Peninsula is approximately 1,800 miles closer to Yokohama than 
is San Francisco. Quantity exports should command a substantial rate ad- 
vantage from Lost River to Japan over similar shipments from the Pacific coast 
Further investigation of fluorite recovery, handling, and markets is necessary and 
should be completed before tailings from the contact metamorphic zone are 
wasted. 

EVALUATION OF OPERATOR 


Mr. H. R. Fischnaller, president of the United States Tin Corp., is a successful 
businessman. He has no experience or technical knowledge of mining—which he 
reely admits. His activities in the company are confined to organization and 
promotion; technical help is employed when required. His expressed intention 
is to employ a fully qualified resident manager with complete authority to plan 
and direct all mining operations at Lost River. The employment of a competent 
resident manager should be a condition of any loan or financial assistance. 


CONCLUSIONS 


The loan application of the United States Tin Corp. proposes a lode tin 
tungsten mining operation based on reasonably sound engineering, geological, 
and financial data accumulated by qualified investigators and checked by the 
Mining Division of region I, Bureau of Mines, and by geologists of the United 
States Geological Survey. The proposed operation satisfies the pertinent criteria 
for processing applications for loans under title III (sec. 302) of the Defense 
Production Act of 1950. 

Under present conditions, mining of the higher grade dike ore, as proposed by 
the lean application, would result in a substantial profit. Conservation would 
be served and the life of the proposed 100-ton operation profitably extended by 
ncluding additional ore as outlined in this report. Reinvestment of the profits 
from the initial operation in systematic development and exploration of the 
granite and contact metamorphic ore bodies may well extend the life of the 
operation indefinitely. 

Obtaining capital through ordinary channels is difficult because of the follow 
ing conditions peculiar to the proposed operation 

1. Isolation and climatic conditions: Difficult access and rugged climatic condi- 
tions discourage conservative investors 

2. Unfamiliarity with lode tin mines: No profitable lode tin mines in North 
America nor established tin-tungsten smelting facilities to furnish criteria for 
comparison or encouragement to investors. 

3. Unstable price conditions: No reasonable assurance that tin and tungsten 
prices or labor and commodity costs will retain their present balance until 
investments are returned. 








a 
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4. Vulnerability: Lost River is a short distance from Big Diomede Island and ‘ 
the Siberian coast In the event of hostilities, the mine would be vulnerable to 4 


attack by land, sea, and air. 


RECOM MENDATIONS 


bere. 


The following type of assistance is recommended for consideration by the Non- 
ferrous Metals Commodity Committee: 

Loan or loan guaranty of approximately $375,000 for mine development and 
equipment for a 100-ton per day operation. 

An additional loan of approximately $260,000 to provide working capital for 
the first 9 months of operation or provision for purchase of tin-tungsten concen- 
trates at the mine. 

FIELD TEAM, REGION I, 
S. H. Lorarn, 
Regional Director, Region I, United States Bureau of Mines 
W. S. TWENHOFEL, 
Geologist, United States Geological Survey 
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February 17, 1951 


Pump to lift 200 gallons per sinute $ 1060.00 
800 feat 3” pipe 00 
Motor for pump 
Fourty-Two (42) Miseell Valves 
Wire 2400' various sises 

2100" 1/2° eonduit 


«00 
252.00 


1292.00 
250" 3/4" condult 


Tastallation 

430 man 
Material for install 
Miacellenecus items 





(Whereupon, a 


Tt] - 
Thursday, July 8, 
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(Progress Report No. 28—United States Tin Corp. Loans) 


THURSDAY, JULY 8, 1954 


Untrep Srares Concress 
Jornt COMMITTEE ON DeFreNsE Propucrion, 
Washington, D. €;. 

The joint committee met, pursuant to recess, at 10:25 a. m., in 
room 301, Senate Office Building, Senator Homer E. Capehart (chair 
man) presiding. 

Present : Senators Capehart and Maybank; Representatives Gamble 
(vice chairman) and Brown of Georgia. 

Also present: Harold J. Warren, counsel; Allen E. Pierce, staff 
director ; and Carmine Bellino, accounting consultant. 

The CHatrman. The committee will come to order. We will con 
tinue with Mr. Merrill. Mr. Merrill, be seated. You have already 
been sworn. 


TESTIMONY OF CHARLES W. MERRILL, ASSISTANT CHIEF, MIN- 
ERALS DIVISION, BUREAU OF MINES, ACCOMPANIED BY JOHN 
HOFFLUND, ASSISTANT SOLICITOR, DEPARTMENT OF THE 
INTERIOR—Resumed 


Mr. Merri. I have brought with me Mr. John Hofflund, who was 
Chief Counsel of the Bureau of Mines in 1950. He became Chief 
Counsel of DMA when it was formed, and when it was dissolved 
he went to DMEA and became Chief Counsel, which is his current 
position. 

The CHarrman. We are delighted to have him with us. You are 
now General Counsel of DMEA ? 

Mr. Horriunp. I am now Assistant Solicitor of Interior, but 
recently Chief Counsel of DMEA. 

The CuarrmMan. Without objection, we will place in the record at 
this time Executive Order 10161. Where is Executive Order 10200? 

Mr. Horriunp. I have a copy of that. 

The CHatrman. Give it to the reporter. Without objection, both 
will be made a part of the record. (See pp. 97, 102.) 

The CHarrMan. You have an explanation this morning as to why 
the certification was eliminated from the application of United States 
Tin? 

85 
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an. the certification, which I think I 


CERTIFICATION 


ifies that the statements made in the foregoing appl 
and documents submitted in connection therewith, are 
tof best of the applicant’s information and belief 
is for cr . The applicant agrees to reimburse any 
tes Ge rt nt upon demand for any expense incurred 


pplication, or any loan made pursuant 


> CHAIRMAN, Why was that eliminated ? 
Merritt. The second sentence, I believe, would have committed 
applicant beyond anything to which he was certifying above, 
to having charged to his account the expense of any investigation that 
might have been carried on by any Government agency, and therefore 
was an open invitation to all kinds of expenses to which—— 

The CHarrMaNn. Has this certification been eliminated in all the 
contracts ‘ 

Mr. Merrit lt ;my understanding that this form was somewhat 
of a makeshift and was only used for a few months. 

The Cuarrman. What cert ific ation did you use on contracts prio! 
to this, prior to the tim you eliminated this one ? 

Mr. Merriti. This was used at the beginning. 

The Cuatrman. You say you replaced this, this particular certifi 
cation. What are you now using or what did you_use in its place? 

Mr. Merrit. The present certification would follow very closely the 
first sentence, with the second sentence entirely eliminated. 

The CHairman. In other words, the difference between the two was 
that in the one you eliminated, if the applicant made any misrepresen 
tations, and you were put to expense 1n discovering the misrepresen- 
tations, he wouldn't have to pay for them? 

Mr. Merritt. This doesn’t say that. It says, “incurred.in connec 
tion with or arising out of — 

The Cuarrman. Of this application or any loan made pursuant 
thereto ¢ 

Mr. Merritt. That is correct. So I think almost any kind of 
investigation could have been made. 

The CHamman. Why didn’t you just scratch out that sentence 
rather than the whole certification? As I understand the proposition 
and the application that was signed with this United States Tin Corp. 
there was no certification at all in it; is that correct ? 

Mr. Merritz. That is correct. I do not know the—— 

The Cuatrman. In other words, if you objected to one sentence, 
why did you kill the entire certification in order to get at the one bad 
sentence, if you considered it bad ¢ 

Mr. Merri. I was asked originally what I had discovered about 
this since yesterday. I don’t recall whether this was analyzed as 
to whether there was a good sentence and a bad sentence at that time. 
I have a faint recollection, which has strengthened since thinking 
it over during the evening, that this certification was considered 
improper and that it was eliminated for that reason. 

I also am informed that a certification is not a necessary part of 
holding a man responsible to a statement which he signs. 
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Phe CHarrman. | think that is possib! ora | ue, except 


i 


it 18 strange that you el minated it. i ( od, Why do ye 
have it in these applications? 

Mr. Merritt. The committee or the DMA did not eliminat 
he applicant eliminated it. Its appearance here think Is ¢ xX} laine 
mainly by the fact that DMA d the whole defense effort unde 
the Defense Production Act was being hurriedly organized, and t!) 
form being convenient Was put into service without experience and 
without careful consideration of all— 

The CHuarrMan. February 14, 19514 

Mr. Merritt. That is correct. 

The CuarrmMan. In other words, I hold 
application for the loan ? 

Mr. Merriwu. That is correct. 

The CuHairMan. The certification was completely eliminate: 

Mr. Merritu. That is correct. 

The CuarkMaN. Who approved this applicatio 

Mr. Merrua. Well, the application would not be a subject of ap 
proval. It would be merely a subject of information working up 
toward— 

The CHAIRMAN wi approves he United States Lin ( orp.’s 
is a result of its appli ation ¢ 

Mr. MERRILL. The loan was act tally mace Dy i private bank. ind 
guaranteed by an agency— 

The CHairMAn. My point is, the United States Ti 
this application for a loan that I hold in my hand ? 

Mr. Merrini. Correct 

The CuairMan. They received the loan; did they not? 

Mr. Merritt. They did receive a loan, yes. 

The CHarrkmMan. My point is, who in the Government finall) 
upproved their receiving a loan? 

Mr Merritt. The Defense Production Administration. 

The CuarrmMan. Which man? 

Mr. MERRILL. I do not know. I was not a member of it. 

The Cuarrman. Did your Department have anything to do wit 
the approving of it / 

Mr. Merriuyi. The Secretary of the Interior recommended favor 
able consideration of this application. 

The CHarrman. The Secretary of the Interior ¢ 

Mr. Merrie. Yes. 

The CuatrmMan. Who was that? 

Mr. Merrett. Mr. Chapman. 

The Cuatrman. Mr. Chapman approved this loan, the Secretary 
of the Interior ? 

Mr. Merritt. He did not approve a loan. He recommended that 
this application be given favorable consideration. 

The CHarrMan. That was not the same as approving the loan? 

Mr. MErri.u. It is not. 

Senator Maysanxk. Did the Defense Production Administration 
approve the loan ‘ 

Mr. Merruw. I do not have that documentation. 

The Cuatrman. I hold in my hand, which we will make a part of 
the record at this time, a letter from Mr. Chapman, dated March 
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2. 1951, addressed to the Honorable William H. Harrison, Adminis 
trator, Defense Production Administration, in which he recom- 
mends that the loan be made. 

Mr. Merrity. That is correct. 

The Cuarrman. Without objection, it will be made a part of the 
record. (See p. 105.) 

The Cuarrman. Who else had to approve this loan? The Secre- 
tary of Interior approved it. I presume Mr. Harrison, who was 
then the Defense Mobilizer, head of the Defense Production Admin- 
istration, did. Who else had to approve it ? 

Mr. Merrit. In the first place, I do not believe that Mr. Chapman 
approved this. He recommended it. 

The CHarrman. What is the difference between recommending 
and approving / 

Mr. Merritu. There is a considerable difference. 

The Cuarrman. Tell us the difference. 

Mr. Merritt. That is a question of the use of words. 

The Cuarrman. I know. What is the difference in the end result 
of recommending something or approving something ? 

Mr. Merrivyi. There is a much higher degree of responsibility in 
approval than in recommendation. 

The Cuatrman. Did the law require that the Secretary of Inte- 
rior approve or recommend ¢ 

Mr. Merriui. I do not believe it was a question of law. It was a 
question of Executive orders carrying out the law. There was an 
order of delegation, and probably an Executive order that called 
upon the Secretary of the Interior to make recommendations. 

The Cuarrman. We will not labor the point. The point is the 
Secretary of the Interior did recommend it ? 

Mr. Merrity. That is correct. 

The CuarrMan. He thought it was a good thing. 

Representative Brown. He didn’t have authority to approve it, he 
just had authority to recommend ? 

Mr. Merritn, That is correct. 

The Cuarrman. Without objection, we will place in the record at 
this point the approval of Thomas F. Farrell, Deputy Administrator 
of the Defense Production Administration, in which he addressed a 
letter to the Honorable Jess Larson, Administrator, General Services 
Administration, directing them to loan up to $1,050,000 to the United 
States Tin Corp. (See p. 105.) 

Mr. Horriunp. Mr. Chairman, there is such a misapprehension a» 
to what that does that with your permission I will butt in and clear 
it up for you. The conception is completely erroneous as to what that 
instrument is and what has resulted from it. I could do it in about 
5 minutes. 

The Crarrman. All right. 

Mr. Horriunp. Do you wish me to be sworn to do it? 

The Cuarmman. You are this gentleman’s attorney. 

Mr. Horriunp. That is an application, an NSRB application, for 
a loan. It is what is called a 302 loan under the Defense Production 
Act. No loan was ever issued pursuant to that application. 

The determination was aise that a loan was not the best means 


of financing this operation. So no loan was ever issued on it. The 
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information contained in the application was used as a basis for doing 
something. It was used as a basis for entering into a production con- 
tract, the contract that was entered into. The Secretary of the Interior 
nor anybody else in Interior ever either approved or recommended 
any action pursuant to that application for a loan. 

Through negotiations with the operator they did come to an agree- 
ment with respect to a production contract. So, the application as 
a loan application was never acted upon. There was a loan made, 
not pursuant to that application, a totally different loan. It was what 
was called a V-loan. 

The Cuarrman. May L ask you this question: If there is no question 
but what the United States Tin Corp., has borrowed up to this time 
from the Federal Government approximately $3 million- 

Mr. Horriunp. That is correct, but none of it could the Secretary 
of the Interior either r approve or recommend because he had no func- 
tion in that respect concerning V-loans. That was done through the 
Federal Reserve Bank acting as the agent for the Government agency. 

The Cuatmman. The Secretary of the Interior did have the respon- 
sibility of advising the Defense Production Administration as to the 
feasibility or adv isability of that mining operation ? 

Mr. Horriunp. Correct. 

The CHatrMan. He did so recommend it to him as a good thing? 

Mr. Horrtunp. As a feasible, technologically feasible thing. 

The CuarrMan. As a good thing? 

Mr. Horriunp. That is correct. 

The Cuatrrman. The Defense Production Administration was justi- 
fied in making the loans on the basis of the Secretary’s recommenda- 
tion; is that correct ? 

Mr. Horrrunp. I wouldn’t say that is correct; no. 

The CuatrMan. You are not trying to take the position that the 
Secretary of the Interior had no responsibility ; are you? 

Mr. Horriunp. Not at all. He had lots of responsibilities, but not 
for making a V-loan. 

The CuatrMan. I think we understand that. I don’t think we need 
to labor the point, gentlemen. Is there anybody who disagrees that 
this concern has received approximately $3 million from the Federal 
Government in either loans or grants? Is there anybody in the room 
that wants to challenge that? Are we all agreed? 


STATEMENT OF MAXWELL ELLIOTT, GENERAL COUNSEL, GENERAL 
SERVICES ADMINISTRATION 


Mr. Exxiorr. My name is Max Elliott. I am General Counsel of the 
General Services Administration. 

The Cuatrman. My point is that we all agree at this point that this 
concern did, or has, received approximately $3 million, that then we 
don’t need to 

Mr. Ex.ziorr. The actual facts are they got $261,000, approximately, 
from a private bank in Seattle which was guar: anteed. by the United 
States. The balance were advances made directly by the Federal 
Government. The total of the $261,000, plus the other, aggregates 
approximately $3 million. 

Regaiobentntive Brown. The Government was responsible for that 
$261,000? 

51710—64——7 
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Mr. Exuiorr. Yes. 

The CHarrMan. Is there anybody here who wants to disagree with 
that? If we can establish the fact that they have received approxi- 
mately $3 million from the Federal Government, then I don’t think 
we need to labor the point as we go along. The fact is that they re- 
ceived it. Let us get back into this. 

Who would know whether or not the certification on all of the con- 
tracts that were made later was eliminated by the Defense Production 
Administration ¢ 

Mr. Merrixx. I am informed that shortly after this time new forms 
were drawn up. 

The Cuamman. Where are the new forms? Do you have a copy of 
the new form ¢ 

Mr. Merry. I don’t have them with me. I saw one last night. 

The CuarrMan. Does it have any kind of certification ? 

Mr. Merriwy. It has a certification on it but not this one. 

The Cuarrman. It has a different certification ? 

Mr. Merritt. Yes. 

Senator Mayrank. Has the Government paid the bank the $261,000? 

Mr. Merritt. I do not know. My responsibilities never reached 
over into the banking and financial field. But I believe other witnesses 
who will appear later will have precise information on that point. 

Senator Maypanx. Mr. Elliott, did the Government pay the bank 
this $261,000? 

Mr. Exxiorr. No, sir; we have not. Of that amount, approximately 
$114,000 has been paid off, not by the Government, by the United 
States Tin Corp. 

Senator Marpank. They have paid $114,000 off? 

Mr. Exxiorr. Approximately $114,000 has been paid back. 

Mr. Warren. I would like to refer to page 2 of the application at 
the top of the page, “proposed method for repayment of loan, State 
sources of funds, and proposed schedule of repayment.” Did you 
or anyone else in DMA inform Mr. Fischnaller that he could delete 
that statement ? 


STATEMENT OF CHARLES W. MERRILL, ASSISTANT CHIEF, 
MINERALS DIVISION, BUREAU OF MINES—Resumed 


Mr. Merritt. I do not recall that any such information was given 
him, and I would doubt very much that it was. 

Mr. Warren. It was not filled in. Can you state why it was not 
filled in? 

Mr. Merrmu. I am unable to identify it from my copy. 

Mr. Warren. I read from his letter here—— 

Mr. Merritt, This is the earlier application, then. 

Mr. Warren. Mr. Fischnaller stated in a letter to “Dear Bob and 
Henry,” dated January 27, 1951, 
the item marked “out,” I am told, need not be used. They say if anyone did 
sign that clause they would consider him a damned poor loan risk. 


Can you identify any such statement as that ? 

Mr. Merrit. I cannot, sir. 

Mr. Warren. Do you know whether that refers to the certification 
or to the section marked “proposed method of repayment of loans” ? 
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Mr. Merri. I have a faint recollection that that refers to the 
certification. As I think of it, I recall faintly some discussion around 
town to the effect that anybody who would commit himself under 
that certification would not be what would be called either a prudent 
businessman or a-responsible businessman, and that that information 
may have reached Mr. Fischnaller in one of many ways. 1 don’t 
recall having told him that, and I don’t recall him having aiieed it 
to me with the idea of getting some kind of acquiescence, but I think 
the second was not impossible. 

The Cuamman. We will place in the record at this time a photo- 
static Copy. of a letter addressed to “Dear Bob and Henry,” dated 
January 27, 1951, signed “Harry,” who is Harry F ischnaller. Bob 
and Henry are McIntosh and Shaefer. (See p. 105.) 

The Cnuarman. This is a very, very interesting letter. We have 
many, many very interesting letters. I will just read part of this. 
It says: 

Don’t think we can answer all requirements as to statements, etc. Consult 
with Henry Shaefer and Fred Loomis as to how we might answer or sidestep 
where we need to. Fill in in pencil as best you all can—and I will get help 
here on further substitution. The item marked “out” I am told, need not be 
used. They say if anyone did sign that clause they would consider him a 
damn poor loan risk. Don’t get too worried about statement items. Bob and 
I can sign something, including plenty of value for reserves. Show the enclosure 
and this letter to Henry S. and Loomis. 

Do you have any idea of what he was talking about there, “Don’t 
worry. We can show plenty of values for reserves” / 

Mr. Merrit. Yes. The Bureau of Mines had drilled the property 
in conjunction with the Geological Survey. They had proved a very, 
very large reserve of tin- bearing rock. If that were calculated in 
terms of gross value, you could claim a very, very large sum of money, 
perhaps running to $10 million or $20 million. 

From his standpoint, he might have had in mind that that would 
be a proper kind of statement to make. 

The Cuatrrman. Why do you think he was telling these gentlemen 
not to worry? Frankly, what he was telling them is, “I “will take 
anything I want to out of this statement ;” was ‘he not! 

Mr. Merru. I do not know just what he had in mind. I think he 
found the DMA and the Government, other Government agencies on 
defense work somewhat confused because we were just getting organ- 
ized. I think he felt that he wanted to—— 

The Cuatmrman. What do you mean by, “the Government agencies 
on defense were confused because they were getting organized?” I 
thought we had had a defense establishment for 170 years. 

Mr. Mrrru. I refer to operations under ms Defense Production 
Act, which had been signed about September 1, and his discussions 
began in November or December. During that time many organiza- 
tions were set up, including the Defense Minerals Administration. 

When this came in, the Defense Minerals Administration only had 
2 or 3 members. It later grew to a very much larger organization. 
People like myself were given to it on an assignment basis. Our au- 
thorities and our responsibilities were not clearly understood in the 
organization, as I know myself. 

Mr. Warren. Mr. Merrill, was it your understanding that the 
applicant: proposed to purchase and install a 1-ton-an-hour con- 
centrating mill ? 
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Mr. Merritt. That was the understanding, yes, sir. 

Mr. Warren. Did you so state in the report of the Nonferrous Met- 
als Committee of February 26, 1951? 

Mr. Merrm. It was so stated. 

Mr. Warren. Was this understanding arrived at in conference with 
the applicant ? 

Mr. Merri. Yes, sir. 

Mr. Warren. The applicant being Mr. H. R. Fischnaller? 

Mr. Merritt. Yes, sir. 

Mr. Warren. Mr. Merrill, was the 1-ton-an-hour mill to be a pilot- 
plant operation ? 

Mr. Merritt. That was our definition of it, yes, sir. 

Mr. Warren. Will you state at this point the difference between 
the pilot-plant operation, which the Nonferrous Metals Committee 
proposed, and the 100-ton operation or the 1,000-ton operation which 
the field team recommended ? 

Mr. Merritx. The field team approached this problem, I believe, 
as a commercial venture in which they choose the size which they 
thought most likely to yield a profit on the assumption that they had 
an access to almost unlimited funds, but which they would have to 
repay. The Nonferrous Metals Committee believe that the interests 
in this matter were two: First, that the Government was very much 
interested in knowing what the cost of producing tin in the United 
States on this partic ular property would be under operating condi- 
tions, something which had never been done beyond a small amount 
of mining and a milling of a hundred or two hundred pounds of mate- 
rial. Demonstration of that cost on a plant basis, even though they 
turned out to be something well above the commercial range, never- 
theless seemed to be important information. 

Second, the United States had an interest in producing tin in the 
United States. It seemed to us in view of the fact that the United 
States Government would probably end up by accepting something 
around 90 percent of the risk in a capital investment that the United 
States interest should take precedence over the commercial interests 
of the applicant. 

It was our belief that if we recommended a mill just large enough 
to give this demonstration of costs we would answer the first question, 
and that we would not harm the second interest of the United States, 
production of tin, in that a correctly designed pilot plant could be 
very quickly and inexpensively expanded into a large commercial 
plant. 

Possibly if the pilot-plant operation was truly successful by com- 
mercial standards, this expansion could have been carried out with- 
out any expense to the Government or any underwriting by the Gov- 
ernment but solely through commercial sources of credit. 

Mr. Warren. I would like to quote from the statement of Mr. Fred 
Chase of the Geological Survey. He stated that he wanted first to 
gain knowledge whether the mill could be operated on a commercial 
basis, to do so with a smaller size operation, and to have flexibility 
for experimentation and meeting contingencies. That pretty well 
summarizes what the Nonferrous Metals Committee had in mind in 
its determination on a 24-ton-a-day mill, does it not? 

Mr. Merrity. That is an excellent presentation of our views. 
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Mr. Warren. Did the contract dated March 23, 1951, between the 
General Services Administration and the United States Tin Corp. 
provide for a 1-ton-per-hour mill? 

Mr. Merri. I have never seen that contract, so I can’t answer 
that question. 

Mr. Warren. Is it your understanding that it did so provide? 

Mr. Merriuu. It is my understanding that it did so. 

Mr. Warren. Will you state what you know about a meeting that 
was held in Seattle, Wash., between the United States Tin Corp. offi- 
cials and representatives of the Juneau office of the Bureau of Mines 
at which time it was determined by those poe that used equipment 
of 100-ton-a-day capacity would be installed contrary to the terms of 
the contract? 

Mr. Merriii. I do not have information about that meeting or 
whether it actually took place, or whether that was the discussion, if 
it did take place. The files of the Juneau office, I understand, have 
been searched by investigators for this committee and they are pre- 
sumably at your disposal. I have no information to offer. 

Mr. Warren. You have no knowledge which you gained from Mr. 
S. H. Lorain by letter or in conversations with him about this meeting ? 

Mr. Merrit. I do not have. I might correct that, beyond that 
I have a recent letter that there was such a meeting during that period, 
but the discussions did not include secondhand machinery. 

Mr. Warren. Is it your understanding that the mill of 100-ton-a- 
day capacity was actually installed and that used gold-mining equip- 
ment was purchased for that purpose? Have you heard that? 

Mr. Merritt. I have heard that several times. Mr. Kadow called at 
my office after I had no longer responsibility in this matter, and he told 
me about this wonderful bargain that his superintendent had dis- 
covered, and his conversations, I thought, were designed to gain from 
me an acquiescence in this deviation from the contract. I very care- 
fully avoided that: first, because I had no responsibility in the matter 
and, in the second place, I did not want to be a party, in any way, to 
a breach of contract. 

Mr. Warren. Did you notify anyone of those conversations? 

Mr. Merri. I did not. 

Mr. Warren. Did you notify the Defense Minerals Administration ? 

Mr. Merry. No. 

Mr. Warren. Do you think you should have? 

Mr. Merrit. I didn’t feel that I was the proper channel in view 
of the fact that those who were responsible had a direct contact with 
my agency, the Bureau of Mines, through our field team. 

Mr. Warren. Did you say you did not inform them officially or did 
not inform them ? 

Mr. Merritt. I have no recollection of informing them. 

Mr. Warren. Officially or otherwise ? 

Mr. Merritz. Officially or otherwise. 

Mr. Warren. You received a letter from Mr. S. H. Lorain, dated 
March 2, 1951, disagreeing with the determination of the Nonferrous 
Metals Committee for a 24-ton mill; did you not? 

Mr. Merritt. That is correct, sir. 

Mr. Warren. Did he later contact you in your office with regard 
to that? 

Mr. Merriwz. He did, sir. 
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Mr. Warren. Did he make any statement to the effect that used 
equipment was being purchased from this gold mine? 

Mr. Merrizy. He did not. 

Mr. Warren. Did he make any statement to the effect that they 
were not installing the equipment as set forth in the contract? 

Mr. Merrmu. Well, the meeting that I have in mind took place 
very soon after March 2. It took place sometime between March 2 
and May 8. 

Mr. Warren. That is 1951? 

Mr. Merri. 1951. I have a telegram here from Mr. Lorain in 
which he says his travel reeords show he was in W ashington from 
March 11 to March 15, 1951. And based on that I presume that 
his call was made that week, which would be a week and a half after 
he wrote his letter. 

Mr. Warren. In that letter he stated, “We are all agreed that the 
100-ton operation is the smallest practical unit for that location”; 
is that correct? That is page 2. 

Mr. Merritt. That is correct, in his letter, yes, sir. 

Mr. Warren. To whom did he refer, “We are all agreed”? 

Mr. Merri. I would say he referred to the field team. That 
would include the Geological Survey member and perhaps some of 
his staff engineers. 

Mr. Warren. What difference did it make what the field team 
thought after this contract was signed ? 

Mr. Mrrrity. It made no difference at all. 

Mr. Warren. Did they have any authority whatsoever to change 
the terms of a written contract ? 

Mr. Merri. They had no authority whatsoever. 

Mr. Warren. Then if they did hold a meeting with the United 
States Tin Corp. officials at which a determination was made to install 
9. 100-ton mill of used equipment they went beyond the scope of their 
authority, did they not, if that transpired ? 

Mr. Merry. Yes, sir. 

Mr. Warren. Mr. Lorain also stated: 

To my mind the Russian threat would be the only legitimate excuse for 
excessive caution. 

That is paragraph 2 of page 2 of that same letter. 

Mr. Merritt. I would have to reread the letter to be sure that 
that was the only thing he said was the reason for caution. 

Mr. Warren. That is on the last page of the letter, paragraph 2. 

Mr. MerritiL. Yes, sir. That is what he says here. 

Mr. Warren. Did he also state: 

I cannot speak for Mr. Twenhofel, but it is my recommendation that the 
project either be denied or placed on a basis of 100 tons. 

Mr. Merry. Yes, sir. 

Mr. Warren. Mr. Chairman, I suggest that the letter of March 2, 
1951, addressed to Mr. Charles W. Merrill, chairman of the Nonfer- 
rous Metals Committee, from Mr. 8. H. Lorain, regional director, 
region 1, be made a part of the record. 

Representative Brown. Without objection, it will be incorporated 
in the record. (See p. 106.) 

Mr. Warren. Mr. Merrill, it appears that Mr. S, H. Lorain wrote 
to Mr. Tom Lyon on March 14, 1951, stating the new operating team 
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had been able to dig up enough used equipment at bargain prices to 
enable them to set up an adequate operation. Was this the first notice 
that you received that used equipment was being installed ? 

Mr. Merritxz. I did not receive that notice. I dropped out of my 
osition on the Nonferrous Metals Committee about the 1st of May. 

have in my records a receipt signed by my successor for the dockets 
in my hands, which is dated May 8. 

Representative Brown. 1951? 

Mr. Merriti. Yes, sir. 

Mr. Warren. Mr. Merrill, did you sign a letter that was written 
on May 8, 1951, addressed to the regional director of region 1, over 
the name of Mr. Tom Lyon? 

Mr. Mrerrizi. There is such a letter in existence. It was from Mr. 
Tom Lyon to Mr. 8. H. Lorain. It was signed by Mr. Lyon. My 
records show that I dictated it and my secretary transcribed it, and 
that therefore it presumably went forward without alteration. 

Mr. Warren. This letter states— 

I find that your letter of March 2, 1951, addressed to Charles W. Merrill, 
acting chairman of the Nonferrous Metals Committee, concerning the applica- 
tion of the United States Tin Corp., docketed DMA-27, has not received a 
formal reply. 

It is my understanding that you and Mr. Merrill went into this matter when 
you last visited Washington, when it was pointed out that the application was 
making considerable progress toward obtaining a loan for the applicant and 
that any revision of the program would seriously jeopardize the receipt of funds 
early enough to open operations this coming season. 

At any rate, the DMA recommendation has not been reconsidered and it 
is my understanding that the applicant has received funds and is progressing 
toward early operation. In view of the fact that so few actual applicatioris 
have made such progress we take a real pride in this one. 

In this letter, Mr. Merrill, had you not been informed in some way 
as to the fact that this 100-ton used equipment had been installed 
there ? 

Mr. Merrit. I feel certain that I had not been. 

Mr. Warren. Doesn’t this seem to be more than a mere acknowl- 
edgment of this letter? 

Mr. Merritzt. This letter was written with very definite objectives 
in mind. I had received this letter of March 2, from Mr. Lorain in 
which he criticized the decision of the Nonferrous Metals Committee. 
He had visited my office some time before May 8, and we had had a 
discussion in which Mr. Lorain started out by putting forward the 
same argument you find in the letter of March 2, and in which I tried 
to enlighten him on the broader views that I thought that the com- 
mittee had followed in furthering the United States interest. 

I was about or in the process of turning over my responsibilities to 
Mr. Weston Bourret, who was my successor for tin. I dictated this 
letter for the purpose of making of record the position that I had 
carried in this thing right up to ‘this moment. I wanted to make it 
clear that there had been no change in Washington from the 24-ton a 
day mill, and I wanted to have this over the signature of the man, the 
chairman of the operating committee, Tom Lyon, so there would be no 
question regarding that in the mind of Mr. Lorain or anyone else who 
should consult the file. 

Mr. Warren. You feel that you did not have in mind when you 
wrote the letter the fact that a 100-ton-a-day mill had been constructed 
or was being constructed of used equipment ? 
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Mr. Merrit. That is my recollection. However, it is impossible 
for me to say positively that no information regarding this bargain 
machinery had come to my attention before 

Mr. Warren. Had you heard in any way or had you any suspicion 
that they were not complying with the contract ? 

Mr. Merritv. It is hard to give testimony on suspicions. I thought 
that my responsibility was to make perfectly clear what I had had a 
part in authorizing, and I felt that by doing this I would leave the 
record clear. 

Mr. Warren. But there was some doubt in your mind as to whether 
or not they were actually proceeding with the 25-ton mill; was there 
not; whatever it was based on, there was some doubt ? 

Mr. Merrixw. I think I can say this: that after my conference with 
Mr. Lorain I was not certain that I had persuaded him of the wisdom 
of the Washington decision. Since he was the contact man on the 
ground with these people, and since there was a possibility that his 
views could not help but color what he would tell them, I wanted to 
have it crystal clear that Washington had not changed its views, and 
I wanted to have Mr. Lorain be reminded of that. 

Mr. Warren. Has Mr. Lorain or any of the men who participated 
in these conferences with the United States Tin Corp., or talked with 
them concerning this project—the 100-ton mill project—have any of 
them ever been. reprimanded in any way by the Department of the 
Interior ? 

Mr. Merri. Not to my knowledge. 

Mr. Warren. Can you explain why this has not been done? 

Mr. Merrity. No; I cannot. 

Mr. Warren. Isn’t it a serious matter for a man in the field to dis- 
regard the order and contracts entered into here in Washington ‘ 

Mr. Merrizi. That is a serious matter; yes, sir. 

Mr. Warren. Don’t you think that this matter should be followed 
up from an administrative standpoint ? 

Mr. Merritt. I am speaking now entirely theoretically. I think 
such a thing should be followed up. 

Mr. Warren. Whose duty would it have been to have contacted them 
or reprimanded them about this matter? 

Mr. Merrixy. I am not sure just what matter has been established 
here. I have no record 

Mr. Warren, If the 100-ton mill has been constructed contrary to 
the terms of the contract and contrary to the determination of the 
Nonferrous Metals Committee, what would your answer be? 

Mr. Merritt. I would say that unless someone else had had the 
authority to make the change and had made it, and there were others 
who had the authority and may possibly have made those changes, it 
would be a serious matter, yes, sir. 

Mr. Warren. How can you have an orderly organization if these 
men are not going to carry out the orders or the determinations made 
here in Washington ? 

Mr. Merrixx. I do not know how you could. 

Mr. Warren. Can you tell me what good a contract is if it is not 
complied with ? 

Mr. Merriwx. It at least fixes responsibility. It is not good for 
oul the object of the contract accomplished if it is not followed 
through. 
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Mr. Warren. Mr. Chairman, I would like to include in the record 
the letter from Mr. Tom Lyon to the regional director of region 1, 
dated May 8, 1951. 

The Vice Cuairman. It will be so incorporated in the record. (See 
p. 108.) 

Mr. Warren. Also a letter addressed to Mr. Tom Lyon, dated May 
14, 1951, from S. H. Lorain, regional director of region 1. 

The Vice CHAIRMAN. It will be so incorporated. (See p. 108. ) 

Thank you, Mr. Merrill, very much for your tedious task. 

Mr. Merriuy. I was very happy to appear before this committee 
and do what I could to clear up this situation. I am excused ? 

The Vice Cuairman. Yes. 

(The material referred to in Mr. Merrill’s testimony follows :) 


EXECUTIVE ORDER 10161 


DELEGATING CERTAIN FUNCTIONS OF THE PRESIDENT UNDER THE DEFENSE PropUC- 
TION AcT oF 1950 


By virtue of the authority vested in me by the Constitution and statutes, 
including the Defense Production Act of 1950, and as President of the United 
States and Commander in Chief of the armed forces, it is hereby ordered as 
follows: 


PART I, PRIORITIES AND ALLOCATIONS 


Section 101. The functions conferred upon the President by Title I of the 
Defense Production Act of 1950 are hereby delegated as follows: 

(a) To the Secretary of the Interior with respect to petroleum, gas, solid 
fuels, and electric power. 

(b) To the Secretary of Agriculture with respect to food, and with respect to 
the domestic distribution of farm equipment and commercial fertilizer. 

(c) To that commissioner of the Interstate Commerce Commission who is 
responsible for the supervision of the Bureau of Service of the Commission, with 
respect to domestic transportation, storage, and port facilities, or the use thereof, 
but excluding air transport, coastwise, intercoastal, and overseas shipping. 

(d) To the Secretary of Commerce with respect to all materials and facilities 
except as provided in paragraph (a), (b), and (c) of this section 101. 

Section 102. Each delegate referred to in section 101 of this Executive order 
shall, in connection with carrying out the priorities and allocations functions 
delegated to him by such section, (a) receive from appropriate agencies of the 
Government information relating to the direct and indirect military, other gov- 
ernmental, civilian, and foreign requirements for materials and facilities, (b) 
review and evaluate such requirements in the light of available materials and 
facilities, and (c) exercise his priorities and allocations powers in such manner 
as will in his judgment promote adequate supplies and their proper distribution. 

Secrion 103. (a) Each delegate referred to in section 101 of this Executive 
order shall be a claimant before the other such delegates, respectively, in the 
case of materials and additional facilities deemed by the claimant delegate to 
be necessary for the provision of an adequate supply of the materials and facili- 
ties with respect to which delegation is made to the claimant delegate by the 
said section 101. 

(b) Each delegate under section 101 of this Executive order may, with the 
approval of the Chairman of the National Security Resources Board, designate 
agencies and officers of the Government, additional to the claimants referred 
to in section 103 (a) of this Executive order, to be claimants before such 
delegate with respect to stated materials and facilities. 


PART II. REQUISITIONING 


Section 201. (a) Except as provided in section 201 (b) of this Executive 
order, the functions conferred upon the President by title II of the Defense 
Production Act of 1950 are hereby delegated to the officers to whom functions 
are delegated by section 101 of this Executive order, respectively, according 
to the designations of materials and facilities set forth in paragraphs (a), (b), 
(ec), and (d) of the said section 101. 
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(b) The functions conferred upon the President by sections 201 (b) and 201 (c) 
of the Defense Production Act of 1950, exclusive of determinations with respect 
to the termination of the need for the national defense of any property requisi- 
tioned under title II of the said Act, are hereby delegated to the Administrator 
of General Services. 


PART III, EXPANSION OF PRODUCTIVE CAPACITY AND SUPPLY 





Section 301. The Department of the Army, the Department of the Navy, 
the Department of the Air Force, the Department of Commerce, the Depart- 
ment of the Interior, the Department of Agriculture, and the General Services 
Administration, in this part referred to as guaranteeing agencies, and each 
delegate under section 101 of this Executive order shall develop and promote 
measures for the expansion of productive capacity and of production and supply 
of materials and facilities necessary for the national defense. 

SecTION 302. (a) Each guaranteeing agency is hereby authorized, in accord- 
ance with section 301 of the Defense Production Act of 1950, subject to the 
provisions of this section, in order to expedite production and deliveries or 
services under Government contracts, and without regard to provisions of law 
relating to the making, performance, amendment, or modification of contracts, 
to guarantee in whole or in part any public or private financing institution 
(including any Federal Reserve Bank), by commitment to purchase, agreement 
to share losses, or otherwise, against loss of principal or interest on any loan, 
discount, or advance, or on any commitment in connection therewith, which 
may be made by such financing institution for the purpose of financing any 
contractor, subcontractor, or other person in connection with the performance, 
or in connection with or in contemplation of the termination, of any contract 
or other operation deemed by the guaranteeing agency to be necessary to expedite 
production and deliveries or services under Government contracts for the pro- 
curement of materials or the performance of services for the national defense. 

(b) Each Federal Reserve bank is hereby designated and authorized to act, 
on behalf of any guaranteeing agency, as fiscal agent of the United States 
in the making of such contracts of guarantee and in otherwise carrying out 
the purposes of the said section 301, in respect of private financing institutions. 

(c) All actions and operations of Federal Reserve Banks, under authority 
of or pursuant to the said section 301 of the Defense Production Act of 19650, 
shall be subject to the supervision of the Board of Governors of the Federal 
Reserve System. Said Board is hereby authorized, after consultation with 
the heads of the guaranteeing agencies, (1) to prescribe such regulations govern- 
ing the actions and operations of fiscal agents hereunder as it may deem neces- 
sary, (2) to prescribe, either specifically or by maximum limits or otherwise, 
rates of interest, guarantee and commitment fees, and other charges which 
may be made in connection with loans, discounts, advances, or commitments 
guaranteed by the guaranteeing agencies through such fiscal agents, and (3) 
to prescribe regulations governing the forms and procedures (which shall be 
uniform to the extent practicable) to be utilized in connection with such 
guarantees. 

Section 308. Within such amounts of funds as the President shall have made 
available, and upon the certificate by the Secretary of the Interior in respect 
of metals and minerals (except as to paragraph (c) of this section), or by the 
Secretary of Agriculture in respect of lumber, or by the appropriate delegate 
referred to in section 101 of this Executive order in respect of other materials 
and facilities, or by such other officer or officers of the Government as the 
President may designate, as to the necessity for loans, purchases, or commit- 
ments, as the case may be: 

(a) The Reconstruction Finance Corporation is hereby authorized and 
directed to make loans (including participations in, or guarantees of, loans) to 
private business enterprises (including research corporations not organized 
for profit) for the expansion of capacity, the development of technological 
processes, and the production of essential materials, including the exploration, 
development, and mining of strategic and critical metals and minerals, as 
authorized by and subject to section 302 of the Defense Production Act of 1950. 

(b) The Administrator of General Services is hereby authorized and directed 
to purchase and make commitments to purchase metals, minerals, and other 
raw materials, including liquid fuels, for Government use or resale, as author- 
ized by and subject to section 308 of the said Act: Provided, That the Secretary 

of Agriculture is also authorized to exercise the functions under section 303 with 
respect to agricultural commodities. 
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(c) The Secretary of the Interior is hereby authorized and directed to encour- 
age the exploration, development, and mining of critical and strategic minerals 
and metals, as authorized by and subject to the provisions of the said section 303. 

Secrion 304. The functions conferred upon the President by section 303 (d) of 
the Defense Production Act of 1950 with respect to the installation of additional 
equipment, facilities, processes, or improvements to plants, factories, and other 
industrial facilities owned by the United States Government, and with respect 
to the installation of Government-owned equipment in plants, factories, and 
other industrial facilities owned by private persons, are hereby delegated to the 
Administrator of General Services. 


PART IV. ECONOMIC STABILIZATION 


Secrion 401. (a) There is hereby created a new and independent agency to be 
known as the Economie Stabilization Agency, hereafter in this Part referred to 
as the Agency. There shall be at the head of the Agency an Economic Stabiliza- 
tion Administrator, hereafter in this Part referred to as the Administrator, who 
shall be appointed by the President by and with the advice and consent of the 
Senate. 

(b) The Administrator shall seek to preserve and maintain the stabilization 
of the economy. To this end he shall: 

(1) Plan and develop both short and long-range price and wage stabilization 
policies and measures and create the necessary organization for their adminis- 
tration. 

(2) Inform the public, agriculture, industry and labor concerning the need 
for stabilization and encourage and promote voluntary action to this end. 

(3) Consult and advise with the Government officiais responsible for procure- 
ment, production, manpower, and rent control, and for fiscal, credit and mone- 
tary policies, concerning measures within their jurisdiction which will assist 
stabilization. 

(4) Establish price ceilings and stabilize wages and salaries where necessary. 

(c) The functions conferred upon the President by Title IV of the Defense 
Production Act of 1950 are hereby delegated to the Administrator. 

Seorron 402. There shall be in the Agency a Director of Price Stabilization, 
who shall be appointed by the President by and with the advice and consent of 
the Senate, and who shall perform such functions with respect to price stabili- 
zation as may be determined by the Administrator. 

Section 403. (a) There shall be in the Agency a Wage Stabilization Board 
composed of nine members who shall be appointed by the President. Three of 
the members so appointed shall be representative of the public, three shall be 
representative of labor, and three shall be representative of business and indus- 
try. One of the members representing the public, to be designated by the Presi- 
dent, shall be chairman of the Board. 

(b) The Wage Stabilization Board shall make recommendations to the Admin- 
istrator regarding the planning and development of wage stabilization policies 
and shall perform such further functions with respect to wage stabilization as 
may be determined by the Administrator after consultation with the Board. 

Section 404. The Administrator is hereby designated to initiate such consul- 
tations and conferences with management, labor, and representatives of the Gov- 
ernment and public as he deems appropriate and to advise the President of such 
action as may be called for in carrying out the provisions of Title V of the Defense 
Production Act of 1950. 


PART V. REAL ESTATE CREDIT 


Section 501. (a) Subject to the provisions of section 501 (b) of this Executive 
order, the functions conferred upon the President by section 602 of the Defense 
Production Act of 1950 are hereby delegated to the Board of Governors of the 
Federal Reserve System. 

(b) The said Board shall obtain the concurrence of the Housing and Home 
Finance Administrator with respect to provisions relating to real-estate con- 
struction credit involving residential property before prescribing, changing, or 
suspending any real-estate construction-credit regulation pursuant to the author- 
ity of section 602 of the Defense Production Act of 1950. 

Section 502, (a) The functions conferred upon the President by section 605 
of the Defense Production Act of 1950, to the extent that such functions relate 
to loans on real estate involving residential property, are hereby delegated to 
the Housing and Home Finance Administrator. 
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(b) In carrying out the functions delegated by section 502 (a) of this Executive 
order, and under the authority so delegated or under authority vested in him by 
any applicable law, the Administrator shall, from time to time, issue such regula- 
tions and take such other action as may be necessary to insure (1) that the 
restrictions imposed on real estate construction credit by the provisions of the 
regulations issued from time to time by the Board of Governors of the Federal 
Reserve System (with the concurrence of the Housing and Home Finance Admin- 
istrator in the provisions of such regulations relating to credit involving resi- 
dential property) under the authority delegated by section 501 of this Executive 
order shall be applicable to the fullest extent practicable with respect to loans 
on real estate (of the types referred to in section 605 of the Defense Production 
Act of 1950) involving residential property, and (2) that the relative credit 
preferences accorded to veterans under existing law are preserved in accordance 
with the provisions of section 605 of the Defense Production Act of 1950. 


PART VI. LABOR SUPPLY 


Section 601. The Secretary of Labor shall utilize the functions vested in him 
so as to meet most effectively the labor needs of defense industry and essential 
civilian employment, and to this end he shall: 

(a) Assemble and analyze information on labor requirements for defense and 
other activities and on the supply of workers. 

(b) Consult with and advise each delegate referred to in section 101 of this 
Executive order and each official exercising guarantee or loan functions under 
Part III of this Executive order concerning (1) the effect of contemplated actions 
on labor supply and utilization, (2) the relation of labor supply to materials and 
facilities requirements, (3) such other matters as will assist in making the exer- 
cise of priority and allocations functions consistent with effective utilization and 
distribution of labor. 

(c) Formulate plans, programs, and policies for meeting defense and essential 
civilian labor requirements. 

(d) Utilize the public employment service system, and enlist the cooperation 
and assistance of management and labor to carry out these plans and programs 
and accomplish their objectives. 

(e) Determine the occupations critical to meeting the labor requirements of 
defense and essential civilian activities and with the Secretary of Defense, the 
Director of Selective Service, and such other persons as the President may desig- 
nate, develop policies applicable to the induction and deferment of personnel for 
the armed services, except for civilian personnel in the reserves. 


PART VII. VOLUNTARY AGREEMENTS 


Section 701. (a) The functions conferred upon the President by section 708 
(a) of the Defense Production Act of 1950 are hereby delegated as follows: 

(1) To the Secretaries of the Interior, Agriculture, and Commerce, and to 
the commissioner of the Interstate Commerce Commission referred to in section 
101 of this Executive order, respectively, according to the designations of mate- 
rials and facilities set forth in paragraphs (a), (b), (c), and (d) of such section 
101. 

(2) To the Board of Governors of the Federal Reserve System with respect to 
financing. 

(3) To the Economic Stabilization Administrator with respect to stabilization. 

(b) The functions conferred upon the President by section 708 (b) of the 
Defense Production Act of 1950 are hereby delegated as follows: 

(1) To the Secretary of Commerce in respect of Title I of the Defense Produc- 
tion Act of 1950. 

(2) In other respects to the delegates referred to in section 701 (a) of this 
Executive order, respectively, according to the provisions of paragraphs (1), 
(2), and (8) thereof. 

(c) The delegation of authority made by section 701 (b) of this Executive 
order is subject to the conditions (1) that each delegate concerned shall consult 
with the Attorney General and the Chairman of the Federal Trade Commission 
not less than ten days before making any request or finding under section 708 
(b) of the Defense Production Act of 1950, (2) that each delegate concerned 
shall obtain the approval of the Attorney General to any request under said 
section 708 (b) before making the request, and (3) that the authority delegated 
may not be redelegated. 
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PART VIII. COORDINATION 


Section 801. In the interest of consistent and coordinated administration of 
functions delegated by this Executive order, each officer to whom functions are 
delegated shall be guided by such policies and program directives as the Presi- 
dent may from time to time prescribe. 

Section 802. The Chairman of the National Security Resources Board shall, 
in the interest of assisting the President to coordinate the functions delegated 
by this Executive order, and on behalf of the President: 

(a) Resolve interagency issues which otherwise would require the attention 
of the President. 

(b) Prescribe policy and program directives having the approval of the 
President. 

(c) Obtain reports and information on the status of work in the various 
agencies designated in this Executive order. 

(d) Take such measures to obtain coordination of related policies and activi 
ties among the various agencies as he may determine. 

(e) Advise the President on the progress of the defense production program 
and make such recommendations as he may deem proper. 

Section 803. The Council of Economic Advisers shall adopt its continuing 
studies of employment, production and purchasing power needs and objectives 
so as to furnish guides to the agencies under this Executive order in promoting 
balance between defense and civilian needs and in avoiding inflation in a stable 
and growing economy. In the performance of this function, the Council shall 
obtain necessary information from the agencies concerned and engage in regular 
consultation with them. 


PART IX. GENERAL PROVISIONS 


Section 901. As used in this Executive order: 

(a) The term “functions” includes powers, duties, authority, responsibilities, 
and discretion. 

(b) The term “materials” includes raw materials, articles, commodities, 
products, supplies, components, technical information, and processes, but ex- 
cludes fissionable materials as defined in the Atomic Energy Act of 1946. 

(c) The term “petroleum” shall mean crude oil and synthetic liquid fuel, 
their products, and associated hydrocarbons, including pipelines for the move- 
ment thereof. 

(d) The term “gas” shall mean natural gas and manufactured gas, including 
pipelines for the movement thereof. 

(e) The term “solid fuels” shall mean all forms of anthracite, bituminous, 
subbituminous, and lignitic coals, and coke and its byproducts. 

(f) The term “electric power” shall mean all forms of electric power and 
energy, including the generation, transmission, distribution, and utilization 
thereof. 

(g) The term “metals and minerals” shall mean all raw materials of mineral 
origin, including their refining and processing but excluding their fabrication. 

(h) The term “food” shall mean all commodities and products, simple, mixed 
or compound, or complements to such commodities or products, that are capable 
of being eaten or drunk by either human beings or animals, irrespective of other 
uses to which such commodities or products may be put, at all stages of process- 
ing from the raw commodity to the products thereof in vendible form for imme- 
diate human or animal consumption. For the purposes of this Executive order 
the term “food” shall also include all starches, sugars, vegetable and animal 
fats and oils, cotton, tobacco, wool, mohair, hemp, flax fiber, and naval stores, 
but shall not include any such material after it loses its identity as an agri 
cultural commodity or agricultural product. 

(i) The term “farm equipment” shall mean equipment manufactured for use 
on farms in connection with the production or processing of food. 

(j) The term “fertilizer” shall mean fertilizer in form for distribution to the 
users thereof. 

(k) The term “domestic transportation, storage, and port facilities” shall 
include locomotives, cars, motor vehicles, watercraft used on inland waterways, 
in harbors, and on the Great Lakes, and other vehicles, vessels, and all instru- 
mentalities of shipment or carriage, irrespective of ownership, and all services 
in or in connection with the carriage of persons or property in intrastate, inter- 
state, or foreign commerce within the United States, except movement of petro- 
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leum and gas by pipeline; and warehouses, piers, docks, wharves, loading and 
unloading equipment, and all other structures and facilities used in connection 
with the transshipment of persons and property between domestic carriers and 
carriers engaged in coastwise, intercoastal, and overseas transportation. 

Secrion 902. (a) Except as otherwise provided in section 902 (c) of this 
Executive order, each officer or agency having functions under the Defense 
Production Act of 1950 delegated or assigned thereto by this Executive order 
may exercise and perform, with respect to such functions, the functions vested 
in the President by Title VII of the said Act. 

(b) The functions which may be exercised and performed pursuant to the 
authority of section 902 (a) of this Executive order shall include, but not by 
way of limitation, (1) except as otherwise provided in section 701 (c) of this 
Executive order, and except as otherwise required by section 403 of the Defense 
Production Act of 1950, the power to redelegate functions, and to authorize the 
successive redelegation of functions, to agencies, officers, and employees of the 
Government, (2) the power to create an agency or agencies, under the jurisdic- 
tion of the officer concerned, to administer functions delegated by this Executive 
order, and (3) in respect of Parts I, II, IV, and V of this Executive order, the 
power of subpoena: Provided, That the subpoena power shall be utilized only 
after the scope and purpose of the investigation, inspection, or inquiry to which 
the subpoena relates have been defined either by the appropriate officer referred 
to in section 902 (a) of this Executive order or by such other person or persons 
as he shall designate. 

(c) There are excluded from the functions delegated by section 902 (a) of 
this Executive order (1) the functions delegated by Part VII of this Executive 
order, (2) the functions of the President under sections 703 (b) and 710 (a) of 
the Defense Production Act of 1950, (3) the functions of the President with 
respect to regulations under sections 710 (b), 710 (c), and 710 (d) of the said 
Act, and (4) the functions of the President with respect to fixing compensation 
under section 703 (a) of the said Act. 

(d) The functions conferred upon the President by section 710 (a) of the 
Defense Production Act of 1950 are hereby delegated as follows: 

(1) Each officer or agency having functions under the said Act delegated 
or assigned to such officer or agency by this Executive order shall submit to 
the Chairman of the United States Civil Service Commission such requests 
for classification of positions in grades 16, 17, and 18 of the General Schedule 
as may be necessary, and shall accompany any such request with a certificate 
stating that the duties of the position are essential and appropriate for the 
administration of the said Act. 

(2) Each requested position shall be placed in the appropriate grade of the 
General Schedule in accordance with the standards and procedures of the 
Classification Act of 1949. No person shall be employed in a position of grades 
16, 17, or 18 under authority of section 710 (a) of the Defense Production Act 
of 1950 except pursuant to notice of the Chairman of the United States Civil 
Service Commission of the classification of the position. 

Section 903. All agencies of the Government (including departments, estab- 
lishments, and corporations) shall furnish to each officer to whom functions 
are delegated or assigned by this Executive order such information relating 
to the functions delegated or assigned to such officer by this Executive order, 
as he may deem necessary. 

Section 904. Each delegate referred to in section 101 of this Executive order 
shall, when and if he shall deem it necessary and appropriate, appoint a com- 
mittee composed of representatives of such agencies of the Government as he 
may determine. Any committee so appointed shall advise and consult with 
the delegate concerned, as he may request, in connection with the carrying 
out of the functions delegated to him by sections 101, 201, and 302 of this 
Executive order, and shall advise the delegate concerned regarding requirements 
of materials and facilities. 

Harry S. TrRuMAN. 

Tue Wuirte House, September 9, 1950. 


EXECUTIVE ORDER 10200 


ESTABLISHING THE DEFENSE PRODUCTION ADMINISTRATION 


By virtue of the authority vested in me by the Constitution and statutes, 
including the Defense Production Act of 1950, and as President of the United 
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States and Commander in Chief of the armed forces, it is hereby ordered as 
follows: 


PART I. DEFENSE PRODUCTION ADMINISTRATION 


SecTion 1. (a) There is hereby created an agency which shall be known 
as the Defense Production Administration. 

(b) There shall be at the head of the Defense Production Administration a 
Defense Production Administrator, hereinafter referred to as the Adminis- 
trator, who shall be appointed by the President by and with the advice and 
consent of the Senate. The Administrator shall perform his duties subject 
to the direction, control, and coordination of the Director of Defense Mobilization. 

SECTION 2. (a) There are hereby delegated to the Administrator the functions 
conferred upon the President by Titles 1 and II and section 708 of the Defense 
Production Act of 1950 (relating respectively to priorities and allocations, requisi- 
tioning, and voluntary agreements) which were by the provisions of Part I, 
section 201 (a) of Part II, and Part VII of Executive Order No. 10161 of 
September 9, 1950, delegated to the Secretary of Commerce, the Secretary of 
the Interior, and the commissioner of the Interstate Commerce Commission, 
respectively, and those which were by the provisions of section 101 of the said 
Executive Order No. 10161 delegated to the Secretary of Agriculture to the 
extent that they relate to food which has been determined to be available for 
industrial needs pursuant to section 3 of this order; and the said delegations 
made by the said Executive Order No. 10161 are hereby terminated accordingly. 

(b) The Administrator shall direct the administration of the functions pro- 
vided for in sections 302 and 303 of the Defense Production Act of 1950 (relating 
to expansion of production, capacity, and supply) except as to food; and accord- 
ingly, (1). the functions delegated to the Administrator of General Services 
by the provisions of section 304 of the said Executive Order No. 10161 shall 
be performed by him only pursuant to certificates of or subject to the approval 
of the Defense Production Administrator, and (2) that part of section 303 
of the said Executive Order No. 10161 which precedes paragraph (a) thereof 
is hereby amended to read as follows: 

“Secrion 303. Within such amounts of funds as may be made available, and 
upon the certificate of the Secretary of Agriculture in respect of food and.of 
the Defense Production Administrator in respect of other materials and facilities, 
as to the necessity for loans, purchases, commitments, or exploration, as the 
case may be:” 

(c) In carrying out the functions delegated or otherwise assigned to him by 
the foregoing provisions of this Executive order, the Administrator. shall: 

(1) Pending the further order of the President or the Director of Defense 
Mobilization, and excluding the duties set forth in paragraphs (2) to (5), in- 
clusive, immediately below, provide by redelegation or otherwise for the per- 
formance of the said functions by the respective officers and agencies to whom 
the said functions were delegated by the said Executive Order No. 10161 and 
their delegates. 

(2) Perform the central programming functions incident to the determination 
of the production programs required to meet defense needs. 

(3) Make determinations as to the provision of adequate facilities for defense 
production and as to the procedures and methods followed by Executive agencies 
with respect to the accomplishment of defense production programs, including 
those with respect to purchasing, contracting, and specifications. 

(4) Assemble estimated labor supply requirements for the fulfillment of pro- 
jected defense production programs and furnish them to the Secretary of Labor 
for use in connection with the functions assigned to him by Part VI of the said 
Executive Order No. 10161. 

(5) Perform, without the power of redelegation, those functions of the 
Administrator under section 2 (a) of this Executive order (relating to certain 
voluntary agreements), which were heretofore delegated to the Secretary of 
Commerce by the provisions of section 701 (b) (1) of the said Executive Order 
No. 10161, and perform such other functions regarding voluntary agreements 
as he may determine. 

(d) The provisions of sections 902 and 903 of Executive Order No. 10161 (in- 
cluding those with respect to subpoena) are hereby made applicable to the 
Administrator with respect to his functions. 

(e) The Administrator is hereby designated as the certifying authority for 
the purposes of and within the meaning of subscription (e) of section 124A of 
the Internal Revenue Code, as added by section 216 of the Revenue Act of 1950, 
approved September 23, 1950. 
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Section 3. (a) Whenever the available supply of any food is insufficient to 
meet all needs therefor, the Administrator and the Secretary of Agriculture 
shall jointly determine the division to be made of the available supply of such 
food as between food for industrial needs and food for human and animal con- 
sumption. 

(b) In the event of any difference of view between the Administrator and the 
Secretary of Agriculture relating to the execution of section 3 (a) above, or in 
the event of any difference in view arising between the Secretary of Agriculture 
and any other officer or agency of the Government in the administration of func- 
tions under the Defense Production Act of 1950 with respect to food or facilities 
therefor, such difference of view shall be submitted to the Director of Defense 
Mobilization for decision. 

Section 4. Section 902 (d) (1) of Executive Order No. 10161 of September 9, 
1950, is hereby amended to read as follows: 

(1) Each officer or agency having functions under the said Act delegated or 
assigned to such officer or agency by or pursuant to this Executive order shall 
submit to the Chairman of the United States Civil Service Commission such 
requests for classification of positions in grades 16, 17, and 18 of the General 
Schedule as may be necessary, and shall accompany any such request with a 
certificate stating that the duties of the position are essential and appropriate 
for the administration of the said Act.” 

Section 5. Section 802 of Executive Order No. 10161 of September 9, 1950, is 
hereby revoked, and the authority of the Chairman of the National Security 
Resources Board under section 108 (b) of the said Executive Order No. 10161 to 
approve the designation of officers and agencies as claimants is hereby terminated. 

Section 6. (a) To the extent that provisions of Executive Order No. 10161 of 
September 9, 1950, are inconsistent with the provisions of this order the latter 
shall control, and the said Executive Order No. 10161 is amended accordingly. 

Except as modified or made inapplicable by the provisions of this Executive 
order, provisions of the said Executive Order No. 10161 relating to functions 
vested in the Administrator hereby shall continue to be applicable to each func- 
tion. Executive Order No. 10172 of October 12, 1950, is hereby revoked. Nothing 
in this Executive order shall affect the validity or force of anything heretofore 
done under the said Executive Orders Nos. 10161 or 10172. 

(b) Any officer or agency having by delegation or otherwise any function under 
this order shall have all the authority conferred by sections 902 and 908 of 
Evecutive Order No. 10161, including the authority with respect to subpena. 

(ec) All orders, regulations, rulings, certificates, directives, and other actions 
relating to any function affected by this Executive order shall remain in effect 
except as they are inconsistent herewith or are hereafter amended or revoked 
under proper authority. 

(d) Nothing in this Executive order shall be deemed to supersede any provi- 
sion of Executive Order No. 10193 of December 16, 1950. 

Seotion 7. The provisions of sections 2 to 6 inclusive, of this Executive order 
shall not be effective until the Administrator first appointed hereunder takes 
office as Administrator. 


PART II, DEFENSE MOBILIZATION ROARD 


Section 8. There is hereby established in the Office of Defense Mobilization 
(established by Executive Order No. 10193 of December 16, 1950) the Defense 
Mobilization Board, which shall consist of the Director of Defense Mobilization 
as Chairman, the Secretaries of Defense, the Treasury, the Interior, Commerce, 
Agriculture, and Labor, the Chairman of the Reconstruction Finance Corpora- 
tion, the Chairman of the Board of Governors of the Federal Reserve System, the 
Chairman of the National Security Resources Board, and such other officials as 
said Director may, from time to time, designate. The said Board shall be 
advisory to the Director of Defense Mobilization. 

Harry 8. TRUMAN. 

Tue Wuite House, January 3, 1951. 
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UNITED STATES DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 2, 1951. 
Hon. WitLIAM H. HARRISON, 
Administrator, Defense Production Administration, 
Washington, D. C. 

My Dear MR. HArrIson: A proposed contract with the United States Tin Corp. 
will provide for the activation and development of the lode mine of the Lost 
River mine on Seward Peninsula, Alaska. This is the only known deposit of tin 
ore of any consequence in the United States. A placer mine is now being operated 
by the company at the same location on a seasonal basis. 

The proposed contract will give the company the right to require the Govern- 
ment to accept 250 long tons of tin metal at the following prices per pound: 


Tin metal delivered by December 31, 1952____- . ma . $1.75 
Tin metal delivered by December 31, 1953_- ‘ 5 sailalal ' 50 
Tin metal delivered by December 31, 1954 ates - .-* 


Tin metal delivered by December 31, 1955______-_ ‘ . 00 


The contract will also give the company the right to require the Government 
to accept 5,600 short ton units of tungsten at $50 per unit prior to December 31, 
1955. 

The contract will give the Government an option to buy all or any part of the 
total amount of tin and tungsten produced by the company during this period 
from this location at the above prices or the market price, whichever is the higher. 
Assuming that tin be produced at the same rate each year, the total contingent, 
liability of the Government under this contract would be approximately 
$1,050,000. 

In order to undertake the activation and operation of the lode mine, the com- 
pany must secure a Government guaranteed loan in the amount of $374,400, the 
guaranteeing of such loan to be a condition of the contract. The proposed con- 
tract is based on a thorough investigation and evaluation by the Defense Minerals 
Administration of the company’s property and of its proposals for expanding 
production. 

Accordingly, it is recommended, pursuant to the provisions of the Defense 
Production Act of 1950 (Public Law 774, 81st Cong.), the President’s Executive 
Orders Nos. 10161 and 10200 (15 F. R. 6105 and 16 F. R. 61, respectively), and 
Delegation No. 1 of the Defense Production Administration, that you certify to 
the Administrator of General Services that the contract is necessary in the 
interests of national defense and to carry out the express purposes and policies 
ef said act and orders. 

Please furnish the Department of the Interior with three copies of your 
certification. 

Sincerely yours, 
Oscar L. CHAPMAN, 
Secretary of the Interior. 


DEFENSE PRODUCTION ADMINISTRATION, 
Washington, D. C., March 26, 1951. 
Hon. Jess LARSON, 
Administrator, General Services Administration, 
Washington, D. C. 

Dear Mr. Larson: Our estimate that the administration of that portion of the 
program to encourage development and mining of domestic deposits of tin and 
tungsten (certification dated March 16, 1951), which will be undertaken by the 
United States Tin Corp., will require $1,050,000 to be borrowed from the Treasury 
of the United States under provisions of section 304 of the Defense Production 
Act of 1950, is hereby amended to $1,549,972. 

Sincerely yours, 
THOMAS F. FARRELL, 
Deputy Administrator. 


HoTEL WASHINGTON, 
Washington, D. C., January 27, 1951. 
Deak Bos AND HENRY: The copy of letter explains itself. Our loan applica- 
tion has arrived here and already passed two hurdles. Several more moves 
51710—54——_8 
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should be accomplished next week. How many moves in all? I don’t know. 
Don’t know if price freeze includes tin. If so, price would be $1.85. Don’t know 
if curbs on use of tin will lower the price or not. Monday might tell. McKin- 
non now has authority (for the first time) to buy tin metal for the General 
Services Administration. He could always buy concentrates and has done so 
for years. He has been unable to buy any metal tin in the few days he has had 
authority. Have not seen him since he got the O. K. on metal purchases. Have 
purposely stayed away from him, getting all my dope from a friendly assistant 
of his. Will see him Monday. Have been talking to General Services Adminis- 
tration about tungsten. A week ago told him we would not sell less than $65 
per unit—now of course would not sell less than $70 per unit and price at New 
York is $72. 

Expect it will go much higher as jet engines using large quantities tungsten. 
McKinnon’s office say they are as much at sea as anyone about screwy price 
of tin, but say England, and not we, will dictate the prices. 

Alaska representative of Secretary of Interior (Kenneth Kadow) of great 
help to me. He says Lorain thoroughly sold on our property and has convinced 
him (Kadow) of magnitude. 

Am enclosing an application blank. Don’t think we can answer all require- 
ments as to statements, etc. Consult with Henry Schaefer and Fred Loomis as 
to how we might answer or sidestep where we need to. Fill in in pencil as best 
you all can—and I will get help here on further substitutions. The item marked 
“out,” I am told, need not be used. They say if anyone does sign that clause they 
would consider him a damn poor loan risk. 

Don’t get too worried about statement items—Bob and I can sign something, 
including plenty of value for reserves. Show the enclosure of this letter to 
Henry S. and Loomis. 

Sincerely, 
Harry. 


UNiTep STATES DEPARTMENT OF THE INTERIOR, 
BUREAU OF MINES, REGION 1, 
Juneau, Alaska, March 2, 1951. 
CHARLES W. MERRILL, 
Chairman, Nonferrous Metal Committee, Supply Division, 
Defense Minerals Administration, Department of the Interior, 
Washington 25, D. C. 


Deak Mr. MERRILL: A copy of the DMA docket on the United States Tin 
Corp. application was received yesterday and has been reviewed by our mining 
staff and by me. Unfortunately Mr. Twenhofel, the Geological Survey member 
of the field team, is in the States on vacation. 

I was pleased to learn that you have given favorable consideration to the 
application, in principle, and that you are trying to push it through channels. 
If anything is to be started this year speed is of the essence. I am, however, 
considerably concerned to note the changes in the proposed program. My en- 
thusiasm for the project inclines me to welcome any prospect of active develop- 
ment, but sober judgment forces the conclusion that the revised proposal is 
more likely to result in discrediting the entire project than to result in building 
up a substantial operation. 

I gather that the revision is based, chiefly, on the last paragraph of the 
February 21 memo from Fred C. Chace to you. No experienced engineer should 
consider this deposit to be “spotty.” As a matter of fact the sampling results 
have been remarkably consistent. The 500-foot strike length to which Mr. 
Chace refers has been sampled by 150 channels (155 samples). The 0.11 percent 
tin assay which Chace uses as his example of an erratic low apparently was 
sample 20A which represents 0.1 foot on the end of a 6.4-foot channel. Sample 
20B, from the same channel assayed 0.95 percent tin across 5.3 feet, and sample 
20C assayed 0.3 percent across 1 foot. The weighted average of the entire 
channel was 0.83 percent Sn and 0.73 percent WO;. Either Mr. Chace did not 
examine the records very closely or he was deliberately using the assay “out 
of text.” The original sampling was done by Frederic C. Fearing, an engineer 
of national reputation; the check sampling for the Bureau of Mines was done 
by H. E. Heide, whom I knew and who was generally conceded to be one of 
the best engineers we have had in Alaska. The only discrepancies between 
Heide and Fearing can easily be accounted for by differing channel lengths and 
by differences in analytical results obtained at two different commercial labora- 
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tories. Incidentally the higher assay results were obtained by Ledoux & Co. 
The only reason for a bulk sampling operation or this deposit wou'd be an 
admission of incompetence on the part of the examining engineers—carried to 
its logical conclusion it would involve mining out the entire deposit and then 
computing backward on the basis of metal recovered. 

As to mill recoveries, we consider the Bureau of Mines tests to be conclusive 
evidence that a satisfactory recovery can be made. The sample on which the 
tests were made was not entirely representative but was on the conservative 
side. We are not in complete agreement with the flow sheet proposed by Rolla 
but that can be worked out. 

In addition to being unnecessary, the 25-ton (or smaller) operation would 
be a distinct liability to the property and to the Government. I will enumerate 
some of the more cogent reasons: 

1. It is very doubtful if a fully competent engineer could be persuaded to 
undertake the management of such an operation in these times and in that 
location. Inasmuch as management is one of the most critical items, the opera- 
tion probably would be doomed to failure right there. Salary alone for a 
competent manager would be several dollars a ton. 

2. A 25-ton mill would involve an outlay of about $40,000 or more for equip- 
ment that would be useless for a larger operation. Furthermore a satisfactory 
flow sheet could not, on any practical basis, be incorporated into a 25-ton mill; 
therefore, the results would be meaningless—additional mill test work can be 
done much more satisfactorily in a laboratory. 

8. Stoping should be by shrinkage methods. Our engineers who have exam- 
ined the property (and have worked in the area) believe there will be a 
tendency for the ore to pack in the stopes. This will require rapid mining 
of each stope which would be impossible at 25 tons per day. Therefore, the 
mining costs would be unnecessarily high and the data would reflect discredit 
on the mine. 

4. Although a small financial profit might be made by “gutting” the mine 
(as would surely be done) the net result of the operation will be a ruined 
mine with no progress having been made toward adequate development or 
future production. 

The proposal for using part of the loan for increased placer production .was 
not recommended by the field committee nor were they consulted about it. R. L. 
Thorne, one of our most experienced engineers, has been in charge of Bureau 
of Mines operations in the area. J. A. Herdlick, Chief of our Mining Division, 
visited the property with Thorne last summer. Both are agreed that the placer 
operation has just about reached the end of its reserves. 

The original proposal for a 100-ton operation was prompted by me somewhat 
against the wishes of our mining division staff—who thought that the operation 
should be larger. I held out for the 100-ton operation (which happened to be 
in line with Fischnaller’s desires) because I did not think that a larger operation 
could be staffed and efficiently organized until the company has had more expe- 
rience. On the other hand one first-class manager could carry a 100-ton opera- 
tion and gradually build it up. We were all agreed that a 100-ton operation is 
the smallest practical unit for that location. We put a great deal of time and 
thought into the recommendation—Herdlick and Thorne did nothing else for 
about a month. I can assure you that we analyzed the problem from all angles. 

We can expect troubles and setbacks in connection with any operation in that 
area (especially) but we are all most enthusiastic about the potentialities. Evi- 
dence to the effect that we may be on the top of a major tin-tungsten reserve, 
with possibilities for fluorite, beryllium and other pegmatite type minerals is 
very strong. If you are interested in these minerals this is certainly the place 
to take a gamble. And, except for its undefensible location, the gamble is not 
very big. Given adequate management, commercial success is practically as- 
sured unless the Russians come over and take it. To my mind the Russian 
threat would be the only legitimate excuse for excessive caution, 

I appreciate this chance for a rebuttal but I am sorry that the field team 
was not called into consultation before the application was wrapped up in its 
present form. I cannot speak for Mr. Twenhofel but it is my recommendation 
that the project be either denied or placed on a basis of at least 100 tons. I hope 
the time is not too late for the latter. 

Yours sincerely, 
S. H. Lorarn, 
Regional Director, Region I. 
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UnitTep StaTes DEPARTMENT OF THE INTEBIOR, 
DeEFENSE MINERALS ADMINISTRATION, 
Washington 25, D. C., May 8, 1951. 
Memorandum 
l'o: Regional Director, Region I. 
From: Director, Supply Division. 

I find that your letter of March 2, addressed to Charles W. Merrill, acting: 
chairman of the Nonferrous Metals Committee, concerning the application of 
the United States Tin Corp., docketed DMA-—27, has not received a formal reply. 

It is my understanding that you and Mr. Merrill went into this matter when 
you last visited Washington, when it was pointed out that the application was 
making considerable progress toward obtaining a loan for the applicant and 
that any revision of the program would seriously jeopardize the receipt of 
funds early enough to open operations this coming season. 

At any rate, the DMA recommendation has not been reconsidered and it is my 
understanding that the applicant has received funds and is progressing toward 
early operation. In view of the fact that so few actual applications have made 
such progress we take a real pride in this one. 

The thorough and comprehensive job done by your field team was a major 
factor in working up the case that DMA was able to present with success to 
the agencies making final decisions. It is very important that you keep the oper- 
ation under close surveillance so that you will be prepared to advise us on expan- 
sion of the operation should the applicant’s success with this season’s work result 
in a further application for assistance. 

Tom Lyon. 


UNITED STATES DEPARTMENT OF THE LNTERIOR, 
BUREAU OF MINES, ReGion I, 
Juneau, Alaska, May 14, 1951. 
Mr. Tom Lyon, 
Director, Supply Division Defense Minerals Administration, 
Department of the Interior, Washington 25, D. C. 

Dear Mr. Lyon: I have just received your memo of May 8 which was written 
to provide a formal reply to my letter of March 2 to Charles Merrill about the ap- 
plication of the United States Tin Corp. 

You are correct in your understanding that Merrill and I agreed to let the 
revised application “ride” because of the delay that would be incurred in re- 
starting it. I am pleased to be able to report that I think we have managed to 
overcome, at this end, most of the handicaps that were imposed by the down- 
ward revision of the loan. 

By a remarkable combination of circumstances we have been able to get 
together an operating team that is first class—I have no more worries about 
the competency of the management. The new operating team has been able to 
dig up enough good used equipment at bargain prices to enable them to set 
up an adequate operation. The Hirst-Chichagof gold mine near here has 
decided to close down; consequently, we were able to obtain their manager and 
such of their equipment as would be usable at Lost River. Also they have 
obtained some good used equipment in the States. Both the equipment and 
the manager are excellent. 

In addition to the above we are obtaining some road building assistance from 
the Alaska Road Commission. Also the Alaska Native Service is planning to 
transport a colony of King Island Eskimos (complete with housing) to Lost 
River to serve as common labor. The new resident manager (Paul Sorensen) 
is experienced with native labor. 

Kenneth Kadow, former director of the Alaska field staff, has taken a financial 
interest in the company and has been made general manager but will limit his 
activities to outside business; Sorensen’s contract provides for full control of 
mining operations. I am convinced that he will get complete and very energetic 
and able support from Kadow. 

A party is now at work transporting Army excess lumber from North Spit to 
Lost River. This lumber is in sizes suitable for use as mine timber. An advance 
crew of two experienced miners is being flown in (they are now at Nome sobering 
up we hope) to start cleaning out the tunnel. Equipment and additional crew 
will leave Seattle on the first boat of the season which leaves June 5 and 
arrives at Nome about the 15th. 
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Inasmuch as the Bureau of Mines will be conducting investigations on ground 
adjacent to the proposed United States Tin operations, we will be able to keep 
in very close touch with them. In fact they have consulted us with regard 
to every move that has been made so far. 

The above does not invalidate my complaint about the arbitrary revision of 
field programs by those not familiar with the field conditions. This time we 
have been just plain lucky. 

Yours sincerely, 
S. H. Lorary, 
Regional Director, Region I. 

The Vice CuatrrMan. Our next witness will be Mr. C. O. Mittendorf, 
Administrator, Defense Minerals Exploration Administration. 

Do you solmenly swear the testimony you are about to give will be 


the truth, the whole truth, and nothing but the truth, so he Ip} you God ? 


TESTIMONY OF C. 0. MITTENDORF, ADMINISTRATOR, DEFENSE 
MINERALS EXPLORATION ADMINISTRATION 


Mr. Mrrrenpvorr. I do. 

The Vice Cuatrman. Will you give you name, address, and your 
position with the Government now and in 1950? Between those 
dates has there been any change? 

Mr. Mrrrenvorr. My name is Clarence O. Mittendorf. I am now 
with the Department of Interior as Administrator of the Defense 
Minerals Exploration Administration. Back to 1950, at the time this 
application was submitted, I was an employee of the Economic Coop- 
eration Administration. I was on loan until March 12, to the Depart- 
ment of the Interior. 

The Vick Cuatrman. Another loan you were speaking of. 

Mr. Mrrrenvorr. I was on a loan. I had flown over from Turkey 
at the request of the Secretary of the Interior. I was in an acting 
capacity in the Department of Interior as Director of the Production 
Expansion Division until March 12 of 1951, when I formally trans- 
ferred to the Department of Interior. 

The Vice Cnarrman. You really came in permanently in the De- 
partment of Interior right after the application, the original applica- 
tion was filed? 

Mr. Mrrrenporr. That is true. I reported here in America from 
the Near East on January 3 of 1951. At that time the application 
had been under consideration for some months. 

The Vice CuarrMan. Counsel, will you proceed? 

Mr. Warren. Mr. Mittendorf, you have been engaged in activities 
in connection with the DMA, have you not, and DMEA more recently ? 

Mr. Mrrrenporr. Yes. 

Mr. Warren. We would prefer, if it is agreeable to you, to cover 
first DMA, and then return later to DMEA in order to avoid any con- 
fusion as to the exploration loan and the other loan. 

Mr. Mrrrenporr. That is quite agreeable with me. 

Mr. Warren. As Director of the Production Expansion Division, 
DMA, was it your responsibility to pass upon the United States Tin 
Corp. project when it was first considered ¢ 

Mr. Mirrenporr. Not when it was first considered. I acted wholly 
on the recommendations that emanated from the Supply Division of 
the Defense Minerals Administration. The Production Expansion 
Division was a small group, more of an action group, that imple- 
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mented the recommendations that were sent to it. As an illustration, 
it was a group of, I think, 5 men when I joined the organization, com- 
pared with 60 or 70 or maybe 100 persons developing and generating 
recommendations that came to this small division for implementation. 

Mr. Warren. Did you have any responsibility to determine whether 
the United States Tin Corp. had or could secure a clear title to the 
mining property ? 

Mr. Mrrrenporr. While my division had this case under consider- 
ation we dispatched a telegram to the Seattle bank, who had made 
loans and advancements, and I believe had the deed in escrow. We 
asked that bank if the company had good and sufficient title to this 
land and, as I recall, they wired back and said, “Yes, subject to the 
meeting of payments that will fall due.” 

Mr. Warren. But your organization did not check the title to the 
property ? 

Mr. Mirrenporr. I wonder if I am confused, Counsel. I wonder if 
you are talking about the exploration 

Mr. Warren. No, we will leave the exploration loan until later. 
I realize that you did later check the title. Are you referring to 
the DMEA when you say that you wired the Seattle bank ? 

Mr. Mrrrenporr. My statement refers to the DMA, the procurement 
contract 

Mr. Warren. That was the reason I preferred to leave DMEA until 
later, in order that we would not confuse that point. But in DMA 
you sent a wire to the bank requesting information as to whether the 
title had been checked ? 

Mr. Mrrrenporr. That is correct. 

Mr. Warren. Your organization in DMA did not check the title? 

Mr. Mrrrenvorr. We did not check the title. 

Mr. Warren. Who accepts the responsibility for deficiencies in the 
title to this property which existed? Does the bank accept the respon- 
sibility or does the Government accept it # 

Mr. Mirrenvorr. This is my opinion, off-the-cuff opinion here. Ff 
should think the bank, first. I ‘think the delegate agency who actually 
made, put up the money, and so forth, would be interested, too. 

Mr. Warren. You don’t think the bank is actually going to make 
up the loss to the Government through the failure to check this title; 
do you? 

Mr. Mrrrenvorr. I wouldn’t think that the bank would make up 
any losses due to the deficiency of title. 

Mr. Warren. Do you know that the Government has had to pur- 
chase this property for $250,000 as a result of the failure to check 
the title? 

Mr. Mrrrenvorr. I have never heard that. I did not know that. 

Mr. Warren. You did not know that the Government had pur- 
chased the property ¢ 

Mr. Mirrenporr. No, I did not. 

Mr. Warren. You did not know that a question arose as to the 
title of the property ? 

Mr. Mirrenporr. I did not. 

Mr. Warren. A clear title? 

Mr. Mirrenporr. No. 
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Mr. Warren. Did you know that there had been a court proceeding 
with regard to the title of this property ¢ 

Mr. Mivrenporr. I did not. 

Mr. Warren. Did you know that title is claimed by virtue of an 
estoppel and not by a properly executed written instrument ? 

Mr. Mrrrenporr. I did not. 

Mr. Warren. Did you have any responsibility to determine the 
truthfulness of statements in the applications? 

Mr. Mrrrenporr. We are talking about the applications submitted 
to the DMA that were screened 

Mr. Warren. I will ask you first whether the application dated 
November 18, 1950, and the second application dated February 14, 
1951, which were filed by the United States Tin Corp., were forwarded 
to your office when you considered this matter ? 

Mr. Mrrrenporr. We have no record of having received that appli- 
cation. We do have a record of having received the recommenda- 
tions of the Nonferrous Metals Committee, plus the field team report. 

Mr. Warren. You have no record of receiving it ¢ 

Mr. Mrrrenporr. That is correct. 

Mr. WarrEN. Can it be assumed from that that the responsibility 
for checking the truthfulness of the statements was in the Nonferrous 
Metals Committee, or the General Services Administration? Just 
where was it / 

Mr. Mirrenporr. Well, we in DMA checked through the Nonfer- 
rous Committee and through the field team by referral of the applica- 
tion to it. The truthfulness of the statements made as to the feasibil- 
ity as to the existence of tin or to the technological aspects jointly 
through the personnel of DMA. 

Mr. Warren. I assume that insofar as financial statements were 
concerned you would not have been required to check that inasmuch as 
the General Services Administration apparently did that? 

Mr. Mrirrenporr. We did not check the financial statement. 

Mr. Warren. Can you state just what the line of demarcation was 
between your organization and the General Services Administration 
with respect to the drawing of the contract ? 

Mr. Mirrenporr. Well, at that time we had just entered into an 
agreement between the Secretary of the Interior and the Administra- 
tor of General Services whereby these kindred types of deals would 
be negotiated jointly. The purpose of that—— 

9 tan Warren. Is the agreement to which you refer dated January 

, 1951, and signed by Mr. Jess Larson of the General Services Admin- 
ieeraticn and Mr. Oscar Chapman, Secretary of the Interior / 

Mr. Mrirrenporr. That is correct. The purpose of that agreement 
was to—— 

Mr. Warren. I think this should be included in the record. 

The Vick Cuatrman. It will be made a part of the record. (See 
p. 118.) 

Mr. MirrenvorF. To establish better cooperation between the agen- 
cies that were involved with the implementation of their responsibili- 
ties under the act. In other ele the GSA in this case was the 
receptacle, they received the goods, they were handling the money, 
and if it was a procurement contract, GSA naturally wanted to have 
something to say about the final terms that went into the contract. 





112 DEFENSE PRODUCTION ACT 


They wanted to avoid being compromised by any of my personnel or 
any personnel in the Department of the Interior by making commit- 
ments to industries. 

So this agreement was drafted for the purpose of getting together, 
to have representatives from both agencies present when terms were 
discussed. When the terms were agreed upon, then it was, in this 
case, GSA’s responsibility to grant the specific terms of the contract. 

Mr. Warren. Did you address a letter dated March 2, 1951, to Mr. 
J. H. Hofflund, General Counsel, in which you requested that he draw 
up a contract ? 

Mr. Mirrenvorr. I addressed that letter; yes, sir. 

Mr. Warren. Did your office also draw up a rough draft of a 
contract ? 

Mr. Mirrenporr. We did. 

Representative Brown. What was your office at that time? 

Mr. Warren. What was your office at the time you drew the 
contract ? 

Mr. Mirrenporr. What was that? Pardon me. I didn’t hear the 
question. 

Mr. Warren. He asked which office you were in at the time—— 

Mr. Mirrenporr. I was in the Production Expansion Division. 

Representative Brown. What was your title? What was your 
office called ? 

Mr. Mrrrenvorr. I was called Director of the Production Expan- 
sion Division. 

Representative Brown. You were director at that time? 

Mr. Mrrrenporr. Yes, sir. 

Mr. Warren. And the Nonferrous Metals Committee had referred 
their report recommending the 25-ton mill, 24-ton a day mill to you, 
had they not, as Director of the Production Expansion Division ? 

Mr. Mrrrenporr. Yes. As Director, I received their recommenda- 
tions. When I received their recommendations my responsibility was 
to implement them, to get them on their way to the properly delegated 
agencies with whom we worked. 

Mr. Warren. Mr. Mittendorf, I would like to refer to the last 
paragraph of the letter dated January 9, 1951, that you previously 
referred to, in which it is stated: 

The final form, terms, and provisions of all documents and instruments shall 
be subject to final approval of or execution by, as the case may be, the Adminis- 
trator of GSA or the Secretary of the Interior, respectively, or their represen- 
tatives specially authorized outside of the terms of this argeement. 

Will you state just what that paragraph means and how it was 
carried out ? 

Mr. Mirrenvorr. That paragraph means—of course, first, this re- 
fers to an Executive order. I think it goes back and defines the 
responsibility of the Secretary of the Interior, and his responsibility 
was to make recommendations to the DPA for certification. So that 
paragraph says to me, with respect to the Secretary of the Interior, 
that his responsibility was limited to making recommendations for 
certifications, and in such cases he was to be the last word. 

Representative Brown. You mean, the Secretary of the Interior 
would be the last word ¢ 

Mr. Mirrenporr. That is right. 
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Representative Brown. My understanding of the law is that he 
didn’t have any authority except to make recommendations. 

Mr. Mirrenporr. That is what I am saying, with respect to his 
authority to make 

Representative Brown. That is quite a difference. 

Mr. Mirrenporr. To make recommendations. He was to be the 
man who decided on the terms of the recommendations. 

Mr. Warren. Did the Secretary of the Interior have any authority 
to make a loan or guarantee a loan at that time in 19514 

Mr. Mirrenvorr. No. To my knowledge, he did not. 

The Vice Cuatrman. Who did, then? Who would make the deci- 
sion which he would carry out? 

Mr. Mrrrenporr. His recommendations went to the Administrator 
of the Defense Production Administration. The Administrator of 
DPA was in the position of holding the purse strings for all the money 
that was appropriated under the Defense Production Act, and he gave 
the final certification. 

Counsel points out I might have confused you because I thought 
the question was directed broadly as a loan. In this particular case 
we are talking of a V-loan, and the old-line agency, the General Serv- 
ices Administration, would in this case have the authority to recom- 
mend the V-loan. 

Mr. Warren. In this particular case the DMA was not associated 
with it in any way except in connection with the V-loan, were you? 
You had nothing to do with the straight loans that were made / 

Mr. Mrrrenporr. At that time in the DMA, yes. 

Mr. Warren. In the United States Tin Corp. case, after the V-loan 
was made, you had nothing further to do with this case, did you? 

Mr. Mirrenvorr. Not a thing. 

Mr. Warren. Was DMA discontinued and succeeded by two other 
agencies ¢ 

Mr. Mrrrenvorr. Yes, it was. 

Mr. Warren. What were those two agencies ? 

Mr. Mrrrenvorr. The DMPA, which is the Defense Materials Pro- 
curement Agency, which went over to General Services, and the 
DMEA, the Defense Minerals Exploration Administration. 

Mr. Warren. Do you know the date on which the DMA ceased to 
exist ? 

Mr. Mrirrenvorr. It runs in my mind it was about August 3 or 
August 10. 

Mr. Warren. August 28, wasn’t it? 

Mr. Mrrrenvorr. Was it ! During the month of August. 

Mr. Warren. That is in the same year of 1951? 

Mr. Mirrenporr. 1951. 

Mr. Warren. Was it your recommendation that the mill should 
be reduced to a pilot operation in the initial stages / 

Mr. Mirrenporr. That recommendation was made by the Commod- 
ity Division, and we concurred in their recommendation. 

Mr. Warren. Do you refer to the Nonferrous Metals Committee 
or other committees, now ? 

Mr. Mrrrenporr. Nonferrous Committee. 

Mr. Warren. They made the recommendation to you and you 
concurred ? 

Mr. Mirrenporr. We accepted them as submitted to us. 
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Mr. Warren. Did you participate in the meeting held in Mr. 
Charles W. Merrill’s office about February 23 or February 24, 1951, 
at which time the pilot-mill proposal was presented to Mr. H. R. 
I ischnaller ? 

Mr. Mrrrenporr. I did not. 

Mr. Warren. Did you have any contract with Mr. H. R. Fischnaller 
on Mr. Kenneth Kadow or Mr. Kirby Billingsley in connection with 
this United States Tin Corp. matter? 

Mr. Mirrenporr. I met Kadow after the recommendation by the 
Nonferrous Committee was forwarded to my Division. I met him 
only. I didn’t attend any conferences with him. I am quite sure I 
met Mr. Fischnaller at about the same time. 

Mr. Warren. What was the date that you met Mr. Kadow, approxi- 
mately ? 

Mr. Mirrenporr. I would say that was about February 27 of 1951. 

Mr. Warren. Who did he represent himself to be? 

Mr. Mrrrenporr. He represented himself to be an employee of the 
Department of Interior connected with the Secretary’s office. 

Mr. Warren. Did he ever state to you that he intended to go with 
the United States Tin Corp. in an official capacity ? 

Mr. Mrrrenporr. He never did. 

Mr. Warren. You recognized him in his official capacity from the 
Assistant Secretary of the Department of Interior’s office; did he say 
the Assistant Secretary’s or the Secretary’s office? 

Mr. Mrrrenporr. I can’t draw that line. 

Mr. Warren. What did Mr. Kadow say to you in these discussions ? 
What did he ask for? 

The Vice CuatrMan. Everything he could get. 

Mr. Mirrenporr. Well, when he came on down to my office he intro- 
duced himself and introduced Fischnaller. That was about all. 

Mr. Warren. Mr. Fischnaller was with him at the time that he 
first contacted you ? 

Mr. Mrrrenporr. I recollect that he was. My memory is that I 
just met the man, said “How do you do.” I was very busy. I turned 
this case over to an engineer who had spent 10 or 12 years with 
the RFC negotiating loans, and I said, “You are at the mere y of this 
engineer.” 

Mr. Warren. You turned them over to the engineer ? 

Mr. Mirrenporr. Yes. 

Mr. Warren. Who was the engineer ? 

Mr. Mrrrenporr. Mr. Ellis. 

Mr. Warren. You gained the impression that Mr. Kadow was using 
the Office of the Secretary of Interior in introducing you to Mr. F isch- 
naller for the purpose of securing a loan, did you “not, or in negotia- 
tions leading up to the loan? 

Mr. Mirrenporr. Well, that impressed me as just one of those things, 
where a man is in the Secretary’s office, or some other office, and says, 
“Meet my friend. He is in for a loan,” and so forth, “that I want you 
to know him,” and “goodby.” That was about all. 

Mr. Warren. A man coming from the Secretary’s office to your 
office would have quite a bit of weight with your office? 

Mr. Mirrenvorr. No. With me they look just the same as the 
fellow from any place else. 
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Mr. Warren. If the Secretary of the Interior led you to believe 
that the Secretary’s office wanted something done, you would be 
interested in carrying out those instructions; wouldn’t you? 

Mr. Mrrrenvorr. If you could do it in good conscience. I have 
had many, many contacts with the present Secretary of the Interior 
and with the former Sec retary. They know that if something went 
a different way than it should, I would walk out the front door, if 
it didn’t go the w: ry I thought it should. 

Mr. Warren. Was there ¢ ever any doubt in your mind that the mill 
of 25-ton capacity was to be constructed ? 

Mr. Mrrrenporr. Never. 

Mr. WARREN. Do you know any reason why anyone should have 
concluded that any thing other than a 25-ton mill was to be constructed ? 

Mr. Mrrrenvorr. No,I don’t. That was ve ry thoroughly considered 
by all of the people at DMA. 

Mr. Warren. In all negotiations leading up to the contract and 
in the terms of the contract itself; is that correct ? 

Mr. Mirrenvorr. That is true, insofar as I was in on those negotia- 
tions. There were a lot I did not attend. 

Mr. Warren. At the time Mr. Kadow contacted you, you did not 
know that he had already submitted his resignation to the Secret: ry 
of the Interior? 

Mr. Mirrenporr. I had no knowledge whatsoever about it. 

Mr. Warren. Did his statements lead you to believe otherwise than 
that he was in the Secretary’s office ? 

Mr. Mrrrenvorr. No; I would say I assumed he was there for keeps. 

Mr. Warren. Did you ever receive any information to the effect 
that the United States Tin Corp. did not intend to construct a mill of 
25-ton capacity ? 

Mr. Mirrenvorr. I did not. 

Mr. Warren. Did you receive any information that used equipment 
of 100-ton capacity was being installed ? 

Mr. Mirrenporr. No; I never did. 

Mr. Warren. When did you first learn that the United States Tin 
Corp. had purchased used equipment from a gold mine? 

Mr. Mrrrenvorr. To the best of my rec ollect tion I never learned of 
that until early in 1952. As a matter of fact, the only place that I 
saw it in writing was in connection with an application that the 
United States Tin made to my group later in 1951 for exploration. 
Reading that application along in January of 1952 I noticed a remark 
which said, “A 100-ton-a-day operation is contemplated.” That state- 
ment was in an application that came into my office a year later. 

Mr. Warren. Did the General Services Administration ever fur- 
nish your office with a copy of the contract providing for a mill of 
25-ton capacity ? 

Mr. Mirrenvorr. No; they did not. 

Mr. Warren. Do you know whether Mr. Merrill’s office or anyone 
in the Department of the Interior was furnished with such a contract ? 

Mr. Mirrenvorr. I did not know if they had. 

Mr. Warren. Were any meetings held by DMA, DMPA, GSA, or 
the Bureau of Mines or Geological Survey to discuss what the Govern- 

ment should do about this 100-ton mill? 

Mr. Mirrenvorr. Not to my knowledge. I was never invited to 
attend or ever heard of it. 





116 DEFENSE PRODUCTION ACT 


Mr. Warren. Would you consider that you had any responsibility 
to advise anyone of a failure to carry out the contract, or would 
you consider that to be the responsibility of the General Services 
Administration / 

Mr. Mirrenvorr. I wouldn’t think it would be my prime responsi- 
bility in this case since I had not even had a copy of the contract or 
knew what was agreed to in the final terms. I can say most em- 
yhatically that had I heard of it, had I known of the terms, I would 
en passed the word on. 

Mr. Warren. Do you know whether any organization was set up 
by anyone to supervise the carrying out of the conditions in the 
contract ¢ 

Mr. Mirrenporr. I have no knowledge. 

Mr. Warren. You don’t know whether anyone went to the mine 
for that purpose or went to the office of the United States Tin Corp. 
for that purpose? 

Mr. Mirrenporr. Let me correct that. I have knowledge of the 
fact that at the time we were considering the exploration loan that 
DMPA was considering sending an engineer up to the mine. I think 
that was about May 1952. I believe, from my recollections, that that 
engineer was supposed to go up, that they were waiting a little while 
until the spring water would be running off, the mill would be running, 
so that the engineer could then see everything. 

Mr. Warren. Did these engineers go on their own responsibility 
with DMPA or would they go at the request of the General Services 
Administration, or how would they go? What authority did they 
go under ? 


Mr. Mrrrenporr. Not knowing intimately just what their organi- 
zational setup was at GSA, I would presume it would be a joint effort. 
I assume the GSA, as such, and the DMPA which operated as a part 
of GSA, would both have full knowledge of the case and any trip 
would have the approval of both agencies. 

Mr. Warren. Even though a low price was ese for the used mill 


equipment, don’t you agree it should have been obvious to every agency 
involved that the original $96,000 granted for capital equipment 
could not cover the additional power, water, housing and mining ma- 
chinery required to operate a 100-ton-a-day mill ? 

Mr. Mrrrennorr. I believe that is a logical deduction, yes. 

Mr. Warren. The amount of housing, water and all other items 
varies according to the size of the mill, Lata it not? 

Mr. Mrrrenvorr. That is true. 

Mr. Warren. Your recommendation in the Nonferrous Metals 
Committee and in the Production Expansion Division were only for 
a 25-ton mill, was it not? 

Mr. Mirrenvorr. That is true. 

Mr. Warren. They would not have applied to a 100-ton mill? You 
would have to have made new recommendations as to a 100-ton mill 
or a 1,000-ton mill, would you not? 

Mr. Mrrrenporr. That is right. 

Mr. Warren. Would you not say that many of the failures or most 
of the failures are the direct result of the breach of this contract. by 
the United States Tin Corp., as to water, and other deficiencies, in- 
creased housing? Wouldn’t you say it is the result of the failure to 
construct the 25-ton mill that this resulted ? 
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Mr. Mrrrenvorr. I can’t say that as an engineer. I think that is 
more up to the men who w ent up to see whi at. sort of equipment was 
purchased, what form was it in, what metallurgy w was achieved. 

Mr. Warren. Does it take more water to operate a 25-ton mill than 
a 100-ton mill? 

Mr. Mirrenvorr. It takes far more to operate a 100-ton mill. 

Mr. Warren. The fact that there has been thousands and thousands 
of dollars spent on the water supply does not mean that same money 
would have been expended if your recommendation had been carried 
out ? 

Mr. Mrrrenporr. That is a reasonable deduction. 

Mr. Warren. Do you know whether the water was sufficient for 
a 25-ton mill? Did you make a determination it was sufficient for 
a 25-ton mill? 

Mr. Mirrenvorr. We thought it was sufficient, based on the infor- 
mation that was given to us by the field team. They indicated three 
different sources of water. They thought that the mine was going 
to make a great deal of water when the pumps were installed under- 
ground. There were three separate sources. There was no question 
in my mind, based on the information we had, that they would have 
ample water to operate a 25-ton mill. 

Mr. Warren. Do you continue to rely on the opinions of the field 
team ¢ 

Mr. Mrrrenvorr. Yes, sir; I do. 

Mr. Warren. On the basis of this United States Tin Corp. case 
would you not be more hesitant on relying on their opinions now than 
you were before? 

Mr. Mirrenporr. Well, we have gone a long ways, I will say here, 
in DMEA in the work here in Washington. We scrutinize very care- 
fully the field recommendations of all the fieldmen, regardless of 
what area they are in. We know that they are out on the job, that 
they are sold on their district. We know they are enthusiastic, and 
no doubt I would be the same way. In Washington we take a broader 
view, and many times I guess we are accused of being hatchetmen, but 
we scrutinize their recommendations very carefully. 

The Vice Carman. There weren’t many hatchetmen in this job, 
except on the side of those who were borrowing money. 

Mr. Warren. Do you feel, Mr. Mittendorf, that procedures have 
changed in order to correct the irregularities that existed in this 
case ¢ 

Mr. Mirrenporr. I will say for my own agency, and bear in mind 
I have one responsibility under the Defense Production Act, and I 
shall say that our procedures have been tightened considerably, not 
as a result of this one case alone but as a result of m: ny. 

Mr. Warren. Did Mr. H. R. Thurtell of the General Services 
Administration work with your office in preparing a contract? 

Mr. Mirrenvorr. Yes, he did. 

Mr. Warren. What determination would Mr. Thurtell make and 
what determination would your office make as to the provisions of 
the contract? Would your General Counsel report back to you and 
Mr. Thurtell report back to the General Services Administration ? 

Mr. Mirrenvorr. Yes, that is the way it worked. 
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Mr. Warren. Who had the final say as to what went in a contract? 

Mr. Mirrenporr. The GSA. 

Mr. Warren. Did you only recommend ? 

Mr. Mirrenporr. We only recommend in this case. 

Mr. Warren. Mr. Mittendorf, has there been a change in the re- 
quirements since 1951 to the present time as to investigation in con- 
nection with loans? 

Mr. Mirrenporr. We do not handle loans anymore. 

Mr. Warren. You do not make any recommendations on loans? 

Mr. Mirrenvorr. No, we have not—well, not since the split-up 
occurred in 

Mr. Warren. DMPA would make the recommendation that vou 
formerly made? i 

Mr. Mrrrenporr. Yes. 

The Vice Cuatrman. Thank you very much, Mr. Mittendorf. 

(The agreement referred to in Mr. Mittendorf’s testimony follows:) 


AGREEMENT BETWEEN GENERAL SERVICES ADMINISTRATION AND DEPARTMENT OF 
THE INTERIOR 


For the purpose of carrying out their respective functions and responsibilities 
for the expansion of productive capacity and supply of metals and minerals, 
under the provisions of title III of the Defense Production Act of 1950 (Publie 
Law 774, 8ist Cong.), Executive Order 10161 (15 F. R. 6105), and Executive 
Order 10200, it is agreed between General Services Administration and the 
Department of the Interior, as follows: 

1. This agreement is designed to provide cooperative operating procedures 
between the two agencies, it does not directly affect the public, and it is not to be 
published in the Federal Register. It shall remain in effect until terminated by 
either party by notice in writing to the other. It shall be construed broadly with 
the view toward expediting the consummation of transactions with industry 
under the act and order. Except as to documents and instruments in their final 
form, approvals and consents may be informal, oral, and by telephone. 

2. GSA and Interior shall each appoint proper officers for liaison with the 
other and with power to take all actions required for carrying out this agreement 
(not including the final action of executing, on behalf of the Government or of 
the agency, the instruments and documents necessary to carry out their respec- 
tive functions and responsibilities under the act and order, which is reserved 
in each case to the Administrator of GSA and the Secretary of the Interior, 
respectively, or to their specially authorized representatives). Until GSA is 
otherwise notified by Interior, Interior’s officers for the purposes of this agree- 
ment are: James Boyd, Administrator, Defense Minerais Administration; C. O 
Mittendorf, Director, Production Expansion Division, DMA; and J. L. Hofflund, 
General Counsel, DMA. Until Interior is otherwise notified by GSA, GSA’s 
officers for purposes of this agreement are: A. J. Walsh, Acting Commissioner, 
Emergency Procurement Service ; Irving Gumbel, Special Assistant to the Admin- 
istrator ; Maxwell H. Elliott, General Counsel; and Byron E. Harding, Assistant 
General Counsel. 

8. Interior, acting through its Production Expansion Division, DMA, is the 
contact agency for industry, and as such shall, with the aid, advice, and par- 
ticipation of GSA hereafter indicated, have primary responsibility for under- 
taking negotiations for the expansion of productive capacity and supply of 
metals and minerals, under the act and the Executive orders aforesaid. 

4. GSA will assign to DMA’s PED an adequate number of competent attor- 
neys, purchasing officers, and related clerical personnel for the purposes of this 
agreement, such attorneys, purchasing officers, and related clerical personnel 
to be located physically in the offices of DMA’s PED, but to remain on GSA’s 
payroll. Such attorneys and purchasing officers so assigned shall be free to 
report to, advise, and consult with GSA’s officers and representatives. Such 
attorneys shall perform all legal services necessary for the negotiation of trans- 
actions hereunder, as and at the times requested or required by the Director 
of PED. Such attorneys and purchasing officers shall be afforded opportunity 
to participate in all negotiations with industry, and shall draft or aid in draft- 
ing instruments and documents necessary for carrying out the functions of both 
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GSA and Interior (purchase contracts, loans, commitments for loans, certifica- 
tions, etc.). In addition, GSA will make available to PED such fiscal and other 
technical personnel, as may be required, to assist and participate in the negotia- 
tion and preparation of such contracts. Neither PED nor the GSA attorneys 
and-other personnel assigned to PED shall, without the previous review and 
approval of the other, submit to industry drafts of contracts or instruments 
or other proposals for transactions under the act or orders. 

The final form, terms, and provisions of all documents and instruments 
shall be subject to final approval of or execution by, as the case may be, the 
Administrator of GSA, or the Secretary of the Interior, respectively, or their 
Topeonensneetes specially authorized outside of the terms of this agreement. 

Dated: January 9, 1951. 

GENERAL SERVICES ADMINISTRATION, 
By (Signed) Jess Larson. 

DEPARTMENT OF THE INTERIOR, 
By (Signed) Oscar L. CHAPMAN. 

The Vick CuHamman. Our next witness will be Mr. John D. Mor- 
gan, Jr., Special Assistant to the Assistant Director for Materials, 
Office of Defense Mobilization. 

Do you solemnly swear the testimony you are about to give will be 


the truth, the whole truth, and nothing but the truth, so help 3 you God ¢ 


TESTIMONY OF JOHN D. MORGAN, JR., SPECIAL ASSISTANT, AS- 
SISTANT DIRECTOR FOR MATERIALS, ACCOMPANIED BY JAMES 
P. DURKIN, COUNSEL, OFFICE OF DEFENSE MOBILIZATION 


Mr. Morgan. I do. 

The Vicr Cuarrman. Will you identify yourself, Mr. Morgan? 

Mr. Morean. I am John D. Morgan, Jr. At the present time I am 
Special Assistant to Mr. E. H. Weaver, who is Assistant Director of 
the Office of Defense Mobilization, in charge of materials. 

I am accompanied by Mr. James P. Durkin, re presenting the Gen 
eral Counsel of the Office of Defense Mobilization. 

The Vice Cuarrman. I don’t know whether we can finish with this 
witness or not. We have a rollcall in the House right at 12 which 
was put over from yesterday. We will have to be there. We can go 
on for a few more minutes. 

Representative Brown. I will have to go now. 

The Vice Cr AIRMAN. I will stay. 

Mr. Warren. Mr. Morgan, were you previously associated with 
the National Security Resources Board and following that with the 
Defense Production Administration ? 

Mr. Morean. That is correct. I was with the National Security 
Resources Board from October of 1948 until February of 1951, at 
which time I was transferred to the Defense Production Administra- 
tion. 

Mr. Warren. What was your capacity in these positions? 

Mr. Moraan. I was an officer of the United States Army, Corps of 
Engineers, originally assigned to the National Security Resources 
Board, and subsequently assigned to the Defense Production Admin- 
istration. 

It was my responsibility to advise the Administrators of those 
agencies on matters concerning strategic materials. 

Mr. Warren. While you were with the National Security Resources 
Board did you engage in studies relating to our defense needs for 
tin and its potential sources? 
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Mr. Morean. The National Security Resources Board covered all 
the materials listed as strategic and critical as well as others not on 
the official list. I personally made no specific studies of tin. We had 
a tin expert on our staff; in fact we had a staff of materials experts. 
Some handled tin, others handled rubber, and so forth. 

Mr. Warren. Are you familiar with what those studies revealed ? 

Mr. Morgan. Yes, sir. Those studies, insofar as they were made, 
were used in the determination of stockpile objectives by the Muni- 
tions Board, and so forth. I am generally familiar with them. 

Mr. Warren. Do these studies result in instructions or directives 
being issued regarding the development of new tin sources? 

Mr. Morcan. The situation in tin was a rather complex one at the 
start of the Korean war. I could describe it briefly, if you would like. 

Mr. Warren. Will you describe it briefly. 

Mr. Morean. The Reconstruction Finance Corporation was operat- 
ing the Texas City tin smelter under special authorization passed by 
Congress. As a part of their own responsibility under their act. they 
were engaged in the purchase of tin ores and concentrates, the smelt- 
ing thereof, and the sale of tin metal. The RFC sold this metal 
to industry, and to the United States Government—to the General 
Services Administration—for stockpiling under the Stockpile Act, 
Public Law 520 of the 79th Congress. 

At the same time the General Services Administration was also 
buying in the open market certain quantities of tin which they added 
directly to the stockpile. There was no general program for expan- 
sion of tin supplies within the United States or its Territories 
because there was little known tin mineralization in these areas. 

Mr. Warren. In other words, your reviews did not include the 
Seward Peninsula in Alaska? 

Mr. Morean. The tin mineralization there was known to us through 
the work of the Bureau of Mines and Geological Survey, but. there 
were no Government-sponsored projects at the start of the Korean 
war. The Korean war started in June of 1950, and it was not until 
January of 1951 that the Defense Production Administration was 
established. Until that time there was quite a bit of milling around 
among the agencies because the Defense Production Act was not 
passed until September 1950—— 

Mr. Warren. Under what Executive order did the Defense Pro- 
duction Administration operate at that time? 

Mr. Morgan. I will ask counsel. 10200. (See p. 102.) 

Mr. Warren. That has been inserted in the record. 

Mr. Morean. The Defense Production Administration found that 
certain actions were necessary to expand the supply, in accordance 
with the Defense Production Act, of materials in short supply and 
to limit their use in unessential uses, and to channel materials to 
essential defense programs. 

Tin was one where the price history is indicative of the shortage. If 
I can quote just a few representative prices: The Korean war started 
near the end of June of 1950. At that time the average price of tin 
was 77.7 cents a pound. Tin rose sharply in July to 89.7 cents; Aug- 
ust, 102.2; September, 101.3; October, 113.4; November, 137.2; and 
December of 1950, 144.9. In January of 1951, when the Defense 
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Production Administration was established, the price of tin was up 
to 171.8. 

The Vice Cuatrman. What date? 

Mr. Morean. In January of 1951, when the Defense Production 
Administration was established, the average price of tin was 171.8. It 
rose in February to 182.7. In March it dropped back to 145.8. 

The Government was distressed by the rise in the price of tin, and 
the National Production Authority in the Department of Commerce 
put in certain controls. There was a general control order on tin, 
known as M-8, which was issued by the Government on November 
13, 1950. It was not removed until the tin situation became suffi- 
ciently easy in July of 1953. 

The Government put in allocations of tin on May 1, 1951, which 
were not lifted until January 1, 1953. In fact, tin was in such short 
supply that it was one of the two materials where the Government 
completely took over the function of private industry by becoming 
the exclusive purchaser of tin for all Government and industry uses, 
the other being rubber. 

Mr. Warren. Let me ask you this: Did the scarcity of tin at that 
particular time require a greater degree of diligence or a lesser degree 
of diligence on the part of the administrative agencies in administer- 
ing these programs ¢ 

Mr. Morean. The searcity of tin, the demands of the military, the 
demands of the stockpile, and the demands of private industry, were 
such that every emphasis was given to expanding the supply of tin 
where it could be feasibly done. 

Mr. Warren. That being true, a high degree of diligence should 
have been required in administering this program; is that correct? 

Mr. Morgan. A high degree of diligence should be required in all 
programs. 

Mr. Warren. Do you think that a greater degree of diligence is 
required in a scarce material than in a nonscarce material ? 

Mr. Morcan. Wherever the Government's business is transacted, 
whether it is a small contract or a big one, or a scarce material or one 
in easy supply, I think equal diligence would be required in carrying 
out the Government’s business. 

Mr. Warren. You would certainly say that it did not require a 
lesser degree of diligence; would you? 

Mr. Morcan. I would agree with you there, sir. “So, within this 
picture of general scarcity of tin and the need of the material for 
the stockpile, the Defense Production Administration was first ad- 
vised of the particular case on which you are holding hearings by a 
letter signed by Secretary Chapman, then Secretary of the Interior, 
dated March 2, 1951. (See p. 105.) 

Mr. Morean. Would it be helpful if I read from Dr. Flemming’s 
letter to vou, which described the history of the case 

Mr. Warren. Just a minute. 

The Vice CuarrMan. Can you come back tomorrow morning? We 
have a rollcall in the House at 12 or a few minutes after. I have to be 
there. 

Mr. Morgan. We are at your service when you would like us. 

The Vice CHatrrmMan. Thank you very much. We will recess until 
tomorrow morning at 10. I am sorry we couldn’t finish with you. 


51710—54 9 
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Mr. Warren. Mr. Chairman, I suggest we put this letter in the 
record dated June 11, 1954, from the Honorable Arthur S. Flemming, 
Director, Office of Defense Mobilization, addressed to the Honorable 
Homer E. Capehart, chairman of the committee. 

The Vice CuarrMan. It will be made a part of the record. 

(The letter referred to follows :) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
Washington, D. C., June 11, 1954. 
Hon. Homer E. CApPeHart, 
United States Senate, Washington, D. C. 

Deak SENATOR CAPEHART: This is in response to the request of Mr. A. E. Pierce, 
staff director of the Joint Committee on Defense Production, regarding the 
activities of the Defense Production Administration and the Office of Defense 
Mobilization in connection with the United States Tin Corp. in Alaska. 

At the start of the Korean war only 34 percent of the tin stockpile objective 
had been met. Indonesia and Malaya, two of the major sources of tin, were in 
varying stages of internal unrest and were moreover in the path of possible 
future Communist aggression. In Bolivia, which was the only commercial 
source of tin in the Western Hemisphere, the mines were in the process of being 
nationalized with consequent threats to the continuity of efficient production. 

Spurred by the demands of the defense program in the United States and in 
other countries, the world price of tin arose from its pre-Korean level of about 
75 cents a pound to prices in excess of $1.80 a pound. The United States Gov- 
ernment, acting through the Reconstruction Finance Corporation, became the 
exclusive purchaser of tin for both Government and industry. 

Tin was placed under allocation in the United States, effective May 1, 1951, 
by the National Production Authority of the Department of Commerce. Conser 
vation orders and inventory limitation orders affecting the use of tin were issued 
by the National Production Authority in January 1951. Ceiling prices were 
established by the Office of Price Stabilization of the Economic Stabilization 
Agency in August of that year. 

In discharging its responsibilities in the administration of the Defense Pro- 
duction Act (Public Law 744, 8ist Cong., September 8, 1950, as amended), the 
Office of Defense Mobilization relied on a variety of temporary and permanent 
agencies of the Federal Government for the formulation and execution of neces- 
sary programs. The Defense Production Administration, working under the 
direction of the Office of Defense Mobilization, had responsibility for promoting 
the necessary expansion of productive capacity and supply, and it looked to the 
Defense Minerals Administration in the Department of the Interior to recom- 
mend metal and mineral expansion programs. The necessary contracts to carry 
out these programs were then negotiated and administered by the General Serv- 
ices Administration. 

In the latter part of 1951 the Defense Minerals Administration was abolished. 
Its functions, together with the procurement functions of the General Services 
Administration, were transferred to the Defense Materials Procurement Agency. 
Domestic mineral exploration remained in the Department of the Interior where 
the Defense Minerals Exploration Administration was established to carry out 
the program. The Defense Production Administration was abolished on Febru- 
ary 4, 1953, and its functions were transferred to the Office of Defense Mobiliza- 
tion. On August 14, 1953, the Defense Materials Procurement Agency was 
abolished and its functions were transferred to the General Services Adminis- 
tration. 

Under the appropriate administrative orders it was the responsibility of the 
Defense Production Administration (now the Office of Defense Mobilization) to 
determine requirements and deficiencies in the light of defense needs. Respon- 
sibility for developing ways and means to overcome such deficiencies at least 
cost to the Government remained with the General Services Administration. 
The Export-Import Bank and the Reconstruction Finance Corporation were 
utilized by the General Services Administration in making credit evaluations 
on all loans. 

On February 23, 1951, the Defense Production Administration certified a 
program for the purchase of tin to the General Services Administration and 
authorized a revolving fund of $60 million for this purpose with the under- 
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standing that the Reconstruction Finance Corporation would implement the 
program. Since the Reconstruction Finance Corporation was able to handle 
tin purchases and resale to industry with its own funds during 1951, this 
authorization, as subsequently modified, was withdrawn on October il, 1951. 
(In mid-1952, the Defense Production Administration certified a general tin 
purchase and resale program to the Defense Materials Procurement Agency and 
this program was carried out by the Reconstruction Finance Corporation. ) 

On March 2, 1951, Mr. Oscar L. Chapman, then Secretary of the Interior, 
addressed a letter (copy attached) to Gen. W. H. Harrison, then Administrator 
of the Defense Production Administration, requesting certification of a Gov 
ernment procurement contract for tin and tungsten with the United States 
Tin Corp. The necessity for this contract was confirmed by the Defense Pro- 
duction Administration in a certificate by Gen. Thomas F. Farrell, then Deputy 
Administrator, to Mr. Jess Larson, then Administrator of the General Services 
Administration (certificate GS—7-11-DPA-10, dated March 16, 1951, copy 
attached). 

Subsequently, the original certification was amended on March 26, 1951 (cer- 
tificate GS-9-11-DPA-12, copy attached) to reflect a recomputation of the 
maximum possible liability made after the General Services Administration had 
negotiated the contract. 

When the concept of probable ultimate net cost was introduced in the Defense 
Production Act by the Congress in Public Law 96, 82d Congress, July 31, 1951, 
all outstanding projects were recertified on the new basis. Accordingly, the 
General Services Administration on September 27, 1951, prepared an estimate 
of the revised financial requirements, copy attached, which was certified by 
the Defense Production Administration on October 5, 1951 (certificate DMPA 
11-11-DPA-80, copy attached). 

On December 18, 1951, the Defense Materials Procurement Agency requested 
certification of an amendment in the contract which provided for increased 
procurement and additional financing (see Mr. Larson’s letter of December 18, 
1951, to Mr. Fleischmann, copy attached). This was certified by the Defense 
Production Administrator on December 20, 1951 (certificate DMPA-—53-11—-DPA- 
122, copy attached). 

On July 22, 1952, the Defense Materials Procurement Agency stated that 
an increase in financing was necessary (Mr. Larson’s letter of July 22, 1952, 
to Mr. Fowler, copy attached) and this increase was certified by the Defense 
Production administration on July 30, 1952 (certificate DMPA—115—-21—-DPA-188, 
copy attached). 

On April 6, 1953, the Defense Materials Procurement Agency requested cer- 
tification of additional financing (Mr. Tom Lyon’s letter of Apri] 6, 1953, to 
Dr. Flemming, copy attached). On March 27, 1953, I directed the Defense 
Materials Procurement Agency to make no further commitments without specific 
and new review by the Office of Defense Mobilization, and I established a special 
committee, initially composed of Messers. Harold Vance and James F. Brownlee, 
to review all programs involving borrowing authority. This project was re- 
viewed at the first meeting of the borrowing authority review board on April 8, 
1953, and it was then, on April 14, 1953, certified to the Defense Materials 
Procurement Agency (certificate DMPA-154-11-DPA-228, copy attached). 

Sincerely yours, 
ArtTHour 8. FLEMMING, Director. 


Mr. Warren. Tomorrow we will begin with Mr. Morgan. Then 
we will hear witnesses from the Federal Reserve Bank of Seattle, 
Wash., and Mr. H. R. Thurtell, regional counsel for the GSA. 

(Whereupon, at 11:59 a. m., the hearing was recessed until 10 a. m., 


Friday, July 9, 1954.) 
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FRIDAY, JULY 9, 1954 


Unrrep States ConGress, 
Jornrt ComMitTer oN Derense Propuction, 
Washington, D. € 

The joint committee met, pursuant to recess, at 10:02 a. m., in 
room 301, Senate Office Building, Senator Homer E. Capehart, (chair- 
man) presiding. 

Present: Senator Capehart, Representatives Gamble (vice chair- 
man) and Brown of a L. 

Also present: Harold J. Warren, counsel; Allen E. Pierce, staff 
director: and Carmine Bellino accounting consultant. 

The CuarrMan. The committee will please come to order. The first 
witness will be Mr. Morgan. I believe, Mr. Morgan, you were sworn 
and testified yesterday. 


TESTIMONY OF JOHN D. MORGAN, JR., SPECIAL ASSISTANT, 
ASSISTANT DIRECTOR FOR MATERIALS, OFFICE OF DEFENSE 
MOBILIZATION—Resumed 


Mr. Morean. Yes, sir. 

The Cuarrman. Mr. Warren, will you proceed with the witness. 

Let me say for the benefit of the record that I have just been handed 
an AP or UP release from Alaska in which Mr. Kadow is complain- 
ing that he hasn’t been heard in respect to this matter. I just want to 
assure Mr. Kadow, for the record, that he will be heard the week after 
next. He will be given an opportunity to be heard in executive session, 
and then at public hearings, as will other officials of the United States 
Tin Corp., and his attorney has already been notified. 

You can tell Mr. Kadow, as a matter for the record, that he need have 
no worry. He will be given plenty of opportunity to be heard. He 
will either be subpenaed and come in under subpena or if he desires 
to come on his own volition, he may do so, which I understand he does, 
But he need have no fear about being heard, because he is going to be 
heard over quite an extended period of time. He was complaining, 
I understand, in dispatches that he had not been heard. He need not 
worry. We will listen tohim. You may proceed. 

Mr. Warren. Mr. Morgan, we had, I believe, reached the point 
where Mr. Chapman, Secretary of the Interior, had made a recom- 
mendation to DPA. Will you state what records you had in DPA 
on which you based your certification? I would like for you to also 
state what the $1,050,000 figure was, which I believe was certified. 
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Mr. Morcan. The records of the Defense Production Administra- 
tion, which I have here, show that the letter of Oscar Chapman of 
March 2, 1951, recommended the project. There was no specific study 
or analysis of this individual project made in the Defense Production 

Administration. The officials of that Administration knew at that 
time that tin was in short supply, as I had outlined to the committee 
yesterday. There was ample information in the hands of the Admin- 
istrator of DPA, General Harrison, the head of ODM at that time, 
and so forth, that tin was in short supply. Moreover, the other item 
that the prospective contract covered was tungsten. 

The shortage of tungsten was very severe due to the retreat of the 
Army in Korea in the winter of 1950 so that the main tungsten mine 
in Korea, the mine that was there, had been cut off by the enemy, and 
China, which was another major source of tungsten for the United 
States, was not shipping tungsten. At that time it was even necessary, 
at the request of the Munitions Board of the Department of Defense, 
to withdraw tungsten from the national stockpile in order to accelerate 
the production of tungsten. 

Mr. Warren. Did your letter to General Services Administration 
apply to this project for a loan or to the tin program as a whole? 

Mr. Morean. The DPA letter, signed by Gen. Thomas F. Far- 
re]|—— 

Mr. Warren. What isthe date of that? 

Mr. Morgan. It is dated March 16, 1951, and it applied to this 
project alone. He certified that the contract for tin and tungsten 
was essential. 

Mr. Warren. Did you consider it necessary in DPA to conduct 
an investigation of this particular project ? 

Mr. Morean. The responsibility of the Defense Production Admin- 
istration was to determine the materials that were essential to defense 
and where expansion was necessary. So, the only judgment made 
by the Defense Production Administration was that tin and tungsten 
were in short supply. Acting on Secretary Chapman’s recommen- 
dation, in which he stated that a thorough investigation and evalua- 
tion by the Defense Minerals Administration had been made, we pro- 
ceeded immediately to certify the project and get it under way. 

Mr. Warren. What was the $1,050,000 figure, and what increase 
was there thereafter made in that figure ? 

Mr. Morean. The $1,050,000 figure was the contingent liability 
estimated by Secretary Chapman of the contract that would be exe- 
cuted. The procedure was that the Defense Minerals Administration 
in the Interior Department made a rough estimate of what would be 
required, This was then given to the General Services Administra- 
tion, along with our certification of the necessary borrowing authority 
under the Defense Production Act, and GSA then concluded a final 
contract. 

Mr. Warren. There was no requirement placed on General Serv- 
ices Administration that a contract be placed with the United 
States Tin Corp. by DPA was there? It was merely to secure tin? 

Mr. Moraan. No, the certificate said to secure tin and tungsten, that 
it was necessary that the Administrator of General Services enter into 
individual contracts for the purchase of all or any part of the pro- 
duction of tin and tungsten ores from domestic deposits for Govern- 
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ment use or resale. It then said at the end that “it is estimated that 
the administration of that portion of this program which will be un- 
dertaken by the United States Tin Corp. will require $1,050,000 to 
be borrowed from the Treasury.” So this was a certification of the 
project. 

Mr. Warren. That particular project 

Mr. Morean. That ts right. 

Mr. Warren. Did you have these applications which set forth these 
misrepresentations when you passed on this project ? 

Mr. Morcan. We did not. The only information that the Defense 
Production Administration had on this specific project was Secre- 
tary Chapman’s letter of March 2, 1951, to General Harrison. 

Mr. Warren. Was that all DPA was required to do? 

Mr. Morcan. That is all they were required to do, when they found 
that the metals were in short supply. 

The CHatrmMan. Do you have any questions, Mr. Gamble? 

The Vick CHatrman, No. 

The CHarrmMan. Thank you. That will be all at the moment. The 
next witnesses will be Mr. Connell and Mr. Leisner. 

Do you solemnly swear the testimony you are about to give will be 
the truth, the whole truth, and nothing but the truth, so help you 
God ? 


TESTIMONY OF J. J. CONNELL, ACTING ADMINISTRATOR, OFFICE 
OF DEFENSE LOANS, FEDERAL RESERVE BOARD, AND J. M. 
LEISNER, VICE PRESIDENT AND MANAGER, SEATTLE BRANCH, 
FEDERAL RESERVE BANK OF SAN FRANCISCO 


Mr. Connet. I do. 

Mr. Letsner. I do. 

The CHatrman. You are Acting Director of the Office of Defense 
Loans of the Federal Reserve Bank? 

Mr. Connetyt. Acting Administrator. 

The CuarrMan. Here in Washington, D. C.? 

Mr. ConneLL. Yes; that is right. 

The Cuatrman. Mr. Leisner, you are the vice president of the Fed- 
eral Reserve bank in San Francisco? 

Mr. Letsner. Yes, the manager of the Seattle branch. 

The CHarrman. You gentlemen both handled the loans that have 
been made to the United States Tin Corp. ? 

Mr. ConneELL. Yes. 

Mr. Letsner. That is the V-loan, Senator? 

The CHarrMaANn. You are only going to deal with the V-loan? 

Mr. Conne nt. Right. 

The Cuarrman. You know nothing about any other advances, as 
far as the Board of Governors is concerned ? 

Mr. Connex. That is right. 

The CHatrMan. How much was the V-loan? 

Mr. Connett. The authorization was $374,400, issued April 26, 
1951. 

The Cuarrman. You are only concerned with that, is that right? 

Mr. Warren. Yes. 
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The Cuarman. We simply want to get testimony on the V-loan, 
and that only. You wrote me a letter under date of June 11, 1954. 
Without objection, this letter wiil be made a part of the record. This 
deals strictly with your function. I don’t think we need to take the 
time to read it. Proceed, Mr. Warren. (See p. 145.) 

Mr. Warren. Mr. Connell, are the Federal Reserve banks the fiscal 
agents under the Defense Production Act for these loans? 

Mr. ConneLi. They are. 

Mr. Warren. In that connection, what function does the Federal 
Reserve Board here in Washington serve / 

Mr, Conne Lt. The Federal Reserve Board here under the Defense 
Production Act sets forth only the interest rates, maximum interest 
rates and the guaranty fees. The Board as such has no responsi- 
bility whatsoever in passing on an application for a loan. Neither does 
the Federal Reserve bank as fiscal agent. 

The Office of Defense Loans acts in a liaison capacity in expediting 
and facilitating the handling of the application as well as related 
matters. 

Mr. Warren. In this particular case I notice a lot of communica- 
tions between the Federal Reserve bank of San Francisco and the 
Federal Reserve Board. The communications from the Federal Re- 
serve bank in Seattle go through the Federal Reserve bank in San 
Francisco? 

Mr. Connewtu. That is right. 

Mr. Warren. Will you state, first, what, briefly, your policy is here 
at the Board ¢ 

Mr. Connetu. The practice or the policy ? 

Mr. Warren. Your practice. 

Mr. Connett. All applications which are submitted by financial 
institutions are submitted to the Federal Reserve bank of the district in 
which the bank is located. The Federal Reserve bank in turn sub- 
mits the application to the guaranteeing agency through the Board 
of Governors. 

The CuarrMan. Yes, but does the Federal Reserve bank have any 
responsibility for the facts as set forth in any applications or does it 
strictly act as the fiscal agent? 

Mr. Conne.. It strictly acts as fiscal agent. 

The CuairMan. Does it carry any responsibility that the applica 
tion for a loan is an honest one, covering all the facts, or does it just 
simply act as an agent, the same as a railroad might pick up a ship- 
ment and carry it to Chicago not knowing what the shipment consisted 
of, particularly, other than what. the people declared it consisted 
of? 

Mr. Connett. I would say they act purely as fiscal agents. 

The Cuarmman. 100 percent as agents? 

Mr. Connetz. That is right. They have no responsibility at all 
as to approving or disapproving a loan. 

The CHAmMan. You have no responsibility to approve or dis- 
approve ? 

Mr. Connett. That is entirely—— 

The Cuamman. Any responsibility whatsoever in respect to the 
facts in connection with a loan? 

Mr. Connetu. They make credit recommendations and submit the 
financial statements of the company for a period, say, 2 or 3 years. 
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The CuHarrman. Are you responsible for credit information ? 

Mr. Connett. The bank as fiscal agent. 

The Cuamman. I hand you a telegram. Maybe this came from 
Seattle. I ask you to read it. 

Mr. Leisner, who is Symms? 

Mr. Letsner. I believe that gentleman was cashier of the Federal 
Reserve bank in San Francisco. 

The CuarrmMan. Would you read it, since it came from your office? 

Mr. Letsner (reading) 

Our Seattle branch has received application for V-loan guaranty for 90 per- 
cent $374,400 loan to United States Tin Corp., Seattle, based on General Services 
Administration contract No. GS—OOP-(D)-520. Application and supporting 
schedules incomplete and we would be unable to prepare customary report or 
submit recommendation without considerable additional information and re 
sultant delay. Financing institution advises it understands borrower has 
held extensive discussions with General Services Administration and with 
board’s staff and that amount of loan as well as other matters relative to the 
financing were agreed upon in Washington. Would appreciate your advising 
whether application should be forwarded in present form without recommenda- 
tion or if usual investigation and recommendation is required. 

The signature on that wire is “Symms.” 

The Cuairman. Who is Symms? 

Mr. LeisnerR. Symms, I believe, at that time was cashier of the bank. 

The CuHarrMan. What is the date of that? 

Mr. Letsner. It is dated March 29, 1951. 

The CuarrmMan. I am going to read into the record, without objec- 
tion, a telegram from the Board of Governors of the Federal Reserve 
System, le: ised wire service, W ashington, dated March 29, 1951: 

Symms—San Francisco 

Retel today V-loan United States Tin Corp., Seattle. General Services Ad- 
ministration suggests that you forward application to Washington in present form 
without your usual investigation and recommendations. Boothe. 

Who is Boothe? 

Mr. Conneuu. He was Director of the Office of Defense Loans. 

The Cuarrman. Would you know of your own accord why in this 
instance you dispensed with the credit information and all the other 
information that you normally secured ¢ 

Mr. Connewy. It was not my understanding that it would be dis- 
pensed with at that time. It was my understanding there was an 
emergency involved. 

The Cuamman. Would you state that again? 

Mr. Connenw. It is my best recollection because of the urgency of 
this program that the General Services Administration—— 

The Cuairman. What emergency are you talking about? 

Mr. Connetu. This minerals program. 

The CuatrMan. The urgency of this specific program, the United 
States Tin Corp. loan? 

Mr. Connetu. No, sir, the overall program of strategic metals. 

The Cuarrman. That is March 29, 1951? 

Mr. ConneELL. Yes. 

The CuairmMan. Has it been established yet how much tin has been 
delivered from this mine since the contract was entered into? You 

talk about an emergency here. How much tin has been delivered? 
Mr. Connex. I wouldn't be in a position to answer that. 
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The Cuarrman. According to Mr. Pierce, the amount actually sold 
from lode mining since the contract was entered into has been $56,374; 
is that a correct amount? Does anybody wish to state otherwise ? 

So, where was the urgency ? 

Mr. Conneti. That was the information I got from General 
Services. 

The Cuatrman. I appreciate that. Then, after receiving or send- 
ing this wire, and the papers were all forwarded to Washington, was 
the regular investigation made? 

Mr. ConnetL. It was. 

The Cuarrman. It was made? 

Mr. Connetu. Yes. It was developed later, Senator, that there 
was considerable misunderstanding and confusion, so I was advised 
by the General Services Administration. In view of those circum- 
stances they directed that the Federal Reserve Bank of San Francisco, 
as fiscal agent, through the Board of Governors 

The CHatrman. That is the $374,000? 

Mr. Connetu. To make its regular credit—— 

The Cuarrman. Has it since been repaid? 

Mr. Connex. The outstanding balance of the loan at this time, 
I understand, is $155,000. 

The Cuarrman. That is the Seattle bank? 

Mr. Connetu. Pardon? To the financial institution. 

The CHarrman. Did they get the $374,000? May I ask Mr. Leisner 
to answer? 

Mr. Letsner. No, I don’t think so. I think the peak loan was 
around $275,000. 

The CuarrmMan. It has been repaid to $150,000 ? 

Mr. Letsner. $155,000. 

The Cuarrman. That would be $120,000 they repaid. Where did 
they get the funds to repay the $120,000, if they have only sold $76,000 
worth of tin? 

Mr. Letsnrr. $76,000? I thought the amount earlier stated was 
$56,000. I can’t bear any testimony as to the $56,000. But there is, 
to my recollection, a payment that came in in about the sum of 
$120,000. How much of that tin was produced before the V-loan 
commenced and how much after—— 

The Cuarrman. I want to correct the record because we only want 
the facts. We want to be as factual as is possible. I find that they 
had a carryover of $135,400 worth of placer tin concentrates from 
1950 production when the contract was entered into. They produced 
and sold $105,500 more from placer and lode mining in 1951 and 
1952. That would give them two-hundred-and-forty-some-thousand 
dollars of income since the contract was entered into. 

Mr. Letsner. That seems to be an approximately correct figure. 

The CHatmman. I wish the record to show that we made that 
correction. 

Without objection, we will place in the record the Credit and Finance 
Division statement of July 9, 1954. 

This is United States Tin Corp. contract No. GS-OOP (D)-520, 
dated March 23, 1951, and later amendments. (See p. 145.) 

Under the application of United States Tin Corp., dated February 
14, 1951, the financial statement of January 31, 1951, showed con- 
centrates in the amount of $225,800. (See p. 55.) 
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Mr. Warren. Mr. Connell, will you state who contacted you with 
regard to this matter ? 

Mr. Connetyt. A man by the name of Fischnaller. H. R., 1 think 
his initials are. 

Mr. Warren. Did anyone else contact you ! 

Mr. Conne.L. Subsequently, Mr. Fischnaller visited my office with 
a man who represented himself to be Mr. Kadow, a personal repre- 
sentative of the Secretary of the Interior in Alaska. 

Mr. Warren. Did anyone contact you prior to that time with regard 
to this matter? What was your first contact with regard to the 
United States Tin matter? 

Mr. ConneEut. I had a telephone call from Mr. Hoff, who was in 
Senator Magnuson’s office, as 1 understand. He asked if he could send 
Mr. Fischnailler to my office to explain to him the mechanics of how 
to go about making a V-loan. 

Mr. Warren. Then Mr. Fischnaller came to your office? 

Mr. ConneEuu. Yes. 

Mr. Warren. Did anyone else contact you with regard to the matter 
or did Mr. Fischnaller return later? 

Mr. Conneti. Mr. Fischnaller returned later in company with Mr. 
Kadow. 

Mr. Warren. What were those dates? 

Mr. Conne.u. To the best of my recollection, my first meeting with 
Mr. Fischnaller I would place around the middle of March 1951. 

Mr. Warren. What time had Mr. Hoff contacted you previously? 

Mr. Connetu. To the best of my recollection, the same day. 

Mr. Warren. The same day? 

Mr. Connewu. Yes. 

The Cnarrman. Let me ask a question. I hold in my hand a wire 
sent by Mr. Boothe under date of April 3, 1951, to Mr. Leisner at 
Seattle, in which Mr. Boothe states: 

Re V-loan United States Tin Corp. General Service Administration states it 
would be helpful in their consideration of this application if you would obtain 
from the Seattle Trust & Savings Bank what terms and conditions bank had in 
mind proposing in connection with this loan and whether it was anticipated 
getting the personal endorsement of the principals. 

That was addressed to Mr. Leisner. Did you get the personal en- 
dorsement of the principals? 

Mr. Letsner. No. The response to that wire was that in seeking 
counsel with the financial institution we were told that part of the 
plan was to ask Mr. Fischnaller to produce $60,000 of outside capital 
in the company, and in view of the introduction of that sum the bank’s 
judgment was that his endorsements, the endorsements of the princi- 
pals of the company, were not necessary. 

The Cuatrman. Did he get the $60,000, Mr. Gamble asks? Did he 
put up the $60,000? 

Mr. LetsNer. Well, that is a question that involves considerable 
background. If you wish me to relate some of the circumstances 
leading up to it, I shall, sir. 

The Vice CuarrmMan. We want to know the facts. 

Mr. Lersner. I was just fearful of the committee’s time. 

The CHarrman. You go ahead and take all the time you need. 
Did the principals endorse the loan. Did they put up $60,000 in 
additional capital? Just give us the facts. 
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Mr. Leisner. I shall, sir. The original application had as a provi- 
sion to it that this party, Fischnaller, would supply $60,000 from out- 
side funds. While the application was in the process of being con- 
sidered there apparently were some direct negotiations between 
Fischnaller and the financial institution and the GSA, and there was 
some agreement reached that the amount of $60,000 could be supplied 
from the sale of concentrates then on hand. 

That changed the picture quite differently from the original condi- 
tion where $60,000 of outside funds might be required to be injected 
into the company as against the discussed proposal of $60,000 coming 
from the sale of concentrates then on hand. 

Mr. Warren. Mr. Leisner, in this connection, the contract and the 
guaranty agreement actually provided that $60,000 was to be put in 
after the bills and accounts payable were paid, is that correct ? 

Mr. Letsner. That is correct, sir. 

Mr. Warren. As a matter of fact, they interpreted this to be 
$60,000 in working capital, in actually carrying out these terms. Is 
that correct ? 

Mr. Letsner. I think so. 

Mr. Warren. In making an interpretation of $60,000 in working 

capital, that had no rel: ationship to the terms of this agreement, did it? 

Mr. Lersner. It depends, I think, somewhat on the question of 
determination as to what is working capital. 

Mr. Warren. I will ask you this: Would it not have been possible 
for this corporation to have incurred an indebtedness of $1 million 
and still had $60,000 in working capital ? 

Mr. Letsner. Yes. 

Mr. Warren. And never have put in any $60,000? 

Mr. Leisnrr. I thinkso. In the common parlance of the considera- 
tion of what becomes credit, with an inventory of $60,000, that would 
normally be considered from a banking viewpoint as working capital. 

Mr. Warren. The substance of the : agreement intended that there 
would be $60,000 over and above outstanding obligations, is that 
correct ? 

Mr. Leisner. Well, if we are speaking of the initial condition, I 
think that probably it would be more correct to state that the condition 
provided that there should be introduced into the company from out- 
side sources $60,000. 

Mr. Warren. I believe it is pertinent that I read into the record 
at this point exactly what the guaranty agreement, dated May 15, 
1951, provided : 

The borrower shall provide $60,000 in cash for working-capital purposes. 
Such funds shall arise from the sale of tin and concentrates now being proc- 
essed, after liquidating current bank loans, bills and trades accounts payable. 
In the event the sale of the tin and tungsten concentrates now held is not 
adequate to pay bank loans, bill and trade accounts payable, and in addition 
provide $60,000 cash working capital, any deficiency is to be restored by H. R. 
Fischnaller from sources outside of the corporation; any advance made to the 
corporation by Mr. H. R. Fischnaller shall be shown on the corporation’s books 
by notes or accounts payable, the repayment of which shall be subordinated to 
the loan created under the guaranty. 

Is that actually what transpired as a matter of practice in the way 
this loan was carried out? Was this part of the agreement conformed 
to— 
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Mr. Leisner. That part of the agreement, to my recollection, is 
correct. Just to what extent that condition was met is something 
extremely difficult to say. 

Mr. Warren. Mr. Leisner, can you state whether the promoters of 
this corporation have ever put 1 dime into this corporation since the 
V-loan was granted ? 

Mr. Leisner. I can’t testify as to that. I don’t know. 

Mr. Warren. Have you seen any records of where they put any 
money into this corporation with the exception of $17,000 on an ex- 
ploration loan, which we are not considering at this point! 

Mr. Leisner. I don’t know that I completely studied the question 
to attempt that answer. I have to say therefore I don’t know. 

Mr. Warren. I would like to ask you if you are able to reconcile 
the financial statements. There are three financial statements. One 
is dated September 30, 1950, which sets forth an earned-surplus defi- 
ciency of $10,533.88. It is my understanding this financial statement 
was filed for income-tax purposes. 

The financial statement dated January 31, 1951, and filed with the 
application to DMA, sets forth a surplus of $112,105.28, which is just 
4 months after this deficiency of $10,533.88. Can you reconcile those 
two statements ¢ 

Mr. Lersner. I am familiar with the September 30, 1950, statement. 
I am also familiar with a statement of January 31,1951. If the state- 
ment of January 31, 1951, I am familiar with is the same statement 
that you referred to, I would attempt this explanation. It seems to 
me one of the first items of change between the two statements was 
the matter of the tin inventory which jumped from, I think, some- 
where in the neighborhood of $50,000 or $60,000, approximately that 
amount, into a figure of $225,000, I believe. 

That, of course, caused us some concern in our study of the applica- 
tion at the time we made the investigation and our inquiry into what 

‘aused the change. The change, of course, could have come from 
additional concentrates produced. 

Mr. Warren. Have you seen any of the records where that con- 
centrate was based on 90 tons of inventory ? 

Mr. Letsner. I don’t recall that I have the quantity of the inventory 
for the basis of that figure of $50,000. 

Mr. Warren. Have you ever seen the figure which is in the files of 
the General Services Administration that there were only 50 tons of 
inventory at that time, actually ¢ 

Mr. Leisner. From my recollection, I don’t recall—I have no reason 
why I should ever see that figure. I don’t place it. 

Mr. Warren. If those figures are correct, would that account ap- 
proximately for the difference in a deficiency of $10,533.88 and the 
figure of $112,000, approximately, set forth in the January 31, 1951, 
statement ¢ 

Mr. Leisner. It would take care of part of the difference, because if 
we assume that we have the same quantity of metals on September 30, 
1950, that we had on January 31, 1951, I say, if we assume we have 
the same quantity, and considering that one figure shown is $68,000 
and the other $225,000, it must obv ‘iously be a writeup of the value of 
those figures. 
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When we inquired into that question, we were told that the Septeim- 
ber 30 figures were based on the cost of producing that metal and 
the January 31, 1951 

Mr. Warren. You were told that by the United States Tin Corp. ? 

Mr. LeisneEr. Either that or the financing institution. 

Mr. Warren. Was the financing institution placed in a better 
position in connection with the $88,000 obligation which was en- 
dorsed by Mr. H. R. Fischnaller at the time of this V-loan? Was the 
financing institution placed in a better position by that loan being 
paid off from funds derived from the V-loan, directly or indirectly ? 

Mr. Letsner. I don’t think so. My assumption is that this was a 
fully secured and adequately secured loan, that $88,000, and if you have 
an adequately secured loan it is a rather moot point whether additional 
advances much more greatly fortify your position. 

Mr. Warren. If the statement of September 30, 1950, is correct, and 
there was a deficit of $10,533.88 as of that time, and there were ac- 
counts payable of $25,478.02, and I don’t believe some of these out- 
standing bills show up on the financial statement dated January 31, 
19%1, wouldn’t these obligations have been outstanding at the time 
of the bank loan, and wouldn’t there have been an insufficient amount 
of concentrate to pay up all those obligations ? 

Mr. Letsnrr. I think we would have to attempt an answer to that 
question by saying as to whether or not the bank had good and sufficient 
control over those concentrates to tie it to its loan. 

I think the bank assumed that it did have control over those con- 
centrates and, therefore, the existence of other creditors, I don’t 
think, probably would have altered its position greatly. 

Mr. Warren. I will ask you the further question, if Mr. H. R. 
Fischnaller was taken off the hook for this $88,000 through the issn- 
ance of this V-loan? He had endorsed the note for $88,000 at the 
time the V-loan was granted. 

Mr. Letsner. I can’t bear with your question to the extent that I 
have no knowledge as to whether Mr. Fischnaller had endorsed that 
obligation to the banks. 

Mr. Warren. The application to the DMA does show he had 
endorsed the $88,000 obligation. 

Mr. Letsner. That, of course, is outside my knowledge. 

Mr. Warren. We will assume that fact in the question. 

Mr. Letsner. Then, would you restate the question, please, counsel ? 

Mr. Warren. My question is, assuming that Mr. H. R. Fischnaller 
had endorsed the application for $88,000, was he taken off the hook for 
this $88,000 ? 

Mr. Letsner. I still don’t understand the question. 

Mr. Warren. Was Mr. Fischnaller obligated to pay the $88,000 if 
the corporation did not pay it, if he endorsed the note? 

Mr. Lersner. If we assume he endorsed the note; yes. 

Mr. Warren. In the operation of the contract, the V-loan funds 
went into the United States Tin Corp. That enabled the United States 
Tin Corp. to pay off the $88,000 obligation; did it not? 

Mr. Letsner. Yes. 

Mr. Warren. Did Mr. H. R. Fischnaller assume any endorsement 
on any other obligation to pay off the $88,000 obligation ? 

Mr. Letsner. Why, I think not. 
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Mr. Warren. If we look through the form, the substance of this 
is that the Government in effect paid off the $88,000 obligation for 
Mr. H. R. Fischnaller; is that correct? 

Mr. Lersner. No, I couldn’t go that far on the transaction, because 
if we say here we have an obligation of $88,000 that is due to a bank, 
and that loan is fully collateralized and the payment of that loan 
shall come from the liquidation of those concentrates, I don’t think 
it necessarily follows that the introduction of new money such as a 
V-loan in the thing to the extent that you say lets him off the hook. 

I would say that probably the condition of the bank loan is im- 
proved because of the fortification of additional advances. I would 
say probably that Fischnaller’s liability is minimized, because of the 
introduction of new funds. 

Mr. Warren. At the time this loan was entered into, according to 
your statement of September 30, 1950, if this corporation had gone 
out of business at that time would Mr. H. R. Fischnaller have been 
required to pay the bank $88,000 ? 

The Vice Cuatrman. You said, 1950. Did you mean 1951? 

Mr. Warren. No, sir. I am referring to the 4 months prior to that 
time. 

Mr. Letsnrr. First recourse, of course, would have gone to the col- 
lateral of the loan, which were the tin concentrates. Assuming the 
tin concentrates were not adequate—— 

Mr. Warren. Would not the tin concentrates be included in the 
deficit of $10,533.88? That is the balance sheet. 

Mr. Letswer. Yes, but I don’t see that is pertinent to the question, 
counsel, 

Mr. Warren. Was the company in the hole at the time this Sep- 
tember 30, 1950, balance sheet was submitted ? 

Mr. Letsner. Of course, the company could have been in the hole 
from the analysis you are making of having a surplus. But that 
wouldn’t have prejudiced in any way a company’s obligation out of 
its current assets. 

Mr. Warren. Doesn’t the balance sheet include the assets of the 
company ? 

Mr. Lresner. Yes, sit 

Mr. Warren. If the company had gone out of business on September 
30, 1950, where would the money have come from to pay the $88,000 
obligation ? 

Mr. Ligsner. Out of the collateral that was pledged behind the loan, 
which was the concentrates. 

The Cuatrman. Did it come from the endorsement ? 

Mr. Liresner. If there was an inadequacy in the collateral, it could 
have come from Fischnaller. 

Mr. Warren. Doesn’t this statement show that there was an in- 
adequacy in the collateral ? 

Mr. Lresner. Yes, but, Counsel, if you refer further to that Se ~ptem 
ber 30 statement you see that the notes payable to the bank is $15,000 
on that date. With the collateral at $68,000, there was more than four 
times the collateral for the bank loan. 

Mr. Warren. So you say it would depend on the collater: al that they 
had, and if they did not have any collateral then Mr. H. R. Fise hnaller 


would have been required to pay the note? 
Mr. Letsner. Yes. 
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Mr. Warren. It depends entirely on whether the United States Tin 
Corp. had the collateral to pay off the note? 

Mr. Lersner. Well, I thinkes so. My recollection also is this, that the 
bank was financing only on the basis of the collateral. If it didn’t 
have the collateral, then there would have been no bank loan. 

Mr. Warren. They had the further collateral of Mr. Fischnaller? 

Mr. Letsner. True. 

Mr. Warren. Is this a different question as to whether Mr. Fisch- 
naller would have been required to pay off this obligation ‘ 

Mr. Leisner. I can only answer it in this way, Counsel, that no 
banking practice would be that where you got a loan with collateral 
and endorser, that you exhaust the collateral first and then you revert 
to the endorser for the endorser’s guarantee of the loan. Mr. Fisch- 
naller’s condition, therefore, depends upon the adequacy of the col- 
lateral in paying the obligation. 

The CHarrman. Aren’t the facts these? That had the company 
gone out of business and liquidated, and there hadn’t been suflicient 
assets in liquidation to pay the $88,000, then Mr. Fischnaller would 
have had to have paid whatever the deficiency was up to the extent 
of $88,000? 

Mr. Leisner. Senator, I think there is some confusion in our dis- 
cussion because I think we are talking to that September 30, 1950, 
statement. 

If we are talking to the September 30, 1950, statement, and we are 
referring to that statement showing an inventory of metals and con- 
centrates of $68,000, then in looking at the liabilities we find no $68,000 
as a single item, but we find a bank loan of $15,000, we find notes pay- 
able, officers and stockholders, according to my statement, of $27,000, 
advanced by officers, $14,300, a bank overdraft of $4,000, accounts 
payable of $25,000 contracts payable of $11,000 accrued payroll, taxes 
and interest of $5,000 so there is no point in that statement of an 
$88,000 figure. I think probably there is a little confusion, because 
when we jump into January 31, 1951, that statement, then we find an 
$88,000. 

Mr. Warren. Mr. Leisner, will you state whether the January 31, 
1951, statement is a corect statement of the financial condition of the 
United States Tin Corp., on January 31, 1951? 

Mr. Letsner. I cannot make that statement. The only thing I can 
say is that in reviewing the statement there were some points of ques- 
tion that naturally entered our mind. 

Mr. Warren. Would you state what those were ? 

Mr. Letsner. One of the questions was that we see an inventory. 
I covered that earlier, an inventory in September of $68,000. We 
assume September 30 has seen most of the production period in that 
Alaska area. We see a January 31, 1951, statement. With that we 
assume the same inventory of $25,000. The natural question arises, 
What has happened for the same amount of metals to increase in value 
so? We asked that question of either the financial institution or the 
borrower, and we were told this: It includes a $63,000 revaluation of 
inventory because of a change in the price of tin from $1.02 to $1.80 
between the two dates, and there was also included in there $49,000 
of anticipated profits from the sale of goods in the inventory. 

Mr. Warren. You have not since compared the actual production 
of tin with those figures? Could we not arrive at the amount of 
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concentrate actually held on hand? What was actually sold? Do 
you have those figures ‘ 

Mr. Letsner. I don’t have those figures. We would have still 
another facet to it. That is the pricing of that quantity. 

Mr. Warren. Did you find the accounts payable were understated ¢ 

Mr. Letsner. I have no reference to it in our report. I therefore 
assume we found no situation of that kind. 

Mr. Warren. I believe there is a reference to that in your report? 

Mr. Leisner. It may be that my memory is defective, sir. 

Mr. Warren. While he is looking for that, Mr. Connell, did you 
state the exact date on which Mr. Kenneth J. Kadow contacted you? 

Mr. ConneELL. It was my best recollection it was early in April, in 
company with Mr. Fischnaller. 

Mr. Warren. Who did Mr. Kenneth J. Kadow represent himself 
to be 

Mr. Connetu. A personal representative of the Secretary of the 
Interior in Alaska. 

Mr. Warren. Were you aware that he resigned on March 15, 1951? 

Mr. Conneu. No. 

Mr. Warren. Then, if he had resigned on March 15, 1951, he mis- 
represented his position, did he not? 

Mr. ConnE.LL. In view of the facts that you have cited, I would 
say yes. 

Mr. Letsner. I have refreshed myself now, and I realize that when 
I said that we hadn’t uncovered any other items I was incorrect, be- 
cause in reviewing the notes, the payables, we were informed that the 
advances by officers of $14,000 is still outstanding, although this is 
not reflected in the statement of January 31. This was the way we 
reported it. 

Mr. Warren. Was this case so irregular that eventually the Federal 
Reserve Bank of Seattle asked to be relieved of any responsibility 
in the matter / 

Mr. Letsner. Well, I couldn’t testify as to irregularity. But we 
were in a difficult position because we could not get adequate infor- 
mation to answer those things that naturally comes to an inquirer 
of a financial type, and further than that there were some direct 
relations going on between the GSA and the financing institution, 
and between the GSA and the borrower. We were probably somewhat 
in between in the question. 

Mr. Warren. Can you state what the relation was of Mr. Henry 
Schaefer, who was associated with the United States Tin Corp., and 
also the financing institution, the Seattle Trust & Savings Bank? 

Mr. Leisner. The only thing I know about that was that Schaefer 
was vice president of the Seattle Trust & Savings Bank and also 
vice president of United States Tin. 

Mr. Warren. Do you know what part he played in this loan? 

Mr. Letsner. No, sir. 

The CHarrman. You say, the vice president of United States Tin 
Corp. was likewise vice president of the Seattle Trust Co. 

Mr. Letsner. Yes; that is right. 

The Cuamman. Did he handle the negotiations ? 

Mr. Leisner. Not to my knowledge. The entire negotiations were 
with another officer of the bank. All of the negotiations that I had, 
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«und in most of them I sat in, but not all of them, all of those negotia 
tions were not with Mr. Schaefer but with the second senior officer 
in the bank. 

The CHarrmMan. Let’s place in the record at this point the Sep- 
tember 30, 1950, statement of United States Tin Corp. (See p. 159.) 

I will read a wire from Mr. Boothe to Symms of San Francisco, 
in Which Mr. Boothe wires Mr. Symms in San Francisco as follows: 

Retel March 29 V-loan application United States Tin Corp., Seattle. Prospec- 
tive borrower's discussions orally and by telephone with General Services 
Administration apparently have resulted in considerable confusion and misun- 
derstanding. In circumstances, please make your usual investigation and submit 
final report as soon as practicable, 

We read that in the record to show they did ask for a reoular 
report. 

Then we will place in the record the regular report submitted by 
the Seattle Trust & Savings Bank. (See p. 163.) 

The Cuarman. Then we will read in the record a wire from Mr. 
Symms to Boothe, dated April 21, 1951, as follows: 

Re United States Tin Corp. To supplement investigation report of our Seattle 
branch, please advise GSA that Henry Schaefer, vice president of financing 
institution, also is director of loan applicant and holder of 7,500 shares which is 
less than 5 percent of total capital stock. 

We will also read in the record the telegram dated April 25, 1951, 
addressed to Boothe from Symms: 

Reourtel April 21 United States Tin Corp. Financing institution advises 
Schaefer not an officer or director of borrower. Further states was named as 
both without his knowledge and resigned upon notification of his election. 

Mr. Warren. Mr. Chairman, in this connection I believe it is per- 
tinent to point out that the letter which you inserted in the record yes- 
terday, signed by Mr. H. R. Fischnaller, asked that the papers be 
shown to Mr. Schaefer; the application. 

The CHarrman. I have put those telegrams in the record. Yet I 
find, in that report of the Seattle Trust Co. sent in on this whole matter, 
that they list on page 3 that Henry Schaefer owns 7,500 shares of stock. 
So I think I am getting a little bit confused, like Mr. Symms who says 
that the other people were in Washington, too. 

The Seattle Trust Co. sends in a report showing that he has 7,500 
shares of stock in United States Tin Corp., and there is a wire from 
Mr. Symms to Boothe which says: 

Re United States Tin Corp. To supplement investigation report of our Seattle 
branch, please advise GSA that Henry Schaefer, vice president of financing in- 
stitution, also is director of loan applicant and holder of 7,500 shares which is 
less than 5 percent of total capital stock. 

It looks like everybody was confused. So we might as well be, I 
uess. 

Mr. Warren: Mr. Leisner, in the October 5, 1951, letter from the 
Federal Reserve Bank of San Francisco to the Board of Governors 
of the Federal Reserve System it is stated: 

It would appear accordingly the financial institution in the administration of 
the loan has not followed all the requirements of the guaranty agreement. 

Would you comment on that? 

Mr. Letsner. That is the October 5 letter, counsel? 

Mr. Warren. What requirements have not been followed? 
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Mr. Leisner. I think specific reference was intended there to the 
fact that there was $40,000 that was purportedly a new loan made 
to the United States Tin that was in violation of a condition of the 
original loan guaranty. 

Mr. Warren. Again on January 16, 1952, the Federal Reserve bank 
of San Francisco, writing the Board of Governors of the Federal 
Reserve System, said : 

This bank and our Seattle bank have endeavored to administer the loan to 
the best of our ability. We have been faced continually with problems resulting 
from our inability to obtain normal and current credit information. 

Mr. Letsner. That iscorrect. The entire period of the loan showed 
evidence of that, starting right from the begining where the informa- 
tion was quite inadequate from what our usual expectancy would be 
to make a credit investigation. Throughout the period the informa- 
tion was at times fragmentary. It was partial. It was normally in- 
adequate for the purposes that we as trained credit men would expect 

Mr. Warren. Were you often advised that the decisions had already 
been made in Washington or were being made here? I recall some 
correspondence to the effect that you didn’t seem to be in on this thing 
as you should have been. 

Mr. Letsner. Well, I think that is a safe statement tomake. At the 
inception of the thing we were informed there was great urgency in- 
volved, that the matter had been discussed at Washington levels, that 
is, with the GSA, and that it had practically all been decided upon. 
It was merely a matter for us to forward it on. 

Then during the period of the loan there were frequently conversa- 
tions directly with the financial institution and with the borrower, 
which placed us in a position of coming in late on developments 
rather than in the early part of them. 

Mr. Warren. In this connection, I would like to read into the record 
a statement from a January 16, 1952, letter that the Federal Reserve 
bank of San Francisco wrote the Board of Governors of the Federal 
Reserve System, which I have previously referred to: 

In response to these and other inquiries we are able to determine only that 
Mr. Kadow has been in Washington recently and that questions of a financial 
nature were discussed at that time. Under the circumstances outlined above 
we do not feel that this bank is in a position to provide the guarantor with 
services consistent with our standards for loaning administration. It is there 
fore recommended that the guarantor give consideration to a procedure which 
will release this bank from all responsibility for credit supervision other than 
the transmission of such information, reports, and so on, as may be received 
from the financing institution and the carrying out of such instructions as may 
be received from the GSA. 

Does that pretty well summarize your position? 

Mr. Leisner. That is exactly our position at that time. 

The Cuairman. I hold in my hand a letter of July 2, 1954, from 
the Federal Reserve bank of San Francisco to the Board of Gov- 
ernors of the Federal Reserve System, Washington, D. C., attention 
Mr. Connell, Acting Administrator, Office of Defense Loans, re 
United States Tin Corp., regulation V, General Services Adminis- 
tration, guaranty agreement GSA (12)-3. Are you familiar with 
this, Mr. Connell? (See p. 168.) 

Mr. ConnELL. It just came in early this week, yes. 

The CuarrMan. You have a copy before you ? 

Mr. Conne.y. Yes. 
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The CuarrmMan. What is this, another loan? 

Mr. Connetv. It is an application for a loan in the amount of 
$405,000 which has been transmitted to the General Services Admin- 
istration for its consideration. 

The CHarrmMan. Will this be in addition to the $3 million? 

Mr. Connewi. It is my understanding it would be a new loan of 
$405,000, $403,000. 

The Cuarrman. Who initiated this loan? 

Mr. Leisner. Under the custom of V-loan procedure, the financial 
institution, the bank that makes the original advances to the borrower 
initiates the V-loan. This was initiated and filed with the Seattle 
branch 

The CHarrman. Is this a complete new V-loan, application for 
money under an existing V-loan ¢ 

Mr. Letsner. This is a complete new V-loan. 

The Cuarrman. A complete new V-loan. Is this in addition now to 
the $3 million that this company at the present time owes the Govern- 
ment / 

Mr. Letsner. It is additional to the sum that Dancer iny how owes 
the Government, whether that be $3 million or not, I don’t know. 

The Cruarmman. It has been established that they do owe the Gov- 
ernment how much, Mr. Warren ¢ 

Mr. Warren. On the V-loan? 

The Cuairrman. How much does the United States Tin Corp. owe? 

Mr. Warren. Approximately $3 million. 

The Cuarrman. Approximately $3 million now. This is an appli- 
cation for an additional $405,000? 

Mr. Leisner. That is correct, sir. 

Representative Brown. Pardon me. Off the record. 

(Discussion off the record.) 

The CHarrmMan. This is a completely new one. Who started this 
one? 

Mr. Leisner. I attempted to earlier answer that question. The 
financing institution 

The CuamrMan. Would that be the Seattle Trust Co. ? 

Mr. Letsner. The Seattle Trust & Savings Bank, yes, sir. 

The Cuarrman. Then if this is granted the loan to this concern 
would be about $3,400,000 is that correct, Mr. Connell ? 

Mr. Conneut. The amount of money owed to the financing insti- 
tution, the balance of the loan at this time, the existing guaranty 
agreement is $155,000, plus the $405,000, would be approximately 
$500,000, which would be guaranteed by the General Services. 

The Cuamman. On the V-loan? 

Mr. Connetu. Yes. 

The Crarrman. Then in addition they owe the Government an- 
other nearly $3 million ? 

Mr. Connetu. I don’t have any information on that detail. 

The Cuarrman. There isn’t any question about it, is there ? 

Mr. Conne.. It is my understanding. 

The Cuarrman. There is no question but they owe the Government 
at the moment about $3 million is that correct? 

Mr. Warren. Just a minute and I can give you the exact figure. 
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Mr. Lersner. I can repeat my former testimony. There is no ques- 
tion about it. This is a new advance over and above the sums now 
loaned. 

The CHarrman. This is a new advance over and above whatever 
it is, $38 million, $2 million, $900,000 ? 

Mr. Leisner. That is as far as I can testify, because I don’t know 
what the amount is. 

The Cuarrman. And yet this concern hasn’t delivered any tin, at 
least a small amount of tin, which was on hand when the contract 
was made, a small amount in 1951. 

My attention has been called to the fact that the net production 
for the first 2 months of 1954 averaged about $21,000 per month. 
That is in this report here. Maybe I am not close enough to this 
picture. What is this business of the concern owing approximately 
$3 million and then the Government taking the time of 1ts employees 
for processing another loan of $405,000 ¢ 

The Vice Cuamman. How far has that progressed ? 

Mr. Leisner. To this point, that we in the Seattle office have made 
our report. If the report is read, we made it without recommendation 
whatever. It has been sent on through the customary channels to 
the Board of Governors, and then for submission to the General 
Services Administration for their determination as to whether they 
will provide the 100-percent guaranty that is asked for in the loan. 

The Cuarrman. Let me say in all fairness to the banking institu- 
tion, both the Federal Reserve in San Francisco and the Seattle bank, 
that in their conclusions they say: 

We are not making any recommendation in this matter, feeling with all 
factors considered the guarantor should outline in the light of the financing 
institution’s recommendations the issues which it wishes to apply to the V-loan. 

Mr. Leisner. That is right. In addition to that you will observe 
in that report that it is our opinion, it is purely a matter of opinion, 
that there must be an amended contract to prov ‘ide for this additional 
financing, and we at the time of considering this did not have the 
benefit of the amendment of that contract. So, essentially we don’t 
know what we are shooting at when we are attempting to prove some- 
thing. So we took a strictly removed position repeatedly there, and 
said that we had no basis for making a recommendation. It is merely 
a matter of relegating it to a pasted on position to your prince ipal. 
Weare the fiscal agent for the GSA, or presenting it to your principal 
for their recommendation. 

The CHarrman. We will have the GSA testify in their own behalf 
the first of the week. 

Representative Brown. May I ask a question off the record ? 

(Discussion off the record.) 

The CuarrMan. You recommended against this loan originally? 

Mr. Letsner. That is correct. 

The Crarmmay. In this report that we have just placed in the 
record you likewise failed to make any recommendation ? 

Mr. Leisner. Yes. I should probably qualify that original ree- 
ommendation. I said in my exact language that there was no basis 
for a banking loan in our opinion in this transaction, but the question 
it seemed to us had to be resolved as to the condition. Of course, we 
were in March. then, of 1951, with the Korean instance behind us, as 
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to what our position was with respect strategic materials. If the 
urgency of the strategic materials was sufficient to take the risk, then 
and only under those conditions would we suggest that it be made 
pending certain recommendations. 

The Cuarrman. It seems to me that the one known fact here is 
that when this contract was originally made there was a shortage of 
tin. We badly needed tin and we still need tin. No question about 
that. What we are trying to find out by this investigation is whether 
or not all the facts were presented to the GSA and others involved 
and, if so, who was careless and why up to this time there has been 
no tin delivered, no appreciable amount of tin delivered. 

Mr. Letsner. I quite appreciate the purpose—— 

Mr. Warren. The only responsibility that the Federal Reserve 
banks have, acting as fiscal agents, as I understand it, is to recommend, 
is that correct ? 

Mr. Lersner That is correct. 

The CuarrmMan. I made the statement we needed tin a moment ago. 
We don’t need tin, particularly. We did need tin when this contract 
was entered into, originally. I think we do need to produce more tin 
possibly in the North American Continent. 

Mr. Leisner. When I made that recommendation, it had as its 
hypothesis that we were somewhat skilled in credits and review it 
from a credit aspect and make the recommendations on the basis of 
the credit institution 

The CuarrMan. Do you think this operation ever had the oppor- 
tunity to succeed ? 

Mr. Letsner. It depends entirely on whether there is the ore there. 

The Cuarrman. I beg your pardon? 

Mr. Letsner. It depends on whether there is the ore there. 

The Cuarmman. Do you have enough knowledge of the facts in 
connection with this whole matter to come to a conclusion of whether 
or not you ever thought it had an opportunity to succeed ? 

Mr. Letsner. I am not an engineer, sir. I have no knowledge of 
ore bodies. I have no basic background by which I could even attempt 
to answer that question. 

The Cuarrman. Do you think it has had good management ? 

Mr. Letsner. Well, there are various levels. There is the presi- 
dency down. There has been some changeover in management which 
would lend 

The CHarrman. As one of the bankers and one of the originators, 
that is, your bank—you are vice president of the Seattle Trust Co. ? 

Mr. Letsner. No, sir. I am vice president of the Federal Reserve 
Bank of San Francisco. 

The Cuarman. You did handle this matter for the Federal 
Reserve ? 

Mr. Letsner. Yes. 

The Cuatrman. Do you think you were given misinformation on 
the part of the owners who made the original application and subse- 
quent applications for loans? 

Mr. Lertsner. I couldn’t say that we got misinformation. I could 
very definitely say we had inadequate information to satisfy our nor- 
mal investigation. 

The CHarrman. Have you been able to find any instances where 
you were given misinformation ? 
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Mr. Leisner. I recall none, sir. 

The Cuarmman. You do not care to comment upon whether or not 
you think this project has a chance for success ? 

Mr. Leisner. I have no basis to comment on that. That is an engi- 
neering problem. That is a question as to whether the ore bodies 
are there. If there was a large lode deposit of tin, and if it was eco 
nomically possible to move it out of that area under the weather 
conditions that they have, if I were surrounded with that informa- 
tion, if I had sufficient engineering background, I might be able to 
come toa conclusion. But as a banker, sir, I just don’t know. 

The CHairman. As a banker, don’t you get people who do know 
before you make loans and make recommendations, or do you just 
do it blindly? You just said you didn’t have any information to 
make a decision on. On what basis did you make the recommendations 
for the loans? 

Mr. Letsner. Well, I think the Senator doesn’t recall that our rec- 
ommendation was in the negative, and being in the negative, why, 
it becomes moot as to how far you exhaust 

The CHarrman. We were just trying to get some help from you 
as to why this whole matter has seemed to bog down and not work 
out as the $3 million would indicate that it should have worked out. 

The Vice Cuarrman. That is perfectly clear, Senator. 

Mr. Warren. Mr. Leisner, did you ever know anything about the 
stock promotion that was carried on by the directors of ‘the United 
States Tin Corp. ? 

Mr. Letsner. I think I can safely answer that, that I knew nothing 
about the stock promotion end of it other than a visit made by Mr. 
Russell of GSA where I sat in the director’s meeting of the corpora- 
tion. There was some discussion then of the—— 

Mr. Warren. What was that discussion? 

Mr. Letsner. The discussion then was a condition I think that 
was being invoked by the GSA to have pledges of stock. There was 
a question of the inability of the directors at that time to accumulate 
sufficient stock to pledge in the way that GSA was asking for. 

Mr. Warren. Did they discuss how much stock had been sold by 
these directors and where the money went? 

Mr. Letsner. Only to the extent that there was some interchange 
of options exercised back and forth among them. 

Mr. Warren. Did they suggest that there was approximately a 
million shares of stock sold and the money went into the pockets of 
the promoters rather than into this business ? 

Mr. Lersner. No, sir. 

Mr. Warren. GSA sent Mr. Russell out to make a determination, 
and yet they did not find out about the matter. Do you know 
whether Mr. Russell discussed it with them ¢ 

Md. Letsner. I am not qualified to answer what Mr. Russell 
found out. 

Mr. Warren. Was this the only meeting that Mr. Russell attended, 
or did he attend others ? 

Mr. Leisner. I don’t know as to that, sir. 

Mr. Warren. Can you give us any further information as to what 
transpired in connection with the discussion of the stock promotion ? 

Mr. Letsnrer. Well, there was no direct discussion as to stock pro- 
motion. Stock promotion itself, as I understand the term, stock 
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promotion means the matter of selling stock from the corporation. 
Ihe discussion surrounded the question as to whether or not it 
wouldn’t be well for a company to pledge or hypothecate the holdings 
of the stock of the principal shareholders as collateral security be- 
hind the advances of the GSA. 

Mr. Warren. Did they set out the fact in this meeting that Mr. 
Kenneth J. Kadow set himself up as an investment counselor in 
Juneau, Alaska, when he first went to Juneau, Alaska, and while he 
was executive vice president of the United States Tin Corp. ! 

Mr. Letsner. No, sir. 

Mr. Warren. Was the fact brought out that two of the other 
directors of this company were promotional men ? 

Mr. Leisner. No, sir. 

Mr. Warren. Was there any further discussion about this matter 
that you recall ¢ 

Mr. Letsner. No, sir. That is the essential parts of it. There is 
naturally a reluctance to pledge—— 

Mr. Warren. Did the Federal Reserve bank make any recommen- 
dation with regard to tying up the stock in the manner that a pro- 
motion cannot be carried on with the use of Government funds? 

Mr. Leisner. We have made no recommendations to that point, 
sir. 

Mr. Warren. Do you think it is the function of the Federal Re- 
serve bank to consider that ? 

Mr. Leisner. I don’t think so. Our role is that purely of deter- 
mining the credit safeguards and the credit basis of the corporation 
as a borrower, which, as I view it, is quite different than that of a 
seller or handler of its own stock, which is the equity side of the 
question rather than the credit side of the question. 

Mr. Warren. But you do think it would make quite a difference 
as to whether the corporation has private capital or whether the 
capital is being furnished by the Government, would you not? 

Mr. Leisnur. Well, | just don’t quite know how we are us ing capital 
in this sense. There are two terms to capital in this sense. There 
are two terms to capital. One is the equity capital, and that is the 
term of working capital as we earlier used it. Basically, from a credit 
viewpoint you would naturally expect to see from a borrower provid- 
ing equity capital himself, of the venturer providing the equity capital. 

Mr. Warren. Did you receive a copy of an expense account dated 
approximately November 1951 from Mr. Kenneth J. Kadow in which 
numerous expenses were set forth ? 

Mr. Leisner. I have no recollection of it at the present time, sir. 

Mr. Warren. Do you have a copy of that, Mr. Connell? 

Mr. Conneni. Yes. What date? 

Mr. Warren. Do you think that it is a function of the Govern- 
ment to supervise the expenditures which are made under a contract, 
under a V-loan ¢ 

Mr. Leisner. Are you directing your question to me, sir? 

Mr. Warren. Mr. Connell. Do you think the Government has a 
responsibility to examine the records of the expenditures under a 
V-loan, the records of the expenditures of the official of the corpora- 
tion? 

Mr. Connect. I would think so 
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Mr. Warren. Do you recall what some of those expenditures were? 
Mr. Connetu. Bear with me while I find it here. What date is that? 
Mr. Warren. Approximately November 1951, as I recall. We will 
wait for the General Services Administration, if you can’t find it. 

The Vice CuarrmMan. Thank you very much, gentlemen. You are 
excused. 

Mr. Letsner. Yes, sir. We are very glad to have appeared, Mr. 
Chairman. 

(The material referred to during the testimony of Mr. Connell and 
Mr. Leisner follows :) 


BoarD OF GOVERNORS OF THE 
FEDERAL RESERVE SYSTEM, 
Washington, June 11, 1954. 
Hon. HoMER CAPEHART, 
United States Senate, Washington, D. C. 

DEAR SENATOR CAPEHART: Reference is made to your letter of June 9 request- 
ing information regarding the procedure followed by the Board with respect 
to its responsibilities in connection with guaranties of loans under the Defense 
Production Act, as amended. The Board of Governors and the Federal Reserve 
banks do not have any responsibilities under sections 302 and 303 of the Defense 
Production Act, their responsibilities being confined entirely to section 301. 

It is believed that the enclosed press statement issued under date of Sep 
tember 26, 1950, together with a copy of the Board’s regulation V, referred to 
therein, will provide the information you have requested regarding this responsi- 
bility of the Board. As indicated in these enclosures, the Federal Reserve 
banks act only as fiscal agents of the United States on behalf of the various 
departments of the Government which have authority to guarantee defense 
production loans. In carrying out their fiscal agency functions the Federal 
Reserve banks transmit applications for loan guaranties, together with all 
necessary supporting information and their recommendations, through the Board 
of Governors, to the guaranteeing agency involved. 

As indicated in the press statement mentioned above, the Board of Governors, 
after consultation with the guaranteeing agencies, prescribes regulations govern 
ing the operations of the Reserve banks as fiscal agents, rates and fees to be 
charged with respect to guaranteed loans, and the forms and procedures to 
be utilized in connection with the making of such guaranties. However, neither 
the Board nor the Federal Reserve banks approve or disapprove any appli- 
eation for a guaranty of a defense production loan. The guaranteeing agencies 
have sole responsibility for approving or declining all such applications. 

In connection with its participation in the guaranteed loan program the 
Board’s Office of Defense Loans acts in a liaison capacity between the guarantee- 
ing agency and the Federal Reserve banks, and in the interest of expeditious 
handling of matters relating to these loans all communications between the 
Federal Reserve banks and the guaranteeing agencies are channeled through 
that office. 

With respect to your request for a chronological list of the contents of the 
Board’s files relating to a loan made by the Seattle Trust & Savings Bank, 
Seattle, Wash., to the United States Tin Corp., Seattle, Wash., and guaranteed 
by the General Services Administration, it is the policy of the Board not to 
release any information regarding individual loans without the consent of the 
guaranteeing agency involved. In this case we have ascertained from the 
General Services Administration that it has no objection to furnishing you such 
information, and it is enclosed herewith. 

Sincerely, 
AspoT L. Mius, Jr., 
Membe r of the Board. 





(D)-—520 BETWEEN THE UNITED STATES OF AMERICA AND 
UnitTep STatTes TIN CORPORATION 


This contract, made and entered into this 23d of March 1951, 
the United States of America (hereinafter referred to as the “Government”), 
acting by and through the Administrator of General Services (hereinafter re- 
ferred to as the “Administrator”), represented by the contracting officer execut- 
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ing this contract, and the United States Tin Corporation (hereinafter called 

the “Contractor”), a corporation duly organized and existing under the laws 
of the State of Washington, with its principal place of business in the City of 
Seattle: 

Witnesseth: Subject to the terms and conditions hereof, the parties hereto 
agree as follows: 

ARTICLE I. Undertaking to Develop and Expand Facilities and Production: 
The Contractor agrees to develop and expand its mining property at Seward 
Peninsula in Alaska by the installation of a concentrating mill having the 
capacity to process one ton of ore per hour and all other facilities necessary 
to mine, mill, and ship bulk concentrates containing tin and tungsten in sufficient 
quantities to deliver tin metal therefrom of the grade specified herein at the 
rate of 141,120 pounds per year and tungsten concentrates therefrom of the grade 
specified herein at the rate of 1,400 short ton units of contained tungsten per 
year. The facilities to be constructed will require an estimated investment of 
$96,000 and shall be in operation not later than October 1, 1951. The Contractor 
agrees to operate the facilities and to produce bulk concentrates from ores from 
its lode mines, which it will then have processed to yield tin metal and contained 
tungsten in the quantities per year as stated, during the term of the contract. 
Said production will be in addition to its present production from its placer mining 
operations on the same property. 

ARTICLE II. Loan Guarantee: It is understood and agreed that this contract 
shall not become binding nor effective against either party unless the Govern- 
ment, acting through General Services Administration as an authorized guaran- 
teeing agency under Executive Order No. 10161, dated September 9, 1950, and 
Executive Order No. 10200, dated January 3, 1951, agrees to guarantee any loans 
obtained by the Contractor for use in connection with the development and 
operation of its mining property and facilities described in Article I of this 
contract to the extent required by the lender concerned, and as determined by 
the guaranteeing agency after consideration of the recommendations of the 
appropriate Federal Reserve Bank; and unless within sixty days from the date 
of execution hereof, or such further time as may be agreed upon in writing, the 
Contractor shall have secured such a Government guaranteed loan in an amount 
of not less than $374,000. The Contractor shall notify the Administrator 
promptly, in writing, after such loan and guarantee have been obtained. 

ArTIcLe III. Disposal of Production: (a) The Government shall have the 
right to require Contractor to deliver to it or for its account all or any part of 
Contractor’s total production (derived from old and new facilities) of tin 
metal and tungsten concentrates during the period from June 1, 1951, to De- 
cember 31, 1955. Such right shall be exercised by written notice given to Con- 
tractor not less than sixty (60) days prior to the calendar month or calendar 
months from which any part of the production will be required. 

(b) If the Government fails to exercise its right under subparagraph (a) 
above with respect to any monthly production, Contractor shall offer for sale to 
industry at the then current market price all of its production of tin metal and 
tungsten concentrates as it becomes available. 

(c) In the event that the Contractor is unable to dispose of any of the monthly 
production referred to in subparagraph (b) hereof Contractor shall have the 
right to require the Government to accept and pay for any portion of said 
undisposed of monthly production in an amount not to exceed 141,120 pounds 
of tin metal and 1,400 short ton units of contained tungsten per year. Such 
than forty-five (45) days after the end of the calendar month during which 
right shall be exercised by written notice given to the Government not later 
the material first became available for delivery. 

ArticLte IV. Quality: (a) Tungsten concentrates which may be delivered 
to the Government under this contract shall conform to the chemical and 
physical requirements specified in National Stock Pile Specification P—57, dated 
14 June 1950, or such revision thereof which is current at time of delivery, 
for types A, B, C, D, and/or E, at Contractor’s option. 

(b) Tin metal which may be delivered to the Government under this contract 
shall be Grade A pig tin and shall conform to the requirements of National 
Stock Pile Specification P—55, dated 3 March 1949, or such revision thereof 
which is current at time of delivery. 

ARTICLE V. Price: (a) For each pound of tin accepted by the Government, 
the Government shall pay Contractor the market price or the applicable ceiling 
price, if any, whichever is the lesser, less transportation from Tacoma, Washing- 
ton, to Chicago, Illinois. The transportation charges shall be based upon the 
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applicable published commercial rail freight rate, including transportation tax, 
in effect on date of shipment. 

(b) For each short ton unit of Tungsten Trioxide (WO,) accepted by the 
Government, the Government shall pay Contractor the market price or the 
applicable ceiling price, if any, whichever is the lesser, f. o. b. public carrier, 
Tacoma, Washington. 

(c) (1) The market price for tin metal shall be the average price quoted 
for New York (Straits) tin in the Engineering and Mining Journal, Metal 
and Mineral Markets, published the Thursday prior to delivery. 

(2) The market price for each short ton unit of Tungsten Trioxide contained 
in tungsten concentrate shall be the average price quoted for such domestic 
material in the Engineering and Mining Journal, Metal and Minerals Markets, 
published the Thursday prior to delivery. (For the purpose of this contract, a 
short ton unit equals twenty (20) pounds tungsten trioxide (WQO;) content, dry 
basis. ) 

ARTICLE VI. Delivery: All material sold to the Government shall be delivered 
f. o. b. publie carrier, Tacoma, Washington. 

ARTICLE VII. Inspection and test: (a) All material and workmanship shall 
be subject to inspection and test at all times and places and, when practicable, 
during manufacture. In case any materials, supplies or services are found to 
be defective in quality, composition, or workmanship, or otherwise not in con- 
formity with the specifications, the Government shall have the right to reject 
such materials, supplies or services, or to require their correction or replacement, 
or to accept them at a proper reduction in price. Rejected materials, supplies 
or services shall be removed by and at the expense of the Contractor promptly 
upon request. The Contractor shall be liable to the Government for any cost of 
removal, correction or replacement resulting from failure to do so as required. 

(b) If preliminary or final inspection or test is made on the premises of the 
Contractor or subcontractor the Contractor shall furnish or arrange to furnish, 
without additional charge, all reasonable facilities and assistance. Inspections 
und tests shall be performed by the Government in such manner as not to unduly 
delay the work. Special and performance tests shall be made as described in 
the specifications. The Government reserves the right to charge the Contractor 
for any additional cost of inspection or test when materials, supplies or services 
are not ready at the time inspection or test is requested by the Contractor. 

(c) Final inspection and acceptance of the materials, supplies and services 
will be made after delivery, unless otherwise stated. If final inspection is made 
at a point other than the premises of the Contractor or subcontractor it shall 
be at the expense of the Government except for the value of tested samples used 
and rejected. Final inspection shall be conclusive except as to latent defects, 
fraud or gross mistake. Final inspection and acceptance or rejection of ma- 
terials, supplies or services shall be made as promptly as practicable but failure 
so to inspect and accept or reject materials, supplies or services shall not impose 
liability on the Government for materials, supplies or services which do not 
conform to the specifications. 

ArtTIcLE VIII. Sampling, Weighing, Moisture Determination and Analysis: 
Any material which may be delivered to the Government shall be subject to 
sampling, weighing, analyzing and, in the case of tungsten, moisture determina- 
tion, by and at the expense of the Government, which shall be performed in 
accordance with standard commercial practice. 

The Government or its designee shall arrange to weigh the material. In the 
case of tungsten the tare (container weight) shall be determined, in addition, 
by weighing at least ten percent (10%) of the empty containers. The net weight 
of tungsten shall then be determined based on an average tare (container) 
weight. 

Each shipment or Jot shall be sampled by a qualified sampler, designated by 
the Government, and shall be accomplished in accordance with a method ap- 
proved by the Government and Contractor. Contractor, at its option, may have 
its representative present when the material is sampled. 

The composite sample representing each lot or shipment shall be divided into 
three prepared samples for chemical analysis. One of such samples shall be 
delivered to the Contractor ; the other two shall be delivered to the Government, 
one of which shall be sealed and held for use as an umpire sample. 

In the case of tungsten a moisture determination shall be accomplished by a 
Government-designated analyst. The sample from which the moisture deter- 
mination is made shall be a part of the composite sample taken for analysis and 
shall be representative of the lot or shipment. The Government shall furnish 
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the Contractor with one certified copy of report of moisture determination which 
shall be final. 

Chemical analysis shall be performed by a qualified analyst designated by 
the Government, whose report of analysis shall be final and shall be the basis 
for payment except as provided below. One certified copy of report of chemical 
analysis made by the Government-designated analyst shall be furnished to the 
Contractor. 

In the event the chemical analysis performed by the Government-designated 
analyst for a shipment or lot is not acceptable to the Contractor, the Contractor 
shall notify the Government thereof within ten (10) days after receipt of the 
Government's analysis certificate and shall furnish to the Government a cer- 
tificate of analysis of its (Contractor’s) portion of the original sample repre- 
sentative of the lot in question. The chemical analysis of the Contractor's por- 
tion of the sample shall be at the expense of the Contractor. 

The umpire sample shall then be delivered to an analyst mutually agreed upon 
by the Government and the Contractor for analysis. In no event shall the umpire 
analysis be performed by the analyst who made the analysis of either the Gov- 
ernment’s portion or the Contractor’s portion of the original sample. 

The basis of payment for the shipment or lot for which the umpire sample 
is analyzed shall be the middle result of the Government's original analysis, the 
Contractor's original analysis, and the umpire analysis, or the one being identical 
with the umpire’s findings. The cost of the umpire analysis for each constituent 
determined shall be borne by the party whose analysis for that constituent differs 
most from that of the umpire analysis. If both the Government’s and the Con- 
tractor’s analyses differ equally from the umpire analysis, then the cost shall be 
borne equally by both parties. 

In the event the material is not accepted as provided in Article VII, Inspec- 
tion and Test, the Contractor shall be required to reimburse the Government for 
expenses incurred in connection with the rejected material. 

ARTICLE IX. Force Majeure: (a) Except as hereinafter provided in sub- 
paragraph (b) of this article, in the event the Contractor refuses or fails to 
make deliveries of material conforming to the specifications as defined in the 
contract within the time specified or any extension thereof, or to perform faith- 
fully and conditions of the contract, the Contracting Officer, without prejudice 
to other righs resulting from breach of the contract conditions, may, by written 
notice, terminate the right of the Contractor to proceed with any or all remaining 
deliveries under the contract. 

(b) In the event of any strike, lock-out, difference of workmen, ag¢cidents, 
fire, explosion, floods, mobilization, war (whether declared or undeclared) act 
of any belligerent in any such war, riot, rebellion of any government, whether 
legal or otherwise ;-the elements, power shortages, or any other cause beyond 
the reasonable control of the Contractor, whether or not of the nature or 
character hereinbefore specifically enumerated, performance under the contract 
shall be suspended in whole or in part until such cause ceases to exist and 
thereafter the time for fulfillment of the contract shall be extended by the 
length of time during which such cause prevented performance under the con- 
tract; provided, however, that any suspension of performance pursuant to this 
clause shall not exceed ninety (90) days unless otherwise agreed upon, in writing, 
by the Government. In the event any force majeure condition provided for in 
this clause continues beyond said ninety (90) days suspension period, the 
Government, at its option, may agree, in writing, to extend said suspension 
period or may cancel the contract with no cost to either party with respect to 
the undelivered portion thereof. 

(c) Unless the Contractor shall furnish the Government with written notice 
of the nature and extent of any force majeure condition referred to in para- 
graph (b) hereof which is claimed to exist, within a reasonable time after 
the happening thereof, the Terms, and Conditions of said paragraph (b) shall 
not become operative with respect thereto. 

ARTICLE X. Disputes: Except as otherwise specifically provided in this con- 
tract, all questions of fact involved in disputes arising under the contract shall 
be decided by the Contracting Officer, whose decision shall be in the form of 
written findings of fact. Whenever a Contractor is aggrieved by such decision, 
he may, at his election: 

(1) Within thirty (30) days from the date of mailing or otherwise fur- 
nishing a copy of such findings to the Contractor, appeal in writing to the 
Administrator of General Services Administration, or his duly authorized 
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representative, whose decision shall be final and conclusive upon the parties 
hereto; or (2) Pursue any rights that he may have against the United 
States by law. 


In the meantime, the Contractor shall diligently proceed with the performance 
of the contract. 

ARTICLE XI. Oral Modifications: No oral statement of any person shall be 
allowed in any manner to modify or otherwise affect the terms of the offer, 
specifications or contract. 

ARTICLE XII. Assignment of Claims: (a) Pursuant to the provisions of the 
Assignment of Claims Act of 1940 (31 U. S. Code 203, 41 U. S. Code 15), if 
this contract provides for payments aggregating $1,000 or more, claims for 
moneys due or to become due the Contractor from the Government under this 
contract may be assigned to a bank, trust company, or other financing institu- 
tion, including any Federal lending agency, and may thereafter be further 
assigned and reassigned to any such institution. Any such assignment or 
reassignment shall cover all amounts payable under this contract and not 
already paid, and shall not be made to more than one party, except that any 
such assignment or reassignment may be made to one party as agent or trustee 
for two or more parties participating in such financing. 

(b) In no event shall copies of this contract or of any plans, specifications, 
or other similar documents relating to work under this contract, if marked 
“Top Secret,” “Secret,” “Confidential,” or “Restricted,” be furnished to any 
assignee of any claim arising under this contract or to any other person not 
entitled to receive the same: Provided, That a copy of any part or all of this 
contract so marked may be furnished, or uny information contained therein 
may be disclosed, to such assignee upon the prior written authorization of the 
Contracting Officer. 

ARTICLE XIII. Federal, State, and Local Taxes: (a) Definitions—As used 
throughout this clause, the following terms shall have the meanings set forth 
below : 

(i) The term “direct tax’? means any tax or duty directly applicable to the 
completed supplies or services covered by this contract, or any other tax or 
duty from which the Contractor or this transaction is exempt. It includes any 
tax or duty directly applicable to the importation, production, processing manu 
facture, construction, sale, or use of such supplies or services; it also includes 
any tax levied on, with respect to, or measured by sales, receipts from sales, 
or use of the supplies or services covered by this contract. The term does not 
include transportation taxes, unemployment compensation taxes, social security 
taxes, income taxes, excess-profits taxes, capital stock taxes, property taxes, and 
such other taxes as are not within the definition of the term “direct tax” as set 
forth above in this paragraph. 

(ii) The term “contract date” means the effective date of this contract if it is 
a negotiated contract, or the date set for the opening of bids if it is a contract 
entered into as a result of formal advertising. 

(b) Federal Tazes.—Except as may be otherwise provided in this contract, the 
contract price includes all applicable Federal taxes in effect on the contract 
date. 

(ce) State or Local Taxres.—Except as may be otherwise provided in this con 
tract, the contract prices does not include any State or local direct tax in effect 
on the contract date. 

(d) Evidence of Exemption—The Government agrees, upon request to the 
Contractor, to furnish a tax-exemption certificate or other similar evidence of 
exemption with respect to any direct tax not included in the contract price pur 
suant to this clause; and the Contractor agrees, in the event of the refusal of 
the applicable taxing authority to accept such evidence of exemption, (i) 
promptly to notify the Contracting Officer of such refusal, (ii) to cause the 
tax in question to be paid in such manner as to preserve all rights to refund 
thereof, and (iii) if so directed by the Contracting Officer, to take all necessary 
action, in cooperation with and for the benefit of the Government, to secure a 
refund of such tax (in which event the Government agrees to reimburse the 
Contractor for any and all reasonable expenses incurred at its direction). 

(e) Price Adjustment.—If after the contract date, the Federal Government or 
any State or local government either (i) imposes or increases (or removes an 
exemption with respect to) any direct tax, or any tax directly applicable to the 
materials or components used in the manufacture or furnishing of the com- 
pleted supplies or services covered by this contract, or (ii) refuses to accept the 
evidence of exemption, furnished under paragraph (d) hereof, with respect to 
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any direct tax excluded from the contract price, and if under either (i) or (ii) 
the Contractor is obliged to and does pay or bear the burden of any such tax 
(and does not secure a refund thereof), the contract price shall be correspondingly 
increased. If, after the contract date, the Contractor is relieved in whole or in 
part from the payment or the burden of any direct tax included in the contract 
price, or any tax directly applicable to the materials or components used in the 
manufacture or furnishing of the completed supplies or services covered by this 
contract, the Contractor agrees promptly to notify the Contracting Officer of 
such relief, and the contract price shall be correspondingly decreased or the 
amount of such relief paid over to the Government. Invoices or vouchers cover- 
ing any increase or decrease in contract price pursuant to the provisions of this 
paragraph shall state the amount hereof, as a separate added or deducted item, 
and shall identify the particular tax imposed, increased, eliminated, or decreased. 

(f) Refund or Drawback.—-If any tax or duty has been included in the contract 
price or the price as adjusted under paragraph (e) of this clause, and if the Con- 
tractor is entitled to a refund or drawback by reason of the export or reexport 
of supplies covered by this contract, or of materials or components used in the 
manufacture or furnishing of the completed supplies or services covered by 
this contract, the Contractor agrees that he will promptly notify the Contracting 
Officer thereof and that the amount of any such refund or drawback obtained 
will be paid over to the Government or credited against amounts due from the 
Government under this contract: Provided, however, That the Contractor shall 
not be required to apply for such refund or drawback unless so requested by the 
Contracting Officer. 

ARTICLE XIV. Buy American Act: The Contractor agrees that there will 
be delivered under this contract only such unmanufactured articles, materials, 
and supplies (which term “articles, materials, and supplies” is hereinafter re- 
ferred to in this clause as “supplies’”) as have been mined or produced in the 
United States, and only such manufactured supplies as have been manufactured 
in the United States substantially all from supplies mined, produced, or manu- 
factured, as the case may be, in the United States. Pursuant to the Buy Ameri- 
ean Act (41 U. 8S. Code 10a-—c), the foregoing provision shall not apply (i) with 
respect to supplies excepted by the Administrator from the application of that 
Act, (ii) with respect to supplies for use outside the United States, (iii) with 
respect to the supplies to be delivered under this contract which are of a class 
or kind determined by the Administrator or his duly authorized representative 
not to be mined, produced, or manufactured, as the case may be, in the United 
States in sufficient and reasonably available commercial quantities and of a 
satisfactory quality, or (iv) with respect to such supplies, from which the sup- 
plies to be delivered under this contract are manufactured, as are of a class 
or kind determined by the Administrator or his duly authorized representative 
not to be mined, produced, or manufactured, as the case may be, in the United 
States in sufficient and reasonably available commercial quantities and of a 
satisfactory quality, provided that this exception (iv) shall not permit delivery 
of supplies manufactured outside the United States if such supplies are manu- 
factured in the United States in sufficient and reasonably available commercial 
quantities and of a satisfactory quality. 

ARTICLE XV. Eight-Hour Law of 1912: This contract, to the extent that 
it is of a character specified in the Eight-Hour Law of 1912 as amended (40 
U. S. Code 324-326) and is not covered by the Walsh-Healey Public Contracts 
Act (41 U. 8. Code 35-45), is subject to the following provisions and exceptions 
of said Eight-Hour Law of 1912 as amended, and to all other provisions and 
exceptions of said Law: 

No laborer or mechanic doing any part of the work contemplated by this 
contract, in the employ of the Contractor or any subcontractor contracting for 
any part of the said work, shall be required or permitted to work more than 
eight hours in any one calendar day upon such work, except upon the condition 
that compensation is paid to such laborer or mechanic in accordance with the 
provisions of this clause. The wages of every such laborer and mechanic em- 
ployed by the Contractor or any subcontractor engaged in the performance of 
this contract shall be computed on a basic day rate of eight hours per day; and 
work in excess of eight hours per day is permitted only upon the condition 
that every such laborer and mechanic shall be compensated for all hours worked 
in excess of eight hours per day at not less than one and one-half times the 
basic rate of pay. For each violation of the requirements of this clause a 
penalty of five dollars shall be imposed upon the Contractor for each such 
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laborer or mechanic for every calendar day in which such employee is required 
or permitted to labor more than eight hours upon said work without receiving 
compensated computed in accordance with this clause; and all penalties thus 
imposed shall be withheld for the use and benefit of the Goverment. 

ARTICLE XVI. Convict Labor: In connection with the performance of work 
under this contract, the Contractor agrees not to employ any person undergoing 
sentence of imprisonment at hard labor. 

ARTICLE XVII. Walsh-Healey Public Contracts Act: If this contract is for 
the manufacture or furnishing of materials, supplies, articles, or equipment in 
an amount which exceeds or may exceed $10,000 and is otherwise subject to the 
Walsh-Healey Public Contracts Act as amended (41 U. 8S. Code 35-45), there 
are hereby incorporated by reference all representations and stipulations re 
quired by said Act and regulations issued thereunder by the Secretary of Labor, 
such representations and stipulations being subject to all applicable rulings and 
interpretations of the Secretary of Labor which are now or may hereafter be in 
effect. 

ARTICLE XVIII. Nondiscrimination in Employment: In connection with the 
performance of work under this contract, the Contractor agrees not to discrimi- 
nate against any employee or applicant for employment because of race, creed, 
color, or national origin; and further agrees to insert the foregoing provision 
in all subcontracts hereunder except subcontracts for standard commercial sup- 
plies or for raw materials. 

ARTICLE XIX. Officials Not To Benefit: No member of or delegate to Con- 
gress, or resident commissioner, shall be admitted to any share or part of this 
contract, or to any benefit that may arise therefrom; but this provision shall 
not be construed to extend to this contract if made with a corporation for its gen- 
eral benefit. 

ARTICLE XX. Covenant Against Contingent Fees: The Contractor warrants 
that no person or selling agency has been employed or retained to solicit or 
secure this contract upon an agreement or understanding for a commission, per- 
centage, brokerage, or contingent fee, excepting bona fide employees or bona fide 
established commercial or selling agencies maintained by the Contractor for 
the purpose of securing business. For breach or violation of this warranty 
the Government shall have the right to annul this contract without liability or 
in its discretion to deduct from the contract price or consideration the full amount 
of such commission, percentage, brokerage, or contingent fee. The Contractor 
represents that he has not employed or retained a company or person (other 
than a full-time employee) to solicit or secure this contract. 

ARTICLE XXI. Packing and Marking: Tin metal and tungsten concentrates will 
be packed as provided by National Stock Pile Specifications P-—55 and P-57, 
respectively. Tungsten material, when packed and sealed in shipping contain- 
ers, shall not contain more than 0.5% free moisture. All containers will be 
marked as directed by the Government. 

ARTICLE XXII. Payment: Payment for any material accepted shall be made 
to the Contractor upon receipt of properly certified invoices, weight certificates, 
and certificates of analysis and, with respect to the tungsten, moisture deter- 
mination. 

ARTICLE XXIII. Certification of Invoices: Each invoice shall have printed, 
stamped or typed thereon the following certification, to be signed by the Con- 
tractor’s duly authorized representative with his title indicated: 

“TI certify that the above bill is correct and just; and that payment therefor 
has not been received.” 

ARTICLE XXIV. Shipping Instructions: The Contractor shall immediately 
notify the Chief, Inspection Branch, General Services Administration, Federal 
Supply Service, and the Chief, Storage and Transportation Division, General 
Services Administration, Emergency Procurement Service, both located at 7th 
and D Streets SW., Washington 25, D. C., of the availability of the material 
and shall indicate the approximate total weight of the shipment, so that the 
Government may arrange for inspection and shipment of the material. In no 
event shall the material be moved until explicit shipping instructions are fur- 
nished by the Government. 

ARTICLE XXV. Contract Authority: This contract is entered into pursuant 
to the Defense Production Act of 1950 (Public Law 774, Sist Congress), the 
Strategic and Critical Materials Stock Piling Act (Public Law 520, 79th Congress) 
and the Federal Property and Administrative Services Act of 1949 (Public Law 
152, 8ist Congress), as amended. 
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In witness whereof, the parties hereto have made and entered into this con- 
tract, as of the day and year first above written. 
UNITED STATES OF AMERICA, 
By A. J. WALSH. 
By H. R. FiscHNALLER, 
President. 
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No. 1 to ConTract No. GS-OOP-(D)-520 Between THE UNITED 
STATES OF AMERICA AND UNITED STATES TIN CORPORATION 


AMENDMENT 





The United States of America (hereinafter referred to as the “Government” ) 
and United States Tin Corporation (hereinafter referred to as the “Contractor’’), 
signatories to Contract No. GS—-OOP-—(D)-—520 (hereinafter referred to as “the 
Contract”) which was entered into by the parties on March 23, 1951, and which 
provides for the development and expansion of Contractor's mining property 
at Seward Peninsula in Alaska and for the production and disposition of tin 
metal and tungsten concentrates derived from said property, hereby agree that 
the contract be and is amended to include the following clause: 

“For the purpose of assisting you in the performance of your obligations 
hereunder, the Government will, upon your written request, advance to you 
from time to time sums of money which may total but may not exceed $35,000. 
Such advance payment(s) will bear interest at the rate of 4% per annum 
on the unpaid balance from the date of advance and shall be retained and used 
by you in accordance with terms and conditions to be prescribed by the Comp- 
troller of the General Services Administration at the time of the making of 
such advance(s), including terms and conditions effecting the repayment to 
the Government thereof.” 

This Amendment is entered into pursuant to the Defense Production Act 
of 1950, as amended (Public Law 774, S8ist Congress; Public Laws 69 and 6, 
S2nd Congress). All other terms and conditions of the contract not inconsistent 
with the terms of this Amendment shall remain in full force and effect. 

In witness whereof, the parties hereto have made and entered into this 
Amendment as of the 28th day of November 1951. 

UNITED STATES OF AMERICA, 
By A. J. WALSH, 
Commissioner, Hmergency Procurement Service 
UNITED STATES TIN CORPORATION, 
By Kennetu G. KabDov, President 





GENERAL SERVICES ADMINISTRATION, EMERGENCY PROCUREMENT SERVICE, 
WASHINGTON 25, D. C. 


AMENDMENT NO, 2 to Contract No. GS—OOP-—(D)-520 Brrwken THE UNITED 
STATES OF AMERICA AND UNITED STATES TIN CORPORATION 


The United States of America (hereinafter referred to as the “Government”’) 
and United States Tin Corporation (hereinafter referred to as the “Contractor” ), 
signatories to Contract No. GS-OOP-—(D)-520, entered into by the parties on 
March 23, 1951 (which, together with any and all amendments, is hereinafter 
referred to as “the Contract’), providing for the development and expansion 
of contractor’s mining property at Seward Peninsula in Alaska and for the 
production and disposition of tin metal and tungsten concentrates derived from 
said property, hereby agree that the contract be and is further amended as 
follows: 

1. The quantity of tin metal specified in Article 1 of the contract for delivery 
each year thereunder is hereby increased from 141,120 pounds per year to 
404,750 pounds per year and the quantity of short ton units of contained tungsten 
specified in said Article 1 for delivery each year under the contract is hereby 
increased from 1400 short ton units per year to 4,046 short ton units per year. 
The facilities to be constructed by the contractor under the Contract, from 
which the foregoing deliveries will be made, shall be in operation not later 
than July 1, 1952. 
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2. The quantities of tin metal and contained tungsten specified in Article 
8 (ce) of the contract are hereby increased to 404,750 pounds of tin metal and 
4,046 short-ton units of contained tungsten per year, respectively. 

3. For the purpose of assisting the contractor in the performance of its 
obligations under the contract as hereinabove provided, the Government will, 
upon the contractor’s written request, and subject to approval by the Govern- 
ment, advance to it hereunder from time to time, in addition to the sums of 
money which may have been or which may be advanced to the contractor pursuant 
to Amendment No. 1 to the contract, sums of money which may total but may 
not exceed $325,901. Such advance payment(s) will bear interest at the rate of 
four (4) percent per annum on the unpaid balance from the date of advance and 
shall be made, retained, used, and repaid by the contractor in accordance with 
the following terms, and conditions: 

(a) Upon the execution of this Amendment the contractor may request an 
advance payment in the sum necessary to meet its anticipated cash requirement 
for December 1951 and January 1952, subject to the aforesaid limitation on the 
total sum of advances to be made hereunder. Such request shall be supported 
by a statement of anticipated disbursements. 

(6b) Commencing with January 1952 and continuing through June 1952, the 
contractor may submit to the Government on or before the 25th day of each month 
a request for an advance payment to cover its estimated expenditures for the 
next ensuing month. Each such request will be suported by a schedule of pro- 
posed expenditures and shall be subject to the limitation on the total amount to 
be advanced hereunder. 

(c) Commencing with December 1951, the contractor shall within forty-five 
(45) days after the close of that month and each ensuing month during the 
remaining term of the contract furnish the Government with a written statement, 
in reasonable detail, of the actual cash disbursements made by it for each month 
concerned. 

(d) Upon receipt of each advance payment made by the Government here- 
under, the contractor shall execute and furnish to the Government its promissory 
note in substantially the following form: 


(date) 

On demand the United States Tin Corporation hereby promises to pay to the 
United States of America the sum of $__-__- , with interest at the rate of four 
(4) percent per annum from date and all costs of collection. 

This note is to secure repayment to the United States of America of the above 
amount of money advar’ed to the United States Tin Corporation by the United 
States of America pursuant to the terms of contract number GS—-OOP-(D)-520, 
as amended, originally executed by the parties on March 23, 1951. Upon default 
in repayment of the aforesaid advance in accordance with the terms and con- 
ditions of the above contract, this note, principal, and interest shall at once 
become due and payable at the option of the United States of America without 
demand or notice, said demand and notice being hereby expressly waived. The 
United States Tin Corporation also waives any and all defenses on the ground of 
any extension or partial payment which may be granted or accepted by the United 
States of America before or after maturity. 

UNITED States TIN CorPORATION, 
By — ——____ 
Title ————. 

(e) All advance payments made to the contractor pursuant to the contract 
(including advances made pursuant to Amendment No. 1 as well as this Amend- 
ment.to the contract) shall be deposited in a special account in the Seattle Trust 
and Savings Bank, Seattle, Washington. Balances in this account shall be used 
by the contractor exclusively in the performance by it of the contract. Monthly 
transfers may be made from the Seattle special account to a special account in the 
Miners and Merchants Bank, Nome, Alaska, in amounts sufficient to provide for 
the payment of mine payroll and related payroll expenses and miscellaneous 
operating expenses of the mine. The Government shall have a lien, paramount 
to all other liens, upon the credit balances in the two special accounts created 
pursuant to this subparagraph (e). 

(f) Upon liquidation of the contractor’s indebtedness to the Seattle Trust and 
Savings Bank, Seattle, Washington, guaranteed by the Government under V-Loan 
Guaranty Agreement No. GSA(12)-3, the contractor will execute in favor of the 
Government a mortgage on all of its real and personal properties, including 
all of its production of concentrates or metals. Such mortgage or mortgages 
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will be substantially in the form of the mortgage now held by the Seattle Trust 
and Savings Bank in connection with said guaranteed loan. 

(g) The contractor will maintain insurance for the account of all interests 
on its properties in types and amounts satisfactory to the Government and shall 
obtain Marine Insurance on each shipment of concentrates from its mine in the 
continental United States. 

(h) The contractor shall obtain and keep in force a bond or bonds on all 
persons authorized to handle funds or draw checks against the bank accounts of 
the contractor, such bonds to be of types and in amounts satisfactory to the 
Government. 

(i) The contractor shall submit to the Government monthly financial state- 
ments prepared from its books and records commencing with statements as of 
December 31, 1951. Such statements shall include, but not be limited to, balance 
sheet and profit and loss statement, together with such supporting schedules 
as the Government may require. The contractor shall also submit to the Gov- 
ernment semiannual audited financial statements prepared by an independent 
certified Public Accountant. 

(j) At all reasonable times during business hours, the contractor shall make 
available books and records to representatives of the Government for examina- 
tion or audit. 

(k) So long as any advances made pursuant to the contract remain unliquidated, 
the contractor will not, without the prior written consent of the Government: 

(i) increase or decrease its authorized capital stock. 

(ii) incur any obligation or indebtedness other than current monthly bills. 

(iii) declare or pay dividends. 

(iv) disburse salaries to any officer or director until after one full 
month of production of concentrates under the contract. 

(v) Increase the salaries of any officer, director, or any employee of the 
contractor entitled to profit sharing. 

(vi) except for the sale of concentrates or metal produced under the 
contract, dispose of any of the property or other assets of the Company. 

(vii) create or permit to be created any lien against the contractor’s 
property, other than liens in existence at the time of execution of this 
Amendment and the liens created pursuant to subparagraph 8 (e) hereof. 

(viii) extend credit to other or endorse or guarantee any debt except 
insofar as an extension of credit arises through the operation of the mine 
and the treatment and disposal of the mine’s production. 

(ix) make loans or advances to officers, directors or employees; pro- 
vided, however, that advances of expense accounts may be made in amounts 
not exceeding in the aggregate $2,000 outstanding at any one time. 

(1) The contractor will deposit the proceeds from all sales of its production, 
whether derived from production under this contract or otherwise, in a special 
account in the Seattle Trust and Savings Bank, Seattle, Washington. The 
balances in this special account shall be applied first to the repayment of the 
contractor’s obligations to the bank under the aforesaid guaranteed loan, and 
thereafter shall be applied first to the payment to the Government of interest 
on any and all unliquidated advances made pursuant to the contract, next to 
the payment of the principal of the advance made pursuant to Amendment 
No. 1 of this contract, and thereafter to the repayment of advances made 
under this Amendment. Repayments against advances made under this Amend- 
ment shall be applied to the contractor’s notes in the order of their issuance. 

(m) Upon expiration of the term of this contract, as specified in paragraph 6 
of this Amendment, or upon prior termination of the contract, such portion 
of the advance payments made under the contract as has not been repaid 
to the Government, together with interest thereon, shall be immediately due 
and payable. 

(n) Any funds received by the contractor from sources other than the sale 
of its production, its aforesaid guaranteed loan, or the advances authorized 
under this contract, shall be maintained in an additional special account. Rec- 
ords of all disbursements from such accounts shall be maintained separately and 
the activity of any such account shall be separately reported in the financial 
statement above required. 

4. (a) Within fifteen (15) days after the completion of the first three months 
of operation by the contractor of the facilities to be constructed under the 
contract, the contractor will submit to the contracting officer a detailed state- 
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ment of the cost of performing the contract during said three-month period. 
Upon the written request of either party to the contract, made to the other 
party at any time within thirty (30) days after the submission of such statement, 
the contractor and the contracting officer shall negotiate in good faith to reduce 
or increase the contract price of tin metal thereafter to be delivered under 
the contract to an amount representing fair and reasonable compensation for 
the continued performance of the contract. In such negotiations the efficiency 
of the contractor in production, buying and management will be given due 
weight. } 

(b) The contractor will furnish to the contracting officer such other state 
ments of actual cost of production and such other financial statements at such 
times and in such form and detail as the contracting officer may prescribe, 
and will permit such audits and examination of its books, records and accounts 
as the contracting officer may request. 

(c) The agreement reached after the aforesaid negotiation will be evidenced 
by an amendment to the contract which shall state the redetermined price which 
shall apply to deliveries to the Government of tin metal on and after the effec- 
tive date of the price redetermination (or such other later date as the parties 
may fix in such amendment). 

(d) If within thirty (80) days after the making by either party of a written 
demand for redetermination of price pursuant to this paragraph 4 (or such 
further period as may be fixed by written agreement) the contracting officer and 
the contractor fail to agree to a redetermined price (which term, for the purpose 
of this clause, shall include direct cost, indirect cost and profit), either party may, 
upon written notice to the other party within sixty (60) days after the ex- 
piration of the time provided for redetermining price hereunder, terminate the 
contract, without cost to either party, such termination to become effective 
fifteen (15) days after the date of notice thereof. If, in the event of disagreement 
between the parties as to a redetermined price, neither party exercises the right 
of termination as provided herein, the contract shall remain in full force and 
effect and the parties shall faithfully perform thereunder in accordance with 
its terms and conditions. 

5. (a) The contractor agrees that the Controller General of the United States 
or any of his duly authorized representatives shall, until the expiration of 
three years after final payment under this contract, have access to and the 
right to examine any directly pertinent books, documents, papers, and records 
of the contractor involving transactions related to this contract. 

(b) The contractor further agrees to include the following provision, with 
appropriate insertions, in all his subcontracts hereunder; 

“(name of Subcontractor) agrees that the Comptroller General of the United 
States or any of his duly authorized representatives shall, until the expiration of 
three years after final payment under prime contract (contract symbol and 
number) between the United States of America and (name of Contractor), have 
access to and the right to examine any directly pertinent books, documents, 
papers, and records of (name of Subcontractor) involving transactions related to 
this contract.” 

6. Unless otherwise terminated in accordance with applicable provisions of 
the contract, the term of contract shall extend from March 23, 1951, through 
December 31, 1955. 

7. As used throughout this contract, the following terms shall have the mean- 
ing set forth below: 

a. The term “Administrator” means the Administrator or the Deputy Adminis- 
trator of the General Services Administration; and the term “his duly author 
ized representative’ means any person or persons or board (other than the 
Contracting Officer) authorized to act for the Administrator. 

b. The term “Contracting Officer” means the person executing this contract 
on behalf of the Government and any other officer or civilian employee who is a 
properly designated Contracting Officer, and the term includes, except as other- 
wise provided in this contract, the authorized representative of a Contracting 
Officer acting within the limits of his authority. 

ec. Except as otherwise provided in this contract, the term “subcontracts” in- 
cludes purchase orders under this contract. 

This Amendment is entered into pursuant to the Defense Production Act of 
1950, as amended (Public Law 774, 81st Congress; Public Laws 69 and 96, S2d 
Congress). All other terms and conditions of this contract not inconsistent 
with the terms of this Amendment shall remain in full force and effect. 
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In witness whereof, the parties hereto have made and entered into this 
Amendment \s of the 19th day of December, 1951. 
Untrtep States TIN CoRPORATION, 
By KENNETH J. Kapow, President. 
UNITED STATES OF AMERICA, 
By Jess LARSEN, 
Administrator of General Services. 





GENERAL SERVICES ADMINISTRATION, WASHINGTON 25, D. C. 


AMENDMENT NO. 8 To Contract No. GS-OOP-(D)-520 Brerween THE UNITED 
STATES OF AMERICA AND UNITED STATES TIN CORPORATION 


The United States of America (hereinafter referred to as the “Government’”’) 
and United States Tin Corporation (hereinafter referred to as the “Contractor’”), 
signatories to Contract No. GS-OOP-(D)-520, entered into by the parties on 
March 23, 1951 (which, together with any and all amendments, is hereinafter 
referred to as “the Contract”), providing for the development and expansion 
of Contractor’s mining property at Seward Peninsula in Alaska and for the 
production and disposition of tin metal and tungsten concentrates derived from 
said property, hereby agree that the Contract be and is further amended as 
follows: 

1. For the purpose of further assisting the Contractor in the performance 
of its obligations under the Contract, the Government will, upon the Contractor’s 
written request, and subject to approval by the Government, advance to it here- 
under from time to time, in addition to the sums of money which have heretofore 
been advanced to the Contractor pursuant to the Contract, sums of money which 
may total but may not exceed $940,000. Of this total, $50,000 shall be made 
available to the Contractor for and shall be expended by the Contractor only 
in payment of the installment due in December 1952 on the Contractor’s mine 
purchase contract; likewise, $60,000 shall be made available to the Contractor 
only for use in connection with the Contractor’s purchase of equipment for and 
installation of a surface water supply system, should the Contractor and the 
Government agree prior to October 1, 1952, that such a surface water supply 
system is necessary, otherwise such $60,000 shall not be advanced to the Con- 
tractor hereunder and the aforesaid total commitment of $940,000 shall be re- 
duced accordingly; the balance of $830,000 available to the Contractor here- 
under shall be used by the Contractor in connection with its payment of neces- 
sary expenses incident to the Contractor’s performance of the Contract, provided, 
however, that not more than $235,500 of such balance shall be used by the Con- 
tractor prior to October 31, 1952, for the purchase and delivery to Contractor’s 
property on Seward Peninsula, Alaska, of supplies and capital improvements re- 
quired in connection with performance of the Contract, and provided further 
that not more than $80,000 of such $235,500 shall be used by the Contractor in 
the purchase and installation of capital improvements to its Seward Peninsula 
property. 

2. Each advance payment hereunder will bear interest at the rate of four 
(4%) per cent per annum on the unpaid balance thereof from the date of advance 
and shall, subject to the limitations of paragraph 1 hereof, be made, retained, used, 
and repaid by the Contractor in accordance with the following terms and 
conditions : 

(a) Upon execution of this amendment the Contractor may request an 
advance payment in the sum necessary to meet its anticipated cash requirements 
for July 1952 in connection with the purchase of supplies and capital improve- 
ments, including applicable freight and installation charges. Such request shall 
be supported by a schedule of proposed expenditures. 

(b) The Contractor may for each month during the period August 1, 1952, 
through July 31, 1953, submit a request for an advance payment to cover its cash 
requirements for that month. Each such request shall be submitted no later 
than the 15th day of the month for which such advance is requested and shall 
be supported by a schedule of proposed expenditures. 

(c) Within forty-five (45) days after the close of each calendar month, 
commencing with the month of July 1952 and continuing so long as any advance 
hereunder remains unliquidated, the Contractor shall furnish the Government 
with a written statement, in reasonable detail, of the actual cash disbursements 
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made by it for each month concerned with respect to each of the classes of 
expenditures described in paragraph 1 above. 

(d) Upon receipt of each advance payment made by the Government hereunder, 
the Contractor shall execute and furnish to the Government its promissory note 
in substantially the following form: 


— Ue 
On demand the United States Tin Corporation hereby promises to pay to the 
United States of America the sum of $———, with interest at the rate of four 


(4%) per cent per annum from date and all costs of collection. 

This note is to secure repayment to the United States of America of the above 
amount of money advanced to the United States Tin Corporation by the United 
States of America pursuant to the terms of Contract No. GS-OOP-—(D)-520, as 
amended, originally executed by the parties on March 23, 1951. Upon default 
in repayment of the aforesaid advance in accordance with the terms and condi- 
tions of the above contract, this note, principal, and interest shall at once become 
due and payable at the option of the United States of America without demand 
or notice, said demand and notice being hereby expressly waived. The United 
States Tin Corporation also waives any and all defenses on the grounds of any 
extension or partial payment which may be granted or accepted by the United 
States of America before or after maturity. 

Untrep Srares Tin Corporation 
By - 
Title ; 

(e) All advance payments made to the Contractor pursuant to the Contract 
shall be deposited in a special account in the Seattle Trust and Savings Bank, 
Seattle, Washington. Balances in this account shall be used by the Contractor 
exclusively in the performance by it of the Contract. Monthly transfers may be 
made from the Seattle special account to a special account in the Miners and 
Merchants Bank, Nome, Alaska, in amounts sufficient to provide for the pay- 
ment of mine payroll and related payroll expenses and miscellaneous operating 
expenses of the mine. The Government shall have a lien, paramount to a 


’ 


other liens, upon the credit balances in the two special accounts created pur- 
suant to this subparagraph (e). 

(f) Upon liquidation of the Contractor’s indebtedness to the Seattle Trust and 
Savings Bank, Seattle, Washington, guaranteed by the Government under \V 
Loan Guaranty Agreement No. GSA (12)-3, the Contractor will execute in favor 
of the Government and in a form satisfactory to the Government a mortgage 
on all of its real and personal properties, including all of its production of con 
centrates or metals. Such mortgage or mortgages will be substantially in the 
form of the mortgage now held by the Seattle Trust and Savings Bank in con- 
nection with said guaranteed loan. The cost of preparation and recording such 
mortgage shall be borne by the Contractor. 

(zg) The Contractor will maintain insurance for the account of all interests 
on its properties in types and amounts satisfactory to the Government and 
shall obtain Marine Insurance on each shipment of concentrates from its mine 
to the continental United States. 

(h) The Contractor shall obtain and keep in force a bond or bonds on all 
persons authorized to handle funds or draw checks against the bank accounts 
of the Contractor, such bonds to be of types and in amounts satisfactory to the 
Government. 

(i) The Contractor shall submit to the Government monthly financial state- 
ments prepared from its books and records commencing with statements as of 
August 31, 1952. Such statements shall include, but not be limited to, ba'ance 
sheet and profit and loss statement, together with such supporting schedules as 
the Government may require. The Contractor shall also submit to the Govern 
ment semiannual audited financial statements prepared by an independent Certi- 
fied Public Accountant. 

(j) The Contractor shall submit to the Government a monthly written report 
of its total mining and milling production at its property at Seward Peninsula 
in Alaska. Such report shall be signed by the Contractor’s mine superintend- 
ent (or authorized representative) and countersigned by an officer of the Con- 
tractor. The first report under this subparagraph (j) shall be submitted as 
of July 21, 1952, covering production for the period January 1 through July 3 
1952. Each successive report shall be submitted as of the last day of each 
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month thereafter covering production for that month. Each such report shall 
include but shall not be limited to the following: 

(i) The amount of ore mined. 

(ii) The amount of ore milled. 

(iii) The number of hours of operation of the mill. 

(iv) The metallic content of the ore milled. 

(v) The amount of concentrates produced. 

(vi) The metallic content of the concentrates. 

(vii) The value of the concentrates produced during the current month 
at the current market price. 

(viii) The total amount of concentrates on hand and the value thereof. 

(k) At all reasonable times during business hours, the Contractor shall make 
available its books and records to representatives of the Government for exami- 
nation or audit. 

(1) So long as any advances made pursuant to the Contract remain unliqui- 
cated, the Contractor will not, without the prior written consent of the 
Government : 

(i) increase or decrease its authorized capital stock. 

(ii) incur any obligation or indebtedness other than current monthly bills. 

(iii) declare or pay dividends. 

(iv) disburse salaries to any officer or director until after one full month 
of production of concentrates under the Contract. 

(v) increase the salaries of any officer, director, or employee of the Con- 
tractor entitled to profit sharing. 

(vi) except for the sale of concentrates or metal produced under the 
Contract, dispose of any of the property or other assets of the Contractor. 

(vii) create or permit to be created any lien against the Contractor’s 
property, other than liens in existence at the time of execution of this 
amendment and the liens created pursuant to subparagraph 2 (e) hereof. 

(viii) extend credit to others or endorse or guarantee any debt except 
insofar as an extension of credit arises through the operation of the mine 
and the treatment and disposal of the mine’s production. 

(ix) make loans or advances to officers, directors, or employees ; provided, 
however, that advances of expense accounts may be made in amounts not 
exceeding in the aggregate $2,000 outstanding at any one time. 

(m) The Contractor will deposit the proceeds from all sales of its production, 
whether derived from production under this Contract or otherwise, in a special 
account in the Seattle Trust and Savings Bank, Seattle, Wash. The balances 
in this special account shall be applied first to the repayment of the Contractor's 
obligations to said bank under the aforesaid guaranteed loan, and thereafter 
shall be applied first to the payment to the Government of interest On any and all 
unliquidated advances made pursuant to the Contract, next to the payment of the 
principal of the advance made pursuant to Amendment No. 1 to this Contract, 
next to the repayment of the principal of advances made under Amendment No, 
2 to the Contract and thereafter to the repayment of the principal of advances 
made under this Amendment. 

(n) Upon expiration of the term of this Contract, or upon prior termination 
of the Contract, such portion of the advance payments made under the Contract 
as has not been repaid to the Government, together with interest thereon, shall 
be immediately due and payable. 

(o) Any funds received by the Contractor from sources other than the sale of 
its production, its aforesaid guaranteed loan, or the advances authorized under 
this Contract, shall be maintained in an additional special account. Records of all 
disbursements from such account shall be maintained separately and the activity 
of any such account shall be separately reported in the financial statement above 
required. 

3. The first sentence of paragraph 4 (a) of Amendment No. 2 to this Contract 
is hereby deleted in its entirety and the following sentence substituted therefore: 

“Not later than January 31, 1953, the Contractor will submit to the contract- 
ing officer a detailed statement of the cost of performing the contract during 
the period October 1, 1952, through December 31, 1952.” 

4. Article XXV, Contract Authority, of the Contract is hereby amended by 
deleting therefrom the recital of the Strategic and Critical Materials Stock 

Piling Act (Public Law 520, 79th Congress) and the Federal Property and 
Administrative Services Act of 1949 (Public Law 152, 8list Congress) as 
amended. 
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This Amendment is entered into pursuant to the Defense Production Act of 
1950, as amended (Public Law 774, Slst Congress; Public Laws 69, 96, and 429, 
82d Congress). All other terms and conditions of this Contract not inconsistent 
with the terms of this Amendment shall remain in full force and effect. 

In witness whereof, the parties hereto have made and entered into this 
Amendment as of the 5th day of August 1952. 

UNITED STATES OF AMERICA, 
By A. J. WALSH, 
Commissioner, Emergency Procurement Service. 
UNITED STATES TIN CORPORATION, 
By KENNETH J. Kapow, President. 

Funds available: Date, August 5, 1952. 

(Signed) M. SrLverRMAN, 
By L. C. 





GENERAL SERVICES ADMINISTRATION, WASHINGTON 25, D. C. 
AMENDMENT No. 4 to Contract GS—OOP-(D)-520 BerTween THE UNITED STATES 
OF AMERICA AND UNITED Srates TIN CORPORATION 


The United States of America (hereinafter referred to as “the Covernment”) 
and United States Tin Corporation (hereinafter referred to as “the Contractor’), 
signatories to Contract No. GS-OOP-—(D)-520, entered into by the parties on 
March 23, 1951 (which, together with any and all amendments, is hereinafter 
referred to as “the Contract”) providing for the development and expansion of 
Contractor’s mining property at Seward Peninsula in Alaska and for the pro- 
duction and disposition of tin metal and tungsten concentrates derived from 
said property, hereby agree that the Contract be and is further amended as 
follows: 

1. For the purpose of further assisting the Contractor in the performance of 
its obligations under the Contract, the Government may, upon the Contractor's 
written request, and subject to approval by the Government, advance to it under 
this Amendment from time to time, in addition to the sums of money which 
have heretofore been advanced to the Contractor pursuant to the Contract, sums 
of money which may total but may not exceed $1,300,000. Of this total $228,400 
shall be made available to the Contractor for and expended by the Contractor 
only in connection with capital improvements ; $145,000 shall be made available 
to the Contractor for and shall be expended by the Contractor only in payment 
on the Contractor’s mine purchase Contract; and the balance shall be made 
available to the Contractor, and shall only be expended by the Contractor, for 
operating expenses under the Contract incurred for or during the period August 
1, 19538, through July 31, 1954, including but not restricted to wages and over- 
head, food and general supplies and contingencies. 

2, Each advance payment hereunder will bear interest at the rate of four (4%) 
percent per annum on the unpaid balance thereof from the date of advance and 
shall, subject to the limitations of Article 1 of this Amendment, be made, re- 
tained, used and repaid by the Contractor in accordance with the foilowing 
terms and conditions: 

(a) Upon execution of this Amendment the Contractor may request advances 
for the purpose of procuring capital improvements and food and. general supplies 
applicable to the period August 1, 1953, through July 31, 1954, and for payment 
on Contractor’s mine purchase contract. Commencing with August 1, 1953, the 
Contractor may for each month during the aforesaid twelve month period submit 
a request for an advance payment to cover its cash requirements for operating 
expenses for that month and for such other capital improvements, food and 
general supplies as have not been procured in advance and for which monies are 
available within the limitations stated in Article 1 of this Amendment. Each 
such monthly request shall be submitted no later than the fifteenth day of the 
month for which such advance is requested. Each request for an advance pay- 
ment under this Amendment shall be supported by a schedule of proposed 
expenditures. 

(b) Within forty-five (45) days after the close of each calendar month, com- 
mencing with the month of August 1953 and continuing so long as any advance 
hereunder remains unliquidated, the Contractor shall furnish the Government 
with a written statement, in reasonable detail, of the actual cash disbursements 
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made by it for each month concerned with respect to each of the classes of 
expenditures described in Article 1 above. 

(c) With respect to each advance payment made by the Government here- 
under, the Contractor shall execute and furnish to the Government its promissory 
note in substantially the following form: 


(date) 


On demand the United States Tin Corporation hereby promises to pay to the 
United States of America the sum of $ _____- , with interest at the rate of four 


(4%) percent per annum from date and all costs of collection. 

This note is to secure repayment to the United States of America of the 
above amount of money advanced to the United States Tin Corporation by the 
United States of America pursuant to the terms of Contract No. GS-OOP—(D) 
520, as amended, originally executed by the parties on March 23, 1951. Upon 
default in repayment of the aforesaid advance in accordance with the terms 
and conditions of the above Contract, this note, principal, and interest shall at 
once become due and payable at the option of the United States of America 
without demand or notice, said demand and notice being hereby expressly 
waived. The United States Tin Corporation also waives any and all defenses 
on the grounds of any extension or partial payment which may be granted or 
accepted by the United States of America before or after maturity. 

UNITED STATES TIN CORPORATION. 
By ——— — : 
NGI eects 








(d) All advance payments made to the Contractor pursuant to this Amend- 
ment shall be deposited in the special account in the Seattle Trust and Savings 
Bank, Seattle, Washington, heretofore established by the Contractor pursuant 
to the Contract. sSalances in this account shall be used by the Contractor 
exclusively in the performance by it of the Contract, as herein amended. Monthly 
transfers may be made from the Seattle special account to a special account 
in the Miners and Merchants Bank, Nome, Alaska, in amounts sufficient to 
provide for the payment of mine payroll and related payroll expenses and 
necessary operating expenses of the mine. The Government shall have a lien, 
paramount to all other items, upon the credit balances in the above two special 
accounts. 

(e) As heretofore provided in the Contract, the Contractor will deposit the 
proceeds from all sales of its production, whether derived from production 
under this Contract or otherwise, in a special account in the Seattle Trust and 
Savings Bank, Seattle, Washington. The balances in this special account shall 
be applied first to the repayment of the Contractor’s obligations to said bank 
under V-Loan Guaranty Agreement No. GSA(12)-3 and thereafter shall be 
applied first to the payment to the Government of interest on any and all un- 
liquidated advances made pursuant to the Contract, including advances made 
pursuant to this Amendment, next to the payment of the principal of the advance 
made pursuant to Amendment No. 1 to the Contract, next to the repayment of the 
principal of advances made under Amendment No. 2 to the Contract, next to the 
repayment of the principal of advances made under Amendment No. 3 to the Con- 
tract and thereafter to the repayment of the principal of advances made under 
this Amendment. 

(f) The terms and condition of subparagraphs (f), (g), (h), (i), (Jj), (k), 
(1), (mn), and (6) of Article 2 of Amendment No. 3 to the Contract shall apply 
with equal force and effect to any advances made by the Government to the 
Contractor pursuant to this Amendment. 

3. Article 4 of Amendment No. 2 to the Contract, as amended by Article 3 
of Amendment No. 3 to the Contract, is hereby further amended as follows: 

(a) Subparagraph (a) of said Article 4, as amended, is deleted in its entirety 
and the following substituted therefor: 

“On or before February 15, 1954, the Contractor will submit to the Contracting 
Officer a detailed statement of its cost of performing the Contract during the 
period from October 1, 1953, through December 31, 1953. Upon the written 
request of either party to the Contract, made to the other party at any time 
within thirty (30) days after the receipt by the Contracting Officer of such state- 
ment, the Contractor and the Contracting Officer shall negotiate in good faith 
to reduce or increase the Contract price of tin metal which may thereafter be 
delivered to the Government under the Contract, during such period as may be 
agreed on by the parties, to an amount representing fair and reasonable com- 
pensation for the continued performance of the Contract. In such negotiations 





itachi Png ones 


(eta ese rain aR 









DEFENSE PRODUCTION ACT 161 


the efficiency of the Contractor in production, buying, and management will be 
given due weight.” 

(b) Subparagraph (c) of said Article 4 is deleted in its entirely and the 
following substituted therefor: 

“The agreement reached after the aforesaid negotiation will be evidenced by 
an amendment to the Contract which shall state the redetermined price which 
shall apply to deliveries of tin metal to the Government on and after the effec- 
tive date of the price redetermination and the period for which such redeter- 
mined price shall be applicable. In the event the parties agree that such 
redetermined price shall be applicable for a period shorter than the remaining 
term of the Contract, computed from the effective date of such price redeter- 
mination, the parties shall further agree on the terms and conditions under 
which further redetermination of price may be effected, failing which the 
original Contract price shall again become applicable at the conclusion of the 
period for which such redetermined price is made applicable.” 

(c) Subparagraph (d) of said Article 4 is amended by the addition of the 
following sentence: 

“The risht of termination under this subparagraph (d) shall not be available 
to nor exercised by the Contractor so long as any advance payment made 
to the Contractor by the Government pursuant to the Contract remains 
unliquidated.” 

4. This Amendment is entered into pursuant to the Defense Production Act 
of 1950, as amended (Public Law 774, Sist Congress, Public Laws 69, 96, and 

29, 82nd Congress). All other terms and conditions of this Contract not 
inconsistent with the terms of this Amendment shall remain in full force 
and effect. 

In witness whereof, the parties hereto have made and entered into this 
Amendment as of the 14th day of May 1953. 

UNITED STATES OF AMERICA, 
By A. J. WALSH, 
Commissioner, Emergency Procurement Service. 
UNITED STATES Trin CORPORATION, 
By KENNETH J. KApvow, President. 





United States Tin Corp. balance sheet, Sept. 30, 1950 


ASSETS 

eee Be ne Se Ss Bes ccd ae decid . _. $5, 066. 46 
es ag pe en SS ae as at : 68, 581. 88 
Total current assets_..._..__- eet jai Seer, 

Equipment, mine_____~- Bt tekst Sage id $37, 577. 60 

Equipment, office____- anaes bet ‘ a 200. 00 

Total ioe, ne ae pte Ad rt 37, T77. 60 

Less depreciation reserve = oka d 7,512. 77 
— - $80, 264.83 
Mine lease__ ~~ Scenics asthe oop ‘okelh ae Pity ae Shocked 153, 000. 00 
Organization expense icp cealnndenidiencihcandiaied tea’ Sis Linceescsunstactecathaneniahiiominencndiea 456. 00 
Total assets sie ab Spabeiase te en cthones Rete =o) Seni ies . 257, 369. 17 

LIABILITIES 

FEO ik 5 nnn Sn wee ates . ee 
RINE RRO Seite tends cb tin ce Si thicddceacatlatlien cae 1, 259. 77 
SOS WD hb tri i citi indian scsrantech liciipenariiasineat 4, 618. 59 
Notes payable (officer) ..........._~- sid dapgiliapodipdaieanp-sacenedeaeae tie atddd 24, 360. 00 
Notes payable (bank) ine Redaaies ailcdeciced ak aoe seine tater eee ds _ 15,000. 00 
Loans (stockholders) ay agree am . : ; a as 3, 000. 00 
Contracts payable__-__- ne a é uildiees va -- 11,740.00 
Advances by officers__._._-- pieces ba heabtibatnisendtiaeith ty ao tnitsiepdlindiitiabeb casi 14, 336. 10 
Bank overdraft- igs thc ite Seana hicliesihthdeiee die i a er ae 4, 250. 57 
Tete Goaremt WESRies...21 cc deiindih teniidebkltieiniiiandss 104, 043. 05 
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United States Tin Corp. balance sheet, Sept. 30, 1950—Continued 


LIABILITIES—continued 
Capital : 








Capital stock authorized, 300,000 shares, par $1____ $300, 000. 00 
Less unissued stock_____..- ~~ iesicd daniel secialnenacsigitetvcens fa Oe 
Total stock issued__.._- he iniot a a leat a 4, 320. 00 
Stock subscribed and paid for but unissued .. 154, 500. 00 
Total stock issued and allocated______._--~~- 158, 820. 00 
ee ne a enemas ata 5, 040. 00 
Sk sacll reieamee pa eon ae Ne ee ee 
Less earned surplus deficiency__.......----------- 10, 533. && 

-S 153, 326, 12 

ED) DER iii cok enrtaeecieeeomenervahtelssaiaienenrinedsion micapottegien tthe ee at 


GENERAL SERVICES ADMINISTRATION, OFFICE OF THE COMPTROLLER, CREDIT AND 
FINANCE Division, Juty 9, 1954 


United States Tin Corp. contract No. GS-OOP(D)-520—Tin and tungsten 
production and sales, 1949 to May 1954 


Tungsten 














Tin production | production 
(in pounds of Tin sales | (in pounds Tungsten sales 
—_ contained tin) of contained 
Period trenton) 
Placer | Lode Placer | Lode | Placer| Lode Placer | Lode 
te te 43, 065.0 $38, 856. 80 10, 910 $35, 163. 894 
Se dwncwas 4 111, 372.8 135, 359. 71)...... 1, 913 5, O89. 76 
1951 : 64, 497.6 49, 144. 54 8, 700 12, 882. 94 
1952 
July 5, 333 1, 960 
August a 18,158 | 790 
September 29, 718 3, 106 
October 4, 980 280 
Total, 1952 adie 68, 194 $56, 374. 00 6, 136 
1953 
June._..- | 1,050 (‘) | (‘) 
July ales 9, 352 
August = 16, 329 
September . | 4, 520 
October 0 
November . 8, 026 
December ‘ 26, 125 
Total, 1953. ......... 65, 402 
1954: 
January (*) (1) 
February 
March 
April 
May 
Total, 1954 a ‘ 126, 225 
Total, 1949 to May | 
1954. _. ws 218, 935. 4:259,821 | 223, 361.50) 56,374.00) 21,523) 6,136) 53, 127. 50 0 
218, 935. 4 223, 361. 05 21, 523 $53, 127. 59 
Total, lode and placer 478, 756. 4 ..|279, 735. 05 4 27, 659 ; | 53,127. 59 
279, 735. 05 
Total revenues from 
sales Z 4 ai esis loko ...|2332, 862. 64 


1 Tungsten in tin concentrates reported too low to be a source of revenue, and not great enough to incur 
penalties at smelter. 
* Revenue since inception of GSA contract: $120,413.27. 
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REPORT OF APPLICATION FOR GUARANTY OF LOAN UNDER EXECUTIVE Orper No, 10161 


(Prepared by Seattle branch, Federal Reserve Bank of San Francisco, as fiscal 
agent of the United States) 


ApRIL 20, 1951. 


PREPONDERANCE OF DEFENSE PRODUCTS AND/OR SERVICES REFERRED TO HEREIN IS FOR 
THE GENERAL SERVICES ADMINISTRATION 


Financing institution: Seattle Trust & Savings Bank, Seattle, Wash. 

Borrower: United States Tin Corp., 201 Jones Building, Seattle, Wash. 

Amount of loan applied for: $98,000 straight loan, $276,400 revolving credit. 

Maturity: December 31, 1955. 

Rate of interest to be charged borrower: 5 percent. 

Commitment fee to be charged borrower: None. 

Percentage of loan to be guaranteed: 90 percent. 
Terms and conditions proposed by financing institution 

1. If, in the discretion of the financing institution, satisfactory production ts 
not attained during the 1951 season, or for any other reason it appears unwise 
and imprudent to make disbursements for mining operations during 1952 and 
1953, the unused portion of the loan may be withheld and canceled. 

2. Not less than 20 percent of gross receipts from sale of product to apply upon 
capital-expenditure loans. 
Description of collateral 

1. Chattel mortgages on the borrower’s equipment and tin and tungsten con 
centrates. 

2. Assignment of the proceeds due or to become due under Defense Production 
Contract No. GS-OOP-—(D)-520. 


Defense products and/or services to be supplied by borrower 
Tin and tungsten concentrates and/or metals. 


Purposes for which funds will be used 

Approximately $98,000 for improving and augmenting mining facilities, the 
palance of loan for general working capital purposes. Borrower now operates 
bal f | f ] kit tal 5 t 
placer mine and funds to be used for lode facilities. 


Comments by financing institution 


“Our relationship has been confined to the financing of tin and tungsten concen- 
trates in transit and during the period of processing by a separation plant up to 
the point of sale. The management of the corporation has been known to us for 
a number of years, and prior to engaging in the mining operation conducted by 
the applicant we have had occasion to extend credit on numerous oceasions. Our 
relationship has been satisfactory, and all obligations contracted have been paid 
as agreed. The property operated by the applicant has advanced through the 
development stages to the point of production, and, in our opinion, if the credit 
applied for is granted it will materially assist in the production of critical defense 
metals. 

“We are advised by the management that no salaries or remunerations are 
being paid to the principal officers of the company. 

“A statement of operations covering a 3-year period is not available, as 1950 
was the first year during which the applicant engaged in commercial production 

“In making application for a $374,000 loan, we are advised that the principal 
amount was established by the General Services Administration, who have con- 
tracted to purchase the tin and tungsten over a 3-year period. We are further 
advised that flowsheets covering projected production and working capital re- 
quirements during the life of the contract have been examined and approved by 
that Administration. For this reason the borrower requested that financial 
statements be submitted on NSRV Form 146, which is appended to the application 
as exhibit A. 

“In this connection it will be noted that our participation in this business is to 
be limited to 10 percent of the disbursed portion of the loan proceeds. Such par- 
ticipation is conditioned on the understanding that if, in our sole discretion, satis 
factory production is not attained during the 1951 mining season, or for any 
other reason it appears to the bank unwise and imprudent to make disbursements 
for mining operations during 1952 and 1953, the unused portion of the loan pro- 
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ceeds may be withheld and canceled. The applicant has consented to such a con- 
dition in respect to loan proceeds reserved for operations during the years 1952 
and 1953 and has undertaken to advance the sum of approximately $60,000 for 
1951 operations before drawing on loan proceeds designated for working capital 
purposes.” 


Borrower's history and management 


> 


United States Tin Corp. was incorporated November 23, 1948, with an original 
authorized capital of $100,000 which was increased June 2, 1949, to $300,000, con- 
sisting of 300,000 shares of common stock of $1 par value. At the present time 
176,720 shares are issued and outstanding and are held as follows: 









Owner Shares 
a TR i I acini i ee . 49, 500 
H. R. Fischnaller, president__._...--- caiiishibecdssacolbenlis act eaatleriobaneitel niet re 50, 0OO 
F. H. Furey, director Ries eee a eee aide dietiaecenae nina, Gaaeo 
F. P. Loomis, treasurer... _-~ rd om . ene nee 
H.C. Rehreaek, eseretary saieiiisss ose ks sao ibs 38, 000 
Helen Gibbon- 7,500 
Henry Schaefer ‘ 7, 500 
ER Cres Sescerics theta aide ccna nasil dl hte mente ai ehebeens 500 
LD; is edi dient dette Bata a a hthiiithed ten catalan ot 360 
© BR ah iitsndiitinss tie, lad ils escuela IN at 360 
RS LES a eae Le sicd sald i balan eamseaahd Seemeinanes. | aa eee 





The mining properties of the borrower consist of the Lost River tin mine which 
is located on the Seward Peninsula of Alaska approximately 90 miles north of 
Nome, 6 miles inland from the Bering Sea. ‘Tin ore was discovered in this area 
in 1903, and as early as 1907 the Lost River Tin Mining Co. was organized to 
develop the claims. Mining operations were small and intermittent, however. 
The properties were obtained by the borrower under a purchase contract for 
$250,000 ; $14,000 was paid at the time of purchase and payments of $25,000 are 
due annually on December 31, 1951, 1952, 1953. Subsequent annual payments are 
in the amount of 383,000 each. If such payments cannot be met the borrower 
has the option of leasing the property for 10 years at 10 percent of production. 

A. F. McIntosh, chairman, is about 75 years of age and has been engaged in 
mining most of his lifetime. He was formerly a resident of Nome, Alaska, and 
Was associated with the Lost River Tin Mining Co. 

Harry R. Fischnaller, president, is 62 years of age, married, and a native of 
Ohio. Previously experienced over 20 years in the steel, rail, and machinery line, 
operating under the name of Fischnaller & Co. From 1945 he has held substan- 
tial investments at Omak, Wash., in a large hotel and laundry. He is currently 
president and is organizing the Chief Joseph State Bank, Bridgeport, Wash. His 
work with the borrower has been largely promotional and organizational. 

F. H. Furey, director, is about 70 years of age, married, and is a real-estate 
operator in Seattle. Previously a resident of Omak, Wash., where from 1940 to 
1945 he was interested in the Brewster Bridge Co. From 1945 he has been 
engaged in selling a large subdivision property at Bridgeport, Wash. 

Fred P. Loomis, treasurer, is about 60 years of age and married. He has for 
over 10 years been engaged in the investment business in Seattle. 

Supervision of operations is carried on by Kenneth Kadow, executive vice 
president and general manager, and Paul Sorensen, general superintendent. 


Financial statement 

Following is a comparative digest of financial statements of the borrower as of 
February 28, 1949, September 30, 1950, and January 31, 1951. We are advised 
that the statement of September 30, 1950, on which our comments are based, was 
prepared for tax purposes. The statement of January 31, 1951, is based largely 
on estimates and does not appear to represent the actual financial position of the 
company on that date. 
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[Thousands of dollars} 


Feb. 28, 1949 | Sept. 30, 1950 | Jan. 31, 1951 





ASSETS 
Cash - 2 18.8 
Accounts receivable petting 5.0 $ 
Inventory: 
Metal and concentrates 1 68. 6 225.8 
Supplies -- 0.1 
Total current assets_..-- 73. 6 
Mine lease__.......----- on ; 153. 0 2 153.0 
Mining property-.-- . . . 250. 0 
Equipment 7.7 30.3 ) 
Buildings. _- 35. 
Deferred charges ‘ ‘ $ 
Organization expense ‘ 5 
Subscriptions to stock 1.5 
Total assets_..--- bien ‘ edie cilia 154. 5 257. 4 639. 9 
LIARILITIES 
Notes payable 
Officers and stockholders 497.4 
Bank : 515.0 ae ~ 
Advance by officers $14.3 
Bank overdraft 442 
Accounts payable __. 25. 5 28.8 
Contracts payable ; $11.8 11.7 
Accrued payroll, taxes, interest, etc 45.9 9 
Total current Mabilities . .. 24 onc. -ssnccdsenncvee-ees 104. 1 129.4 
Property contract al - O36. ( 
Total debt 2 104. 1 365. 4 
Capital stocx 
Issued Me 74.3 162 4 
Paid but unissued - 7154.5 
Subscribed 154. 5 Bs 
Surplus_....- pb tetbhinoschiadeitd snail vl §—5.5 112.1 
Total liabilities. ...--- st eas ieee : oS 154. 5 257.4 639.9 


1 Inventory, $68,581.88: This item is carried at cost, while the 
Jan. 31, 1951, is carried at estimated market value We are adv 
small amount of additional production took place, the valu 

2 Mine lease, $153,000: We are advised that the terms of thi 
the optional lease provision which the borrower holds, namely, a 10-yea 
The original lease contained an option to purchase the property wh 
land is carried at the cost figure of $250,000 on the statement of Jan f . 
owing, payable $25,000 for 3 years on Dec. 31, 1951, 1952, and 1953, and 2 subsequent annual installments 
of $83,000. 

3 Equipment, $30,264.83: The information which we have received indicates that no buildings or equip- 
ment were included in the lease or sales contract. It is noted that the statement of Jan. 31, 1951, assigns 
separate values to buildings of $35,000 and to equipment of $95,5 

4 Notes payable (officer), $24,478.02; loans (stockholders), $3,000; advanees by 
overdraft, $4,250.57; accrued payroll and taxes, $5,878.36: We are informed eeds 
additional bank loan were used to retire in part these liabilities, but that the advances by offi 
$14,336.10 is still outstanding, although this is not reflected in the statement of Jan. 31, 19531 

5 Notes payable (bank), $15,000: A short-term credit secured by chattel mortgage on inventory of con- 


itory shown on the statement 
subsequent to Sept. 39, 1950, a 





was approximately $5, 





s lease were the same as now contained in 























centrates, increased to $88,000 by Jan. 31, 1951. Loan made by itution 

6 Contracts payable, $11,740: This represents balance owir ynal sal mtr: r ai 
items of mine equipment, payable $750 per month 

7 Capital stock, $158,820: The statement indicates that as of Sept. 30, 1950, t ck had 
been paid for but actual issue of $154,500 had not been mad On Jan, 31, 1951, al 
was reported to have been paid in cash. However, total stock v outstand v 
par value of $1 per share and 3 stockholders have been issued 22,500 shares for npa 
It appears, therefore, that $154,220 represents paid in capital stock 

8 Surplus deficiency, $5,493.88: This is the net deficit reflecting a loss on operations for the year ending 
Sept. 30, 1950, of $4,135.32 plus a deficiency as of Oct. 1, 1949, $6,398.5 less paid-in surplus of $5,040 
The surplus of $112,105.28 shown on the Jan. 31, 1951, statement includes approximately $63,000 from 
revaluation of inventory because of a change in the price of tin from $1.02 to $1.80 per pound; and approxi- 


mately $49,000 anticipated profits from sale of goods in process inventory 


Inasmuch as the surplus account does not represent earned amounts, and 
in view of the inventory appreciation by revaluation of unrefined concentrates 
when considered in the light of the lack of audited reports, we are unable to 
accord full and complete valuation to the assets reported in the balance sheet 
as of January 31, 1951. 

A pro forma profit and loss statement for the year ending December 31, 1950, 
was also submitted showing anticipated profits of $49,000 based on the sale 
of tin and tungsten concentrates on hand, valued at $225,800. Although this 
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estimate reflects profits to the company, the president has informed us that he 
believes the applicant will have no income tax liability for its fiscal year ending 
October 31, 1950. A cash budget showing the anticipated requirements is enclosed 
herewith. 


Additional information 

The Lost River properties have been the subject of extensive investigation 
by the United States Department of Interior, Bureau of Mines, and the report 
of these investigations, dated July 1946, R. 1. 3902, indicates that there are 
substantial reserves of tin and tungsten ores on the property. At the present 
time the borrower has equipment installed to carry on placer mining operations 
only. The contract with the General Services Administration contemplates 
the installation of additional facilities which will permit production of ore 
from lode mines, in addition to the placer operations. The expansion of facilities 
consists principally of the installation of a concentrating mill to process the 
ore from the lode mines. A portion of the loan requested is to insulate and 
furnish heating facilities for the quarters so that operations may continue 
during the winter season when the weather does not permit placer mining. 
It is also planned to purchase a bulldozer to be used in the placer operations. 
The total expenditures for these additional facilities will require an estimated 
investment of $98,000. 

The mine is located about 6 miles inland and transportation between the 
mine and the water is by truck. The loading point, Teller, has no docking 
facilities and loading is carried on by lighter from the beach to the ships 
which are required by shallow water to lie off about a mile. The shipping costs 
for the concentrates are estimated at $21.25 per ton to Tacoma, which figure 
includes $1 for trucking costs, $6.75 lighterage, and $13.59 shipping charges. 
Shipping facilities are available only during the summer months from the latter 
part of June to the 1st of O-tober. 

Sale of the entire output of metals is assured by the terms of the contract 
for the period June 1, 1951, to December 31, 1955. The contract provides that 
the Government shall have the right to require the borrower to deliver to it 
all or any part of its total production during that period. Metals other than 
those required by the Government may be sold to industry, or if they cannot 
be disposed of through such channels, the contract requires the Government to 
purchase the additional amounts. 

The contract also contains a provision which stipulates that it should not 
be binding unless the General Services Administration agrees to guarantee 
any loans obtained by the borrower to the extent required by the lender, and 
unless the borrower shall have secured within 60 days from the execution of 
the contract such a Government-guaranteed loan in an amount not less than 
$374,000. The contract is dated March 23, 1951. 

The reduction of the ores is to be carried on by the General Refinery & 
Chemical Corp. at a plant located at Tacoma, Wash. It is our understanding 
that this plant employs a new process which permits a much higher percentage 
of recovery of the metals than previous processes. 

The borrower has invested to this date slightly in excess of $8,000 in plant and 
equipment for the account of General Refining & Chemical Corp., a Washington 
corporation organized November 1950. The stockholders of this company are 
P. G. Hebner, 24 shares; R. J. Brooks, 25 shares; and Gail M. Williams, 1 share. 
Messrs. Hebner and Brooks are chemical engineers associated with Dr. Ralph 
W. Moulton of the University of Washington in the development of a process 
to extract tin and tungsten from concentrates through the use of hydrogen. Mr, 
Williams is an attorney in the firm Catlett, Hartman, Jarvis & Williams, Seattle, 
Wash. The stock has a par value of $100 and the company was incorporated with 
capital stock of $20,000. This company has a very informal arrangement with 
the borrower under which General Refining & Chemical Corp. has undertaken to 
separate tin and tungsten through use of hydrogen supplied by Penn Salt Co., 
Tacoma, Wash. General Refining & Chemical Corp. has a lease with Penn Salt 
Co. which expired April 12, 1951, but was extended to June 1, 1951. Under the 
terms of this lease agreement, General Refining & Chemical Corp. paid a flat 
sum of $1,500 which covered the use of a small plot of land and all hydrogen 
necessary in the process of refining the tin and tungsten. Heretofore, hydrogen 
has been a waste product to Penn Salt Co. in its chemical refining processes. 
Penn Salt Co. has, however, recently entered into an agreement with a Tacoma 
chemical company which will deprive General Refining & Chemical Corp. of its 
source of hydrogen. This agreement becomes effective after the close of the 
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first quarter of 1952. General Refining & Chemical Corp is therefore considering 
the use of manufactured gas to be purchased in Seattle in lieu of hydrogen in 
its refining process and if resolved in such manner will necessitate the purchase 
of a small cracking plant. The company is now endeavoring to determine the 
added’ costs which would be incurred should it be determined advisable to move 
the pilot plant from Tacoma to Seattle. 

The borrower has estimated that its costs of refining, if it engages the services 
of companies other than General Refining & Chemical Corp., will approximate 
$300 per ton concentrate whereas General Refining & Chemical Corp. estimates 
its costs at approximately $102 per ton concentrate. We are informed that the 
borrower is to become a stockholder in the refining company but a definite argee- 
ment in this regard has not been reached, 

Due to the speculative character of this credit we are unable to recommend 
it as being worthy from the standpoint of sound banking practices. However, if 
the General Services Administration feels that the necessity or desirability of 
obtaining the products is of sufficient importance to warrant the risk involved, 
then, and only on this basis, it is recommended that a guaranty be approved 
under the following terms and conditions: 

1. A straight loan for $98,000 to mature December 31, 1955, and in addition 
thereto, a revolving credit to mature December 31, 1955, which may not exceed 
the lesser of (a) or (0) below: 

(a) $276,400. 

(b) Without duplication or overlap the sum of the following items: 

Eighty-five percent of accounts receivable arising under defense produc- 
tion contract No. GS—-OOP-(D)-520, the proceeds of which are assigned 
hereunder ; 

Eighty-five percent of cost to borrower of inventory (including, without 
limiting the generality of the term, labor, supplies, work in process, and 
finished products) acquired or produced in connection with such assigned 
defense production contract; 

Righty percent prior to approval by the contracting officer (if, by the 
terms of the defense production contract such approval is required), 90 per- 
cent in all cases where terms of defense production contract provide that 
approval of the contracting officer is not required, and 100 percent after such 
approval, if required, of the amount of expenditures made or currently to be 
made by borrower for or on account of settlements in satisfaction of canceled 
commitments to suppliers or subcontractors under canceled contracts. A 
“canceled contract” shall mean a defense production contract in its entirety, 
which has been, or is hereafter, canceled or terminated in whole or in part 
not by reason of fault of the borrower. 

2. The loan shall be secured by chattel mortgages on the borrower’s equipment, 
purchased or acquired by use of proceeds of this loan, and on the tin and tungsten 
concentrates produced by the borrower and by an assignment of the proceeds due 
or to become due under Defense Production Contract No. GA-OOP-(D)-520. 

3. Proceeds of the loan shall be deposited in a special account in the financing 
institution and used only for the following purposes: 


(a) Purchase of fixed assets, the aggregate amount of which shall not be 
in excess of $98,000. The proceeds of the loan disbursed for this purpose 
shall be made on certificates submitted by the borrower and approved by the 
guarantor. 

(bv) The remainder for general working capital purposes in connection 
with the contract listed hereinabove. 


4. The borrower shall provide $60,000 in cash for working capital purposes 
prior to disbursement of any of the proceeds of the loan. Such additional cash 
shall be provided either by the sale of capital stock or by a loan from H. R. 
Fischnaller. If the funds are provided by a loan, subject loan will be subordi- 
nated to this loan. 

5. The proceeds of contract No. GS-OOP-—(D)-520 due or to become due and 
proceeds from other sales of borrower shall first be applied to repayment of the 
revolving credit. Fifty percent of the net proceeds in excess of the amount 
required to fully liquidate the revolving credit shall then be applied toward 
repayment of the straight loan. 

6. The financing institution shall obtain an agreement from the -borrower 
providing that during the life of this loan— 


(a) The borrower shall supply certificates which will provide assurance 
satisfactory to the financing institution as to the purpose for which the 
advances under the credit are to be used; 
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(b) The borrower shall pay no dividends on its capital stock during the 
life of the loan without prior consent of the financing institution and guar- 
antor ; 

(c) Salaries, fees, bonuses, commissions, and all other forms of remunera- 
tion to officers shall be subject to prior approval of financing institution and 
guarantor ; 

(d) The borrower will not hereafter further mortgage, pledge, or other- 
wise encumber any of its assets, nor, except as provided in paragraph 4 
hereof, create or incur any indebtedness for borrowed money except sub- 
ject loan nor become liable as surety, guarantor, accommodation endorser, 
or Otherwise for or upon the obligation of any other person, firm, or corpora- 
tion without prior written consent of the financing institution and the guar- 
antor; 

(e) The borrower shall furnish monthly progress reports, monthly and 
audited semiannual financial statements including balance sheets and profit 
and loss statements, and such other reports as are requested by the financ- 
ing institution or guarantor; 

(f) Borrower will not sell all, or substantially all, of its assets, or merge 
or consolidate with any firm, corporation, or individual or invest in or pur- 
chase securities or capital stock of any firm or corporation or repurchase 
any of its own capital stock without prior approval of the financing insti- 
tution and the guarantor; 

(g) Insurance shall be maintained in an amount and of a nature satis- 
factory to the financing institution and the guarantor; 

(h) Borrower shall accrue and provide for its income tax liability in a 
manner satisfactory to the financing institution and the guarantor ; 

(i) Borrower shall immediately notify the financing institution of any 
important change in the status of its contracts. 


7. If, in the discretion of the financing institution, satisfactory production 
is not attained during the 1951 season, or for any other reason it appears unwise 
and imprudent to make disbursements for mining operations during 1952 and 
subsequent years, the unused portion of the loan may be withheld and canceled. 

8. Any loans to the borrower by officers and/or stockholders thereof, whether 
outstanding at present or in the future, shall be subordinated to the subject 
loan. 

9. At the option of the financing institution or the guarantor the loan will 
become due and payable upon violation of any of these conditions, 

J. M. LeEISNER, Vice President. 





FEDERAL RESERVE BANK OF SAN FRANCISCO, 
San Francisco, Calif., July 2, 1954. 
Re United States Tin Corp., Regulation V, General Services Administration, 
Guaranty Agreement GSA (12)-3. 
BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM, 
Washington 25, D.C. 
Attention Mr. J. J. Connell, Acting Administrator, Office of Defense Loans. 

Dear Str: We are enclosing two copies of report of investigation of an appli- 
cation for 100 percent guaranty on a revolving credit of $403,200, copy of which 
application was forwarded with our letter of June 25. An additional copy of the 
application with the various exhibits listed in our letter of June 25 is also enclosed. 

Subsequent to the receipt of the report of investigations from our Seattle branch 
we have discussed with them the following matters which we believe should have 
the attention of the General Services Administration. 

Exhibit B of the application provides that the loan shall be secured by real 
and chattel mortgages evidencing a first lien on the borrower’s mine and equip- 
ment, as well as an assignment of the proceeds of Defense Production Contract 
No. GA-OOP-—(D)-520. Our files do not reveal whether or not the real and per- 
sonal property of the borrower is pledged to the GSA or to the DMEA as security 
for outstanding advances but it would appear that a first lien may not be available 
as collateral. 

Exhibit A, as submitted by the financing institutions, states that the loan pro- 
ceeds in the amount of $403,200, together with estimated cash receipts derived 
from the sale of tin concentrates shall be deposited in a special account and dis- 
bursed by them according to the budget submitted. 
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Conversations with the financing institution lead us to the conclusion that it 
was the intention to disburse the funds as needed rather than to make a disburse- 
ment of the total amount of the loan releasing the funds as needed. 

If the GSA approves the application for a guaranty it might be well to provide 
for a disbursement as needed with interest to be paid on the outstanding balance 
in order that there may be no misunderstanding. 

Yours very truly, 
H. F. Stave, Vice President 


REPORT OF INVESTIGATION FOR V—LOAN GUARANTY 


(Prepared by Seattle branch, Federal Reserve Bank of San Francisco, as fiseal 
agent of the United States) 
JuLty 1, 1954 


PREPONDERANCE OF DEFENSE PRODUCTS AND/OR SERVICES REFERRED TO HEREIN I8 FOR 
THE GENERAL SERVICES ADMINISTRATION 


Financing institution: Seattle Trust & Savings Bank, Seattle, Wash 
Borrower : United States Tin Corp., 201 Jones Building, Seattle, Wash 
Amount of loan applied for : $403,200 revolving credit 

Maturity : September 1, 1955. 

Percentage of loan to be guaranteed: 100 percent. 

Rate of interest to be charged borrower: 5 percent. 

Commitment fee to be charged borrower: None. 


Description of collateral 

Financing institution proposes real and chattel mortgages evidencing a first 
lien on the borrower’s mine and equipment presently owned or hereafter acquired 
and on the tin concentrates and metal produced; in addition, an assignment of 
the proceeds due or to become due under Defense Production Contract No. GS— 
OOP-—(D)-520 and an assignment of any receivables that may develop from sales 
of metals or otherwise. 


Terms and conditions proposed by financing institution 


For detailed comment of financing instiution see exhibit A to V—loan applica- 
tion. 

The financing instiution’s letter of transmittal indicates that sufficient tin 
concentrates are on hand to pay off the present V-loan of $155,000 and further 
indicates that delivery to the Government as the purchaser will be made some 
time late in June or early July. We do not share this view and now understand 
that the first shipment of concentrates will not go out from the mine until late 
July or early August. We see no possiblity of extinguishment of the present 
V-loan prior to the time the need for additional funds will arise under the con- 
templated loan. It would, therefore, appear that two credits will necessarily run 
concurrently until such time as the outstanding V-loan can be retired which 
appears to us more desirable than merging them. 


Defense products and/or services to be supplied by borrower 

Tin and tungsten concentrates and/or metals 
Information concerning borrower's contract 

General Service Administration Prime Contract No. GS-OOP-—(D)-520, as 
amended, dated March 23, 1951. 

This contract initially, as a condition thereof, required a V-loan guaranty 
of $374,000. Thereafter additional financing, which took the form of direct 
advances to the borrower, in each case was preceded by an amendment to the 
contract. We are now presented with the prospect of further financing in the 
form of a V-loan which, as we understand it, is desired by the guarantor and it 
would seem proper and necessary that the contract be appropriately amended 
to provide for this financing. The borrower infers that the contract is not yet 
finalized and indicates a further amendment is to be issued. Under these cir- 
cumstances it seems that a V-loan application cannot be passed upon prior to 
an amendment implementing the contract in this important respect since the 
terms and conditions of the amendment must be available in order to consider 
the various factors of the loan. 
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Purposes for which funds will be used 

We understand the guarantor wishes to have the operation continue through 
1955 and therefore it appears that purchase of materials and supplies, payment 
of labor, any other expenses, and capital outlays incident to the performance of 
contract GS-COP-—(D)-520 as amended must come from V-loan proceeds. 


Comments by financing institution 

Financing institution reports that General Services Administration desires 
borrower's mining operations to continue through calendar year 1955 and that 
financing be through medium of V-loan rather than direct advances. On neither 
of these points have we had any direct indication from GSA and reliance is 
placed upon the bank’s assertions alone. 


Borrower's history and management 

United States Tin Corp. was incorporated November 23, 1948, with authorized 
capital of $100,000, increased June 2, 1949, to $300,000, consisting of 300,000 
shares common stock $1 par value. Changed to 3 million shares 10 cents par 
value effective January 1, 1953. Originally incorporated under laws of Wash- 
ington, reincorporated under Alaskan laws effective January 1, 1953. The latter 
step was taken without required prior approval of ourselves or guaranter. 

Mining properties of the borrower are located on the Seward Peninsula of 
Alaska approximately 6 miles inland from Teller. Properties were acquired 
under purchase contract for $250,000 carried in escrow by financing institution 
and we are informed has been fully paid and escrow discharged. Later payments 
we understand have largely come from loan proceeds. 

Present officers of the company are as follows: 

Harry R. Fischnaller, chairman of the board, about 65, married, reported to 
hold substantial investments at Omak, Wash., in hotel and laundry, currently 
vice president of Chief Joseph State Bank, Bridgeport, Wash. 

I’. H. Furey, vice president, about 71, married, real estate operator in Seattle 
and also interested in real estate development in Bridgeport, Wash. 

W. L. Gibbon, secretary, about 51, married, an attorney practicing in Seattle 
for over 20 years. 

J. J. Gilmore, treasurer, previously borrower's office manager. 

The management has been under some question by guarantor and on March 
23, 1954, the corporation was requested by the guarantor to remove the incumbent 
president, K. J. Kadow. We understand this office has continued vacant as 
of this date. Mr. Everett Hougland, very recently appointed as general super- 
intendent, has the responsibility for supervision of operations at the mine. 
We know very little about Mr. Hougland and his mining background although 
we understand he has had some experience in northeastern Washington mining 
properties. 

At a meeting of March 23, 1954, of the board of directors of the borrower, 
representatives of the guarantor made certain demands upon the corporation. 
We were to receive a copy of the minutes of the meeting and any other records 
showing action taken by the corporation to implement the demands of the 
guarantor. ‘To date we have not received this data and have no knowledge as to 
whether the management of the company has in fact acceded to the requests 
made of it. We presume the guarantor has received this material but we 
mention it here in order that it will not be overlooked in the event it has not 
been furnished. The guarantor’s attention is specifically drawn to its demand 
for pledge or placement in escrow status of the company’s capital stock as 
collateral to the advances and to our knowledge no response is yet made to this 
demand. 


Financial statements 

There follows a comparative digest of borrower's financial audited statements 
as at the close of business September 30, 1952, and September 30, 1953, as well 
as an unaudited interim statement as at the close of business February 28, 1954, 


the most recent statement we have. 
























































































ASSETS 
Cash... 70 80 52 
Accounts receivable... 1 2 l 
Inventory, metal and concentrates. 157 1 21 89 
Total current assets. 228 103 142 
Mining property 373 3373 373 
Buildings. 137 257 277 
Equipment, trucks, tractors 214 318 319 
Surface water system » 121 125 
Less depreciation - .. 41 —76 —101 
31 —~— 3 620 620 
Operating supplies... : 4270 209 
Mine development -_-. § 89] 1, 000 
Exploration project ( 
Mine exploration 5124 148 
Supplies 9 ‘ 
Buildings and equipment. 66 74 72 
Prepaid items._. ] 7 19 
Investment l l 1 
Organization expense 33 33 33 
Total assets_. . 1, 601 2, 505 2, 621 
LIABILITIES 
V-loan 202 681 81 
Notes payable, 10 . e = 
Accounts payable 227 28 9 
Accrued wages, taxes, interest 20 35 12 
Mine purchase contract 50 dis 
Total current liabilities 09 144 2 
V-loan 74 774 74 
Mine purchase contract ‘ 161 
Notes payable U.S. A. account of GSA... 686 1,917 2, 177 
Notes payable ac count of DMEA *159 183 
Advances from stockholders 68 68 68 
Total debt. 1, 498 2, 362 >, 604 
Capital stock 195 214 219 
Surplus. 92 71 202 
Total liabilities 2, 505 2, 621 
Net worth 103 143 17 
Assets to debt ratio 1.07 1. 06 1. 01 
Net working capital 281 4] 40 
Current ratio 4 72 1.39 


1 Inventory, metal and concentrates, $21,187.02: We understand this it 
based on market price of tin at Sept. 30, 1953, and on physical inventories and assays taken by employees of 


the company. 


2 Mining property, $373,000: 
an option to purchase the mine property for $2£0,000. The cost of buildings on the property was placed at 


$30,000. 


3 Building; equipment, trucks, and tractors; surface water system, $619,944.32: C. P. A. reports that addi- 
tions to plant and equipment accounts have been at cost except that freight and installation costs not always 


included, 


4 Operating supplies, $269,€07.20: Audit report indicates perpetual inventory records not properly main- 
tained, no phy sical inventory taken, and therefore quantities on hand Sept. 30, 1953, cannot be determined. 
Amount shown is estimate. 

5 Mine development, $8¢0 
ing not maintained in segreg 


6 V-loan, $81, 466.72: 


turity Dee. 31, 


? V-loan $73730.30: 
8 Notes payable U 
(D)-520 including accrued interest of $5 
* Notes payable U. 8 


In view of comments in audited report as at September 30, 1953, we are unable 
to accord full and complete valuation to the assets reported in the September 
30, 1958, and subsequent balance sheets. 

The statement of operations and deficit for the month of February 1954 
(required by the guarantor and submitted earlier by the company) indicates a 
direct operating loss of $12,507.46 which, together with certain overhead and 
general administrative expenses, resulted in a net loss of $45,728.90 for the month. 
For the 3 months ended February 28, 1954; net loss amounted to $131,142.58. 


22.03, and mine exploration, $207,011.87: Audit report shows adequate account- 
ating expenditures between mine de elopt 
and that certain costs, chiefly supplies used, were not properly allocated 

Balance due on “‘second loan’ under guaranty GSA (12)-3 originally $120,000, ma- 


“First loan” under guaranty No. GSA (12)-3 matures Dee. 31, 1955 
A. account of GSA, $1,917,559.37: Represents advances under contract GS-OO P- 


A. account of DMEA, $159,430.64: Advances under DMEA contract. 
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[Thousands of dollars] 


Sept. 30, 1952] Sept. 30, 1953| Feb. 28, 1954 








is carried at net realizable value 





In exchange for $153,000 par value of its capital stock the company acquired 





nt and mine exploration programs 





, 560.07. 
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Net realizable value of tin concentrates produced during February totaled only 
$19,632.01 and for the 3 months ended February 28 only $62,409.19 and on 
basis of showing to February 1954 production must be increased substantially 
before profits, if any, will accrue on this venture. 

Additional information 

The relatively inacessible location of the company’s mining properties, the 
nature of the operation, and the many direct negotiations between the company 
and the guarantor leaves us in the position of being able to provide little, if 
any, information which is not already known to the guarantor. There are, how 
ever, some matters upon which we would comment. 

Initially, financing of this venture was in the form of a regulation V-loan 
under guaranty agreement GSA (12)-3 providing a 90 percent guaranty of 
both a straight loan of $98,000 and a revolving credit of $276,000. On Novem- 
ber 8, 1951, the guaranty agreement was supplemented to provide for a 95 
percent guaranty of a total credit of about $275,000 of which some $155,000 
already had been advanced. The existing V-loan now has been reduced to 
$155,206.02, with the last advance thereunder made on November 2, 1951. Since 
that time financing has been by advance payments made by the General Services 
Administration to the borrower under successive amendments to contract No. 
GS-OOP-(D)-520. The most recent, amendment No. 4, dated May 14, 1953, 
provided for advances not to exceed $1,300,000 for the period August 1, 1953, 
through July 31, 1954, and brought the total amount of authorized advances 
to $2.690,901. 

Additional funds were furnished by the Defense Minerals Exploration Admin- 
istration, which entered into an exploration contract with the corporation under 
date of August 25, 1952, providing up to $203,400 for exploration and development 
purposes. 

It would appear appropriate to note that in this background in which direct 
payments to the company have constituted by far the major portion of the 
financing further funds should be supplied through the same medium rather 
than imposing an additional V-loan upon the existing financial picture. Further 
for reasons set forth above, we have felt that we have not been in a position 
to service the present V-loan according to our usual standards of loan super- 
vision, and we can foresee no factors which would cause us to view the proposed 
credit any differently. 

For the benfit of the guarantor we make the following observations regarding 
the present application : 

1. The financing institution in exhibit A to the application indicates that the 
aggregate disbursements throughout the life of the loan will amount to $528,200, 
but the schedule lacks the characteristics of a cash flow since apparently repay- 
ments to the loan are not indicated. We understand from financing institution 
that the second column, “Disbursements of estimated cash receipts,” reflects 
amounts, in excess of the amount of retire the present V-loan, which will be 
available for further disbursment to the borrower. We were not able to clarify 
this further since the party handling the transaction is out of town and no one 
else is qualified to answer. 

2. As we understand it the contract with the company provides for the delivery 
to the Government of tin metal, rather than tin concentrates which require cer- 
tain refining processes before delivery is taken by the Government and payment 
made to the company. Although it appears the tin smelter in Texas is assured 
of operation until June 30, 1955, the possibility of its closure after that date 
raises the question of whether the company has an alternate possibility of 
processing the concentrates into tin metal at a cost which would not be 
prohibitive. 

8. While assurances are given that sufficient production has been achieved 
to retire the existing V-loan, the prospects that proceeds from production will 
permit repayment of the proposed V-loan at maturity appear remote. Net 
realizable production for the first 2 months of 1954 average about $21,000 per 
month. During May, with the mill in operation 582.5 hours out of a possible 
744 hours, gross value of production would not exceed $36,000 based on the cur- 
rent price of 94 cents per pound for tin metal, and we are without information 
as to the net realizable value. With the mill apparently operated during May 
at about 80 percent of capacity, it appears production could not be increased 
sufficiently at present ore values to provide net proceeds sufficient to meet the 
proposed V-loan at maturity. 
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4. Under the mine purchase contract some control over the mine property 
formerly existed, since under a chattel mortgage the option to purchase was 
also pledged by the borrower. However, the mine purchase contract was retired 
prior to its maturity and the payment of tils option contract, in addition to 
diminishing the collateral to the V-loan, affected an escrow, which the financing 
institution handled, whereby a deed to the property was to be delivered upon 
extinguishment of the contract. We understand that the financing institution 
as escrow holder was authorized by the GSA to accept the final payments on the 
purchase contract and deliver the deed, which we are informed was done. An 
indication was given that the Defense Mineral Exploration Administration feels 
that it has an existing line about which we have no clear information, and in 
this rather involved situation we do not know what complications might be 
involved in the mortgaging of the mine property. This may be a matter for 
counsel or the GSA and we have no comment to make in this regard. 

5. We do not see that the usual asset formula, which contemplates that 
receivables will be arising in the regular course of business and that the bor- 
rowers’ inventory will have some relation to production, is applicable here since 
this appears to be primarily an exploration and development program with 
production, at least for the present, a byproduct. 


Conclusions and recommendations 

It appears, and on this we are relying upon statements made by the financing 
institution, that the guarantor takes the position it wishes the company to con- 
tinue operation through the calendar year 1955 and has suggested that funds be 
supplied the concern through a V-loan rather than by a continuance of its 
direct payments to the borrower. We have the indication that as a precedence to 
advances of funds there should be an amendment to the contract, and it appears 
that lacking a completed contract any consideration of a V-loan application at 
this time is meaningless. The financing institution has submitted terms and 
conditions which it proposes shall apply to the loan, which we have reviewed and 
generally feel are reasonable in considering a credit of this type. Full con- 
sideration to these and any additional conditions cannot be given, however, with- 
out a finalized contract upon which to base a consideration of appropriate terms. 
We are not making any recommendation in this matter, feeling that all factors 
considered, the guarantor should outline, in the light of the financing institution 
recommendations, the terms and conditions which it wishes to apply to the V-loan. 
As to credit factors, we believe no measurement can be made, since this is 
essentially a development loan and the usual credit criteria are entirely absent. 

J. M. Letsner, Vice President. 


San Francisco, May 10, 1951. 
GARDNER L. BoorHu, 2p, 
Board of Governors of the Federal Reserve System: 

Reurtel May 8, United States Tin V-loan. Financing institution proposes de- 
letion of present condition No. 4 and the substitution in place thereof of the 
following: 

“4. The borrower shall provide $60,000 in cash for working capital purposes. 
Such funds shall arise from the sale of tin and tnyngsten concentrates now being 
processed after liquidating current bank loans, bills, and trade accounts payable. 
In the event the sale of tin and tungsten concentrates now held is not adequate 
to pay bank loans, bills, and trade accounts payable and in addition provide 
$60,000 cash working capital, any deficiency is to be restored by Mr. H. F. Fisch 
naller from sources outside of the corporation ; any advance made to the corpora- 
tion by Mr. H. R. Fischnaller shall be shown on the corporation’s books by notes 
or accounts pavable, the repayment of which shall be subordinated to the loan 
created under the guaranty.” 

Financing institution believes inclusion of clause providing for deposit of 
$60,000 prior to disbursement of loan proceeds as required by present condition 
No. 4 undesirable in view of possible delay in the receipt of proceeds of sale of 
concentrates. In view of direct contact between borrower, financing institution, 
and guarantor, the paragraph is submitted for approval of the guarantor with- 
out any recommendation on our part. Please advise by wire if amended para- 
graph 4 approved by guarantor. 

BARRETT. 
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The Vice CuHarrman. Our next witness will be Mr. H. L. Thurtell, 
regional counsel, GSA, Denver, Colo. 

Will you raise your right hand. Do you solemnly swear the testi- 
mony you are about to give will be the truth, the whole truth, and 
nothing but the truth, so ‘help 3 you God # 

Mr. Tuurret. I do. 

The Vick CuatrmMan. Will you identify yourself, Mr. Thurtell? 


TESTIMONY OF H. L. THURTELL, REGIONAL COUNSEL, GENERAL 
SERVICES ADMINISTRATION, DENVER, COLO. 


Mr. THurteLt. My name is H. L. Thurtell. I am regional counsel, 
General Services Administration, Denver, Colo. 

The Vice CHARMAN. Where do you live, sir? 

Mr. Tuurre.tL, Denver, Colo. 

The Vice Cuatrman. Is that your home? 

Mr. THuRTELL. Yes, sir. 

Mr. WaArkEN. Are you now regional counsel for the General Services 
Administration at Denver? 

Mr. TuHurrewy. Yes, sir. 

Mr. Warren. Mr. Thurtell, what was your position at the time the 
application was submitted by the United States Tin Corp. dated No- 
vember 18, 1950? 

Mr. THURTELL, I was at that time an attorney in the office of the 
General Counsel in Washington, D. C., of the General Services 
Administration. 

Mr. Warren. When were you first appointed to DMA and what 
was the nature of your assignment ¢ 

Mr. Tuvrrety. Shortly after that agreement was entered into be- 
tween Mr. Harrison and Mr. C hapman of Januar y 1951 I was assigned 
to DMA to participate in the negotiations to keep the General Cou insel 
and the Assistant General Counsel named in the agreement apprised 
of what was going on and to draft and assist in drafting the necessary 
documents to promote the program. 

Mr, Warren. Did you work under Mr, Max Elliott? 

Mr. TuHurtTewu. Yes, sir. 

Mr. Warren. The General Counsel of the General Services Ad- 
ministration ? 

Mr. TuurrTeuu. Yes, sir. 

Mr. Warren. Did you attend any of the conferences with the appli- 
cant prior to the drafting of the contract ¢ 

Mr. THurren. Yes, sir. 

Mr. Warren. What were those conferences ? 

Mr. Tuurrent. After the report—— 

Mr. Warren. The dates? 

Mr. Tuurreu. After the report from the Nonferrous Metals Com- 
mittee came up to the Production Expansion Division of the DMA, I 
was called in to have 3 or 4 conferences with Mr. Ellis of the DMA 
and Mr. Fischnaller relative to the terms of the contract, and to imple- 
ment the report of the 

Mr. Warren. Who was Mr. Ellis? 

Mr. Turret. One of the engineers in the Expansion Production 
Division. 
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Mr. Warren. Do you know his full name? 

Mr. Tuurretu. No, sir; I do not. He was known and still is, I 
believe, as “Cap” Ellis. 

Mr. Warren. Will you state the substance of that conversation ‘ 

Mr. Tuurtect. Well, we were familiar with the report from the 
committee, and the substance of it was that they wanted to enter into 
a contract that would be agreeable to DMA and DPA and GSA as 
well as the United States Tin Corp. 

Mr. Warren. What specific things were discussed? The 24-ton 
mill was discussed ? 

Mr. THurrTeE.u. Yes, sir, the 24-ton mill was discussed. The V-loan 
was discussed. The production contract was discussed. 

Mr. Warren. What was said about the 24-ton mill? 

Mr. TuurteEtt. To the best of my recollection, we incorporated that 
into the contract, that they were to put in a 24-ton mill. 

Mr. Warren. Was it your understanding that Mr. H. R. Fischnaller 
clearly understood that the 24-ton mill was to be installed ¢ 

Mr. Tuurrext. Yes, sir. 

Mr. Warren. You don’t think there was any doubt about that? 

Mr. Tuurtetu. No, sir. 

Mr. Warren. What was your understanding as to DMA’s and 
GSA/’s respective responsibility in the drawing of the contract? 

Mr. Tuurreti. The final execution of the contract was the respon- 
sibility of GSA. In preparing the recommendation to DPA it was the 
responsibility of the DMA. It was our opinion anyway that if the 
terms of the contract were not acceptable to GSA we had the authority 
to change them, but we would not do that without the concurrence of 
the Defense Minerals Administration. 

Mr. Warren. What responsibility did you have with regard to the 
statements set forth in the application ? 

Mr. Tnurteiy. None. 

Mr. Warren. You considered after DMA had made the recommen- 
dation to you that you had no responsibility in that respect, GSA had 
no responsibility ? 

Mr. THurte.t. I would say we had no responsibility in the matter 
of the investigation of the statements set forth in the application. 
That was the responsibility of the Defense Minerals Administration. 

Mr. Warren. Who had the responsibility of checking the title of the 
property ? 

Mr. Trurtetu. I would assume that the Defense Minerals Adminis- 
tration did. 

Mr. Warren. You would assume that on what basis? 

Mr. THourtretx. On the basis that they were the ones making the 
report as to the feasibility of the program. 

Mr. Warren. Who was lending the money, guaranteeing the loan. 

Mr. Tuurtett. The General Services Administration. 

Mr. Warren. Do you know whether DMA said that GSA was to 
do it? 

Mr. Tuourrety. No, sir. 

Mr. Warren. Was there any discussion between GSA, you, and the 
head of DMA or its employees? 

Mr. THurtety. No, sir. 


Mr. Warren. With regard to title? 
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Mr. Tuurreit. No, sir. 

Mr. Warren. No discussions ? 

Mr. Trurrexh. No, sir. 

Mr. Warren. At that time is it your understanding that no check 
was made of the title ‘his property? 

Mr. Tuurrett. 1c ¢ answer that question. I don’t know. 

Mr. Warren. Did you receive any record indicating that the title 
had been checked from DMA? 

Mr. TuHourrect. Nothing other than I believe a telegram that was 
issued by the Production Expansion Division to the bank in Seattle 
and the reply to it. I am going on recollection only, that they had 
exercised an option to purchase the property. 

Mr. Warren. How could you enter into a production contract with 
a limited production if there was any production at the United States 
Tin Corp. mine? Wasn’t it a production contract ? 

Mr. Tuurre.t. Yes, sir. 

Mr. Warren. On what was that based ? 

Mr. TuHurrey. It was based on the report that they had a placer 
mine operation, that they had brought in tin and tungsten concen- 
trates from operations of previous summers, or two summers, that 
they had intended to go into an underground operation. 

Mr. Warren. The placer operation was not considered in this con- 
tract, was it? 

Mr. Tuurtet.. It was considered in entering into the contract. 

Mr. Warren. Was it considered in the terms of the contract? 

Mr. Tuurrett. I don’t think so. 

Mr. Warren. Insofar as this particular contract is concerned, on 
what basis did you figure that you would get the production? The 
production wasn’t in effect at that time. 

Mr. Tuurret,. The program—— 

Mr. Warren. There wasn’t even a hole in the ground then, was 
there? 

Mr. Trurretu.- As far as I know, that was all. The program was 
intended to expand the production of tin and tungsten in the con- 
tinental United States, and that was the method we had determined 
to do that. 

Mr. Warren. What other person did you contact or did you contact 
any other persons with regard to this matter outside of the Govern- 
ment ? 

Mr. Tuurrety. No, sir. 

Mr. Warren. Did you receive any instructions from within the 
Government ? 

Mr. Tuurrety. What do you mean by “instructions,” sir ¢ 

Mr. Warren. Did anyone else contact you from within the Gov- 
ernment ¢ 

Mr. Tuurretn. We had meetings with—specifically, I can recall one 
meeting, after I had prepared the recommendation 

Mr. Warren. What was the date of that meeting? 

Mr. Trrurrety. It was either the last day or two in February or 
the first of March. 

Mr. Warren. Who attended? 

Mr. Tuurtety. That was attended by Mr. Eberly of our office, my- 
self, Charlie Merrill, Miss Cooper from the Office of the Secretary and 


Mr. Kadow. 
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Mr. Warren. Mr. Kenneth J. Kadow? 

Mr. THurretu. Yes, sir. 

Mr. Warren. Was that the first time you had met Mr. Kenneth J. 
Kadow ? 

Mr. THurre.L. The first and only time I met him. 

Mr. Warren. You never talked to him thereafter ? 

Mr. THurtewn. No, sir. 

Mr. Warren. What conversation did you have with Mr. Kadow 
at that time? : 

Mr. Tuurret.. I don’t believe I had any. 

Mr. Warren. Your conversation was just with the group? 

Mr. TuurretL. My conversation was with the group and mainly 
with Miss Cooper. 

Mr. Warren. Why was Mr. Kadow there? 

Mr. Tuurreiy. I don’t know. 

Mr. Warren. Who did he represent himself to be? 

Mr. Tuurrety. An employee of the Department of the Interior. 

Mr. Warren. Did he ever give you any indication that he intended 
to go with the United States Tin Corp. ? 

Mr. Tuurrett. No, sir. 

Mr. Warren. Did you ever hear it from any other source ? 

Mr. Turret. No, sir. 

Mr. Warren. The record indicates on the same date, March 2, 1951, 
that the Secretary of the Interior requested the DPA to certify to the 
United States Tin Corp. loan, that the DMA Production Expansion 
Division, Director, Mr. Mittendorf, directed Mr. Hofflund, DMA Gen- 
eral Counsel, to propose a draft of the contract and a loan certification 
to GSA. Exactly how did you and Mr. Hofflund work with this 
contract ? 

Mr. THurtett. Mr. Hofflund and I work very closely together at 
that time. One or the other of us prepared such documents. That one 
in particular I dictated. It had the concurrence of Mr. Hofflund, Mr. 
Mittendorf and Mr. Boyd before it went up to the Secretary’s office. 

Mr. Warren. In the course of drawing up these contracts did you 
confer with Mr. Elliott or others with regard to the terms of the 
contract ? 

Mr. Tuurrett. Usually. I can’t recall that specific case. I would 
say always. 

Mr. Warren. Can you recall any person that you conferred with in 
regard to the contract? 

Mr. THurtetn. There was another attorney in the office with me 
at that time. I think he did the actual drafting of this particular 
contract. 

Mr. Warren. What was his name? 

Mr. Trourreit. Robert Caulfield. 

Mr. Warren. Was it customary to await formal certification from 
DPA before proceeding with the contract ? 

Mr. Tuurrett. Before executing one, yes. 

Mr. Warren. Was that done in this case? 

Mr. Tuurtetu. Yes, sir. 

Mr. Warren. Did you proceed to draw it before the formal cer- 
tification ? 

Mr. THurtTe.u. Yes, sir. 
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Mr. Warren. During the preparation of the contract did Mr. Fisch- 
naller contact you frequently f 

Mr. Tuurrety. A number of times. 

Mr. Warren. Will you state the approximate dates, or the exact 
dates if you can recall, and the substance of those conversations? 

Mr. Tuurre.., I can’t recall the exact dates. They were during the 
later part of February and the early part of March 1951. 

Mr. Warren. What was discussed ? 

Mr. Tuurre.u. Merely the terms of the contract. 

Mr. Warren. Where were the meetings held ? 

Mr. Tuurres. Either in my office or Mr. Ellis’ office or Mr. Hoff- 
lund’s office. I don’t know. 

Mr. Warren. Did you ever go out to dinner with Mr. Fischnaller 
and discuss business outside the office ? 

Mr. Tuurretu. No, sir. 

Mr. Warren. Were there any serious objections raised by Mr. H. R. 
Fischnaller as to the terms of the contract ? 

Mr. Tuurreyt. Not that I know of. 

Mr. Warren. Have you now covered in detail the conversations with 
regard to the 24-ton mill? Do you recall anything else in connection 
with that? 

Mr. TuHurtewy. No, sir. 

Mr. Warren. When the contract was signed between the Govern- 
ment and the United States Tin Corp. who signed the contract for 
the Government ? 

Mr. Tuourrett. Mr. Walsh signed it, or at least his name appeared 
on the signature. At that time I was in the State of Nevada. 

Mr. Warren. Insofar as the agreement that you previously referred 
to between the Secret: wry of the Interior and the Administrator of the 
General Services Administration, which I believe was January 9, 1951; 
is that correct ? 

Mr. Tuurre.t. I believe it is. 

Mr. Warren. What was your understanding as to what that agree- 
ment provided ? 

Mr. THurreit. Well, it provided just as is set forth in the agree- 
ment, that the General Services Administration would provide attor- 
neys, operating personnel, and necessary clerical staff to help to pro- 
mote this program, that it would be physically located in the Depart- 
ment of the Interior Building and I believe the office equipment and 
furniture was to be furnished by Interior, and that we were to par- 
ticipate in the negotiations and assist in drafting the documents. 

Mr. Warren. Is it your understanding that the De partment of the 
Interior did not have any authority to guarantee a loan or make a 
loan ¢ 

Mr. Tuurre i. Well, let us put it like this: The Department of the 
Interior was a guaranteeing agency under the terms of the Defense 
Production Act and Executive Orders 10161 and 10200, 

Mr. Warren. The Department of Interior or General Services Ad- 
ministration ¢ 

Mr. Tuurrett. Both. And they did have authority to guarantee 
loans, but the Defense Minerals Administration as such did not have 
such authority. That is my recollection of the way those acts and 
Executive orders read. Any guaranteeing agency has the authority 
to guarantee a loan. The Department was one such agency. 
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Mr. Warren. It is my understanding that there has been testimony 
here to the effect that the Department of the Interior did not have 
authority to guarantee loans. 

Mr. Turret. I think they were under a misapprehension and 
meant that the Defense Minerals Administration did not have such 
authority. 

Mr. Warren. That is under the Defense Production Act that they 
have the authority; you think? 

Mr. THurTetL. Yes, and the Executive orders. 

Mr. Warren. And the Executive orders that have been referred to 
are 10161 and 10200? 

Mr. THurrevu. Yes, sir. 

Mr. Warren. So far as this particular contract is concerned, would 
you say that the General Services Administration was the only agency 
which could guarantee contracts or make the loan as between GSA 
and DMA? 

Mr. THurre.n. Yes, sir. 

Mr. Warren. Would you say that this made the General Services 
Administration the sole Government agency responsible for the con- 
tract and the applicant’s performance under its provisions ? 

Mr. Tuurreti. Well, I couldn't say that because we would have no 
authority to enter into such a contract and make such a loan without 
the recommendation of DMA and the certification from DPA. 

Mr. Warren. Was there any understanding as to who would carry 
forward on the loan once it had been made, who would supervise it? 

Mr. Tuurretu. I think that had better be answered by our fiscal 
people rather than me. Frankly, I don’t know. 

Mr. Warren. Don’t you think that was important to know in draw- 
ing the contract ? 

Mr. Tuurre... I can give you my opinion if you wish. 

Mr. Warren. Would you give us your opinion? 

Mr. Tuurrett. My opinion would be that the management of the 
contract would be the function of the General Services Administration. 

Mr. Warren. Did the General Services Administration have the 
organization at that time for checking and supervising the perform- 
ance under this contract; do you know ? 

Mr. Tuurrexy. I don’t know. 

Mr. Warren. Was it GSA’s practice to consider its responsibility 
ended upon the completion of a negotiated contract without any ar- 
rangement for supervising its execution ? 

Mr. Tuurtett. I should think not. 

Mr. Warren. Do you know whether any arrangement was ever made 
to see that the act complied with the terms of this contract? 

Mr. Tuurret. I do not. 

Mr. Warren. Would you state what the Government expected to 
realize under this contract? 

Mr. Tuurtett. The Government expected to realize an expanded 
production of tin and tungsten on the continental United States that 
could not be cut off in the event of a war with Russia, or might not 
be cut off. 

Mr. Warren. Was the fact that this mine was located 10 minutes by 
jet plane from Siberia discussed in connection with entering into this 
contract ? 
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Mr. Tuurrett. The matter was discussed before entering into this 
contract that the United States Tin Corp. could not get commercial 
banking loans due to the fact that the location of the mine was on the 
Seward Peninsula some 90 miles northwest of Nome. 

Mr. Warren. Did the Department of Defense or any other agency 
pass on this particular matter? 

Mr. Tuurret,. Not to my knowledge. 

Mr. Warren. That wouldn’t be the only reason that the bank 
wouldn’t make the loan? 

Mr. Tuurrety. There could be other reasons. It so happens that I 
happened to have been out in Colorado for the past 3 years and, gen- 
erally speaking, banks make no loans on mines, 

Mr. Warren. Did you have a copy of the two applications which 
were filed by the United States Tin Corp. at the time you drew the 
contract ¢ 

Mr. Truurrett. Mr. Mittendorf testified that the Expansion Pro- 
duction Division received only the field report and the report from 
the Nonferrous Metals Committee. I frankly can’t remember whether 
or not the two applications were present at that time. I have seen 
them since, since I came here this week. 

Mr. Warren. Can you recall whether or not you had the list of 
the equipment that was attached to the application dated February 14, 
1951? 

Mr. Tuorrety. I don’t remember. 

Mr. Warren. Do you know whether the specific equipment was con- 
sidered for the 24-ton mill? 

Mr. Tuurtety. I remember in discussions with Mr. Fischnaller that 
he had stated that he had located the necessary equipment, that the 
Denver Equipment Co. at Denver, Colo., was going to be able to fur- 
nish it if the V-loan went through. 

Mr. Warren. That was the company which had furnished a list 
of equipment prior to the time the contract was entered into; is that 
correct ? 

Mr. Tuurrett. I think it is correct, but I don’t know whether I saw 
it at all. 

Mr. Warren. And that was a 24-ton per day capacity ? 

Mr. Turret. Yes. 

Mr. Warren. Or 25-ton; sometimes referred to as 24-ton a day and 
sometimes 25-ton ? 

Mr. Tuurrett. In all our discussions it was considered that a 24-, 
25-ton mill would be put in. 

Mr. Warren. Was any consideration given in drawing the con- 
tract to possible stock speculation by the officials of the United States 
Tin Corp. ? 

Mr. Tuurrety. No, sit 

Mr. Warren. It was my understanding that a section was omitted 
that had been considered. 

Mr. Tuvrrett. I can’t answer anything about it. I really don’t 
know. 

Mr. Warren. Perhaps that was in an amendment. You did not 
have anything to do w = the amendment; did you? 

Mr. Turret. No, si 
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Mr. Warren. Has it been a practice of the General Services Admin- 
istration to consider stock speculation in connection with drawing 
contracts ¢ 

Mr. Tuurre... I really don’t know. I don’t believe so. 

Mr. Warren. Did you ever consider it in a contract you drew or 
assisted in drawing? 

Mr. Tuurretx. No, sir. I do remember seeing some prohibitions 
against it in some contracts. Thet is all. I have had very little con- 
nection with stockpile contracts. 

Mr. WarrEN. What were those prohibitions ? 

Mr. TuHurre.u. I don’t remember. 

Mr. WarkeEN. Can you recall Mr. H. R. Fischnaller or Mr. Kenneth 
J. Kadow or any other representative of United States Tin Corp. 
stating at any time during the negotiations that a mill of 100-ton 

capacity and of used en might be installed ? 

Mr. Tuurte... No, si 

Mr. Warren. When did you first learn that a mill of 100-ton capac- 
ity and used equipment had actually been installed ? 

“Mr. Tuv RTELL. Monday of this week. 

Mr. WaArrEN. Were you aware at the time this contract was drawn 
that there was an outstanding contract entered into between, I believe, 
Mr. A. F. McIntosh, H. R. Fischnaller, and F. H. Furey with the 
owners of the Lost River mine property agreeing to construct a mill 
of 100-ton capacity? 

Mr. THurteE.L. No, sir 

Mr. Warren. Did you check the records to find whether or not there 
was recorded such an item ? 

Mr. THurre.u. No, sir. 

Mr. WarrkEN. Do you know whether DMA checked the record ? 

Mr. THurRTELL. Only what testimony I have heard here. 

Mr. WarrEN. You received no indication of that in any commu 
nication that you received from DMA? 

Mr. TuurrTe.u. No, sir. 

Mr. Warren. Whose responsibility do you think it was to check 
that record ? 

Mr. THurTELL. It would either be the responsibility of the Defense 
Minerals Administration, or in granting a V-loan the responsibility 
of the bank granting such loan. 

Mr. WarkEN. You say that Mr. Kenneth J. Kadow when he con- 
tacted you represented himself to be with the Department of the 
Interior ? 

Mr. Turret. Yes, sir. 

Mr. Warren. From the Secretary’s office or the Assistant Secre- 

tary’s Office? 

Mr. Tuvrretu. I don’t believe that I had any knowledge from what 
office he might have come. 

Mr. Warren. When did you learn that he had gone with the United 
States Tin Corp. as executive vice president ¢ 

Mr. THurre.t. Monday of this week. 

Mr. Warren. What was your reaction when you heard that? 

Mr. Tuourreu. I was surprised. 

Mr. Warren. You are sure that you had not heard it prior to this 
week? What time did you leave W ashington to go to Denver? 
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Mr. Tuurrtet. I left Washington May 10, 1951. 

The Vice Cuarrman. Thank you very much, Mr. Thurtell, for your 
testimony, and that concludes it. 

Mr. Tuurtetn. Thank you, sir. 

The Vice CuatrmMan. Counsel, do you have some witnesses for 
Monday ? 

Representative Brown. Mr. Chairman, I would like for the record 
to show the amount of money that has been loaned to this company 
and guaranteed by the Government. Is this correct. V-loans were 
made of $155,000. That is guaranteed by the Government; is that 
right? 

Mr. Warren. As I understand it, Mr. Brown, on the original V- 
loan, the original V-loan was for approximately $375,000. There 
vas actally about $275,000 of that loaned. Of that amount, I under- 
stand that $155,000 is now outstanding on that loan. 

Representative Brown. They made two loans, as I understand. 
One was made for $155,000, in October, $120,000, and that makes 
$275,000; is that correct ? 

Mr. Warren. Yes, sir. 

Representative Brown. That is the V-loan. 

Now I want to show you the dates and years. It is my understand- 
ing that direct Government loans were made, that one was made No- 
vember 1951 for $35,000. One was made December 1951 for $325,000. 
One was made July 1952 for $940,000. One was made in April 1953 
for $1,300,000, totally $2,875,000. 

Mr. Warren. The last date was May of 1953? 

Representative Brown. April. 

Mr. Warren. Those figures are correct. 

Representative Brown. Has there been any interest paid on any 
of these direct Government loans? 

Mr. Warren. It is my understanding that the interest on the V- 
loan has been paid by the Government to the Seattle Trust & Savings 
Bank. 

Representative Brown. No interest has been paid on these direct 
Government loans, which amount to around $2,875,000 ? 

Mr. Warren. Not to my knowledge. 

Representative Brown. That is all. 

The Vick Cuatrman. Are those represented by notes in each case? 

Mr. Warren. Yes, sir. 

The Vice CuatrMan. They are all overdue now, are they? 

Mr. Warren. We will have to develop that with GSA, I suppose. 

The Vice CHarrMan. We will recess until 10 o’clock Monday morn- 
ing. We will meet next Monday morning in the District of Colum- 
bia committee room on the Senate side. The witnesses we have 
scheduled are P. W. Jordan, Director, Credit and Finance Division, 
General Services Administration; R. D. Mason, former Assistant to 
the Director, Credit and Finance Division, General Services Admin- 
istration; J. S. Nicolls, Assistant Director, Credit and Finance Divi- 
sion, General Services Administration; and Clifford Smith, auditor, 
San Francisco office, General Services Administration. 

(Whereupon, at 11:55 a. m., the hearing was recessed until Monday, 
July 12, 1954, at 10 a. m.) 
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MONDAY, JULY 12, 1954 


Untrep States Conaress, 
Jorn CoMMITTEE ON Derense PRopuctIoN, 
Washington, D. C. 

The joint committee met, pursuant to recess, at 10:10 a. m., in the 
District of Columbia room, United States Capitol, Representative 
Ralph A. Gamble (vice chairman) presiding. 

Present: Representatives Gamble and Brown of Georgia. 

Also present, Harold J. Warren, counsel; Allen E. Pierce, staff di- 
rector; and Carmine Bellino, accounting consultant. 

The Vick Cuarmman. Is Mr. P. W. Jordan, Director, Credit and 
Finance Division, General Services Administration, present? Will you 
step up? 

Do you solemnly swear the testimony you are about to give will be 
the truth, the whole truth, and nothing but the truth, so help you Ged ¢ 

Mr. Jorpan. I do. 

The Vice Cuarrman. Will you tell us your name, address, and 
where you live, and so forth, and then outline your duties? 


TESTIMONY OF PHIL W. JORDAN, ASSISTANT COMPTROLLER, 
CREDIT AND FINANCE DIVISION, AND CLIFFORD SMITH, AUDI- 
TOR, INTERNAL AUDIT DIVISION, GENERAL SERVICES ADMIN- 
ISTRATION 


Mr. Jorpan. My name is Phil Jordan. I live at 7915 Radner Road, 
Bethesda, Md. I am the Assistant Comptroller for the General Serv- 
ices Administration, in charge of the credit and finance activities. 
Generally, our duties are to assist the contracting officers of GSA by 
looking into the credit background of the people we propose to do 
business with, making credit investigations and handling loans to such 
contractors. 

The Vice Cuatrman. How long have you been in this capacity ¢ 
Mr. Jorpan. Since 1949, July. 

The Vice Cuarmman. Then as far as the United States Tin Corp. 
concerned, you have been on this from the beginning, have you ? 
Mr. Jorpan. Yes, sir. 

The Vice CuHairMan. Counsel, will you take over? 

Mr. Warren. Mr. Jordan, will you state the amount of money that 
has been loaned to the United States Tin Corp. or guaranteed from 
November 18, 1950, the date the application was filed, according to 
each contract and the amendment? 
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Mr. Jorpan. The company had a private bank loan guaranteed by 
the Government, the percentage of the guaranty being 90 percent. 
The disbursements under that loan aggregated approximately ¢ $275,- 
QUO. 

Mr. Warren. The total amount of the loan before any disburse- 
ments were made as in the contract is how much ? 

Mr. Jorpan. The original authorized loan was $374,400, and it was 
reduced to $275,000. 

The Vice Cuatrrman. What do you mean by a private loan? 

Mr. Jorpan. This is private money put up by the Bank of Seattle 
Trust & Savings. 

The Vice Cuarrman. The guaranty at the time? 

Mr. Jorpan. Sir? 

The Vice Cuatrman. That was guaranteed; was it? 

Mr. Jorpan. Yes. It is a separate contract between the Govern- 
ment and the lending institution agreeing to share losses propor- 
tionately. 

Mr. Warren. es ill you state the amount that was provided for in 
amendment No. 1, the date, and the amount actually loaned ? 

Mr. JorDAN. Reishee nt No. 1 provided for advance payment by 
the Government in the amount of $35,000, which I understand is the 
actual amount disbursed. 

Mr. Warren. What was the date of that? 

Mr. Jorpan. That amendment was dated November 28, 1951. 

Mr. Warren. Will you state the amount of amendment No. 2, the 
date, and the amount actually loaned ? 

Mr. Jorpan. Amendment No. 2 was dated December 19, 1951, and 
authorized monthly advances not to exceed $325,900. 

Mr. Warren. Was all of that advanced ? 

Mr. Jorpan. The actual disbursement, I believe, was something 
slightly less than that. Ido not have the exact figure. Just a second. 
I don’t have that. 

Mr. Warren. Practically all of that was disbursed ? 

Mr. Jorpan. Approximately all of it. 

Mr. Warren. That is amendment No. 2? 

Mr. Jorpan. Amendment No. 2. 

Mr. Warren. Will you state what amount was authorized under 
amendment No. 3, the date of the amendment, and the amount actually 
disbursed ? 

Mr. Jorpan. Amendment No. 3 was dated August 5, 1952, and 
authorized advances not to exceed $940,000. 

Mr. Warren. Was all of that advanced ? 

Mr. Jorpan. Just speaking from memory, I know that it was not all 
advanced, and the figure was probably in the neighborhood of $900,000. 
It was actually $861,809.30. 

The Vick CuHairman. These were direct loans made by the Govern- 
ment; weren’t they ¢ 

Mr. Jorpan. Yes. 

Mr. Warren. Will you state how much was provided or authorized 
in amendment No. 4, the date of amendment No. 4, and the amount 
actually loaned ¢ 

Mr. Jorpan. Amendment No. 4, dated May 14, 1953, authorized 
advances not to exceed $1,300,000, which were in the nature of monthly 
advances through July of 1954. 
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Mr. Warren. Do you have the figure for how much was actually 
advanced ? 

Mr. Jorpan. No,sir. Through January of this year was $827,206.25. 

Mr. Warren. Would you supply for the record the latest figure? 

Mr. Jorpan. Yes, sir. (See p. 525.) 

Mr. Warren. Mr. Jordan, as the credit and finance officer of GSA, 
did you have the responsibility of disbursing funds on the loans which 
had been made to the United States Tin Corp. ? 

Mr. Jorpan. We had the responsibility to review the requests for 
the drawing of funds at periodic intervals and authorizing their dis- 
bursement. 

Mr. Warren. Will you state what constitutes the authorization for 
the payment of funds in your office? 

Mr. Jorpan. It is in memorandum of authorization to our Account- 
ing Division to initiate the proper voucher to draw the check. 

Mr. Warren. Who makes up the memorandum of authorization? 

Mr. Jorpan. Generally, it is made up by the member of our staff who 
has been assigned that particular case. 

Mr. Warren. Can you state who made up the memorandum or mem- 
orandums of authorizations in this case, the United States Tin Corp. 
loans ¢ 

Mr. Jorpan. There have been four members of our staff who have 
from time to time worked on this case. The first gentleman was Mr. 
Walter M. Day. The second was Mr. Robert D. Mason. The third was 
Mr. John S. Nicoll. The fourth is Mr. Johnston Russell. 

Mr. Warren. Will you state in each one of these loans who made up 
the memorandum of authorization? 

Mr. Jorpan. Well, these loans were not all disbursed at one time. 
They were disbursed monthly, and—— 

Mr. Warren. Would there be a memorandum of authorization for 
each month? 

Mr. Jorpan. Yes, sir. 

Mr. Warren. Did they review the contract in making up the memo- 
randum of authorization ? 

Mr. Jorpan. Yes, sir. 

Mr. Warren. On what basis could your office disburse funds for a 
100-ton mill when the contract authorized a 25-ton mill? 

Mr. Jorpan. The funds disbursed at that time were those under the 
V-loan. When the contract was amended, it is apparent that the peo- 
ple working on the amendment were aware of the fact that the con- 
tractor had used the V-loan proceeds 

Mr. Warren. What about the first funds that were expended under 
the V-loan? What was your statement, again? You say they were or 
were not? 

The Vice Cuatrman. He didn’t finish. 

Mr. Jorpan. That they were. It is apparent they were aware at 
the time the contract was amended that the contractor had used the 
V-loan proceeds to construct a 100-ton mill on the basis that by buying 
used machinery they could accomplish it for the same capital outlay 
as was authorized in the V-loan, which had a dollar limitation for 
capital equipment. 

Mr. Warren. Mr. Jordan, I will ask you to identify this contract, 
state the date that it was entered into, who signed it on behalf of 
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the General Services Administration and on behalf of the United 
States Tin Corp. 

Mr. Jorpan. May I answer the other question, Mr. Warren, before 
I do so? 

Mr. Warren. Yes, sir. 

Mr. Jorpan. The other question, if I recall correctly, was concern- 
ing the bank’s disbursements under the V-loan as being in conflict with 
the limitation of a 25-ton mill. 

The bank disbursements would be in accordance with the provisions 
of that loan that that bank had made with the borrower, which I do 
not believe contained any restrictions relative to the size of the mill. 
That was merely in the contract. The disbursement of funds under 
the bank credit could have been made without violating the contract 
and evidently was. 

Mr. Warren. We will come to that ina minute. Will you identify 
that contract that I handed you? 

Mr. Jorpan. This is a contract No. GS—OO (D) 520, between the 
United States of America and the United States Tin Corp., entered 
into the 23d day of March 1951, between the United States of Amer- 
ica, acting by and through the Administrator of GSA, and the United 
States Tin Corp., and executed for the Government by Mr. A. J. 
Walsh, and executed by Mr. H. R. Fischnaller, president. 

Mr. Warren. That is the first contract that was entered into between 
those parties that you have named ? 

Mr. Jorpan. Yes, sir, so far as I know. 

Mr. Warren. You identify that as the contract, can you not, from 
which funds were disbursed ? 

Mr. Jorpan. Yes, sir. 

Mr. Warren. Can you identify this contract dated the 15th of May 
1951? 

Mr. Jorpan. This is a loan agreement entered into at Seattle, Wash., 
on the 15th day of May 1951, between the United States Tin Corp. and 
the Seattle Trust & Savings Bank, a Washington corporation. 

Mr. Warren. Who is it signed by and who guaranteed the loan? 

Mr. Jorpan. It is signed by Mr. H. R. Fischnaller, president, United 
States Tin Corp., and ‘I believe by K. Winslow, vice president, Seattle 
Trust & Savings Bank. 

Mr. Warren. Is the guarantee agreement made a part of that con- 
tract ¢ 

Mr. Jorpan. Yes, sir. 

Mr. Warren. Will you state who signed the guarantee agreement ? 
It is further over in that same document. 

Mr. Jorpan. The guarantee agreement was executed by the Federal 
Reserve Bank of San Francisco, as fiscal agent of the United States, 
by an officer who is vice president, and the signature is not clear, but 
I would presume it is Mr. Leisner, and by the Seattle Trust & Savings 
Bank by Mr. K. Winslow, Jr., vice president. 

Mr. Warren. By anyone else? 

Mr. Jorpan. Attested by Mr. Steen, cashier. 

Mr. Warren. Is it guaranteed by the General Services Adminis- 
tration ? 

Mr. Jorpan. Right. 

Mr. Warren. Who signed for General Services? 
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Mr. Jorpan. The General Services Administration is named as the 
guarantor, and the contract is executed by the Federal Reserve Bank 
of San Francisco as fiscal agent. 

Mr. Warren. Where was this contract prepared ¢ 

Mr. Jorpan. This contract was prepared in Seattle. 

Mr. Warren. Did you have an opportunity to review it before it 
was signed ¢ 

Mr. Jorpan. Not this particular contract. This is a standard form 
contract agreement. 

Mr. Warren. You did have an oportunity to review the March 23, 
1951, contract ? 

Mr. Jorvan. No, sir. 

Mr. Warren. When was the contract forwarded to your office? 

Mr. Jorpan. After its execution. 

Mr. Warren. Before the disbursement of any funds? 

Mr. Jorpan. Yes, sir. 

Mr. Warren. I would like to read from paragraph 2 of the contract 
dated the 15th day of May 1951, previously referred to: 

And has applied to financing institution for a straight loan in an amount not 
to exceed $98,000, to mature December 31, 1955, to be used for the acquisition of 
fixed assets, and in addition thereto for a revolving credit to mature December 
31, 1954, for an amount which will not exceed an amount to be determined as 
hereinafter provided. 

I would like to read from the second page, section 1 (a) : 

A straight loan of not to exceed $98,000 to mature December 31, 1955, and to 
be used only for the construction or acquisition of fixed assets for use exclu 
sively in connection with the performance of said defense production contract 
No. GA-OO—(D)-520 until said contract is performed. 

Does that not by reference refer to the contract of March 23, 1951? 

Mr. Jorpan. Yes, sir. 

Mr. Warren. Does it not follow that the construction of a mill of 1 
ton an hour capacity would have been required under the contract 
dated May 15, 1951, by reference ? 

Mr. Jorpan. Yes, sir; I think so. 

Mr. Warren. Was it your duty to determine the manner in which 
the funds disbursed by the Seattle Trust & Savings Bank were paid 
out ¢ 

Mr. Jorpan. No, sir. 

Mr. Warren. On what do you base that statement ? 

Mr. JorpaNn. It is the duty of the disbursing bank. 

Mr. Warren. Are you at the present time guarantor ? 

Mr. Jorpan. Right. 

Mr. Warren. Who is going to make up these funds, the extra cost 
involved ? 

Mr. Jorpan. I am not sure I understand the question. 

Mr. Warren. There have been thousands and thousands of dollars 
expended which are the direct result of the failure to carry out this 
part of the contract. Why shouldn’t the General Services Adminis- 
tration be interested in the guaranty agreement to the same extent as 
if they had entered into the contract directly ? 

Mr. Jorpan. The General Services Administration is certainly in- 
terested in all facets of the loan—any financial assistance to this con- 
tractor. Basically, in a guaranteed loan, the purpose or one of the 
purposes of the participation of the private banks and the Federal 
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Reserve banks is first to avoid, or rather, is to rely on the use of private 
sources of financing as distinguished from a direct disbursement of 
Government funds as being less inflationary; and primarily, in order 
that the guaranteeing agencies of the Government, of which there are 
a number, instead of building up staffs to service loans may, in the 
interest of economy, rely on, first, the private banking system to 
service loans and, second, on the Federal Reserve System, who are 
staffed and equipped to perform this servicing function. 

Mr. WARREN. Do you intend to pay out funds for this used gold- 
mine equipment which you have guaranteed to the Seattle Trust & 
Savings Bank, if it is necessary that this obligation be paid by either 
you or the Seattle Trust & Savings Bank? 

Mr. Jorpan. Those funds are to be repaid from production 

Mr. Warren. There is no production, or little production. 

The Vice Cuarrman. There is no administration, either, is there, 
counsel ? 

Mr. Jorpan. It is our understanding from recent communications 
from the Reserve bank, that according to the representations of the 
company there are now on hand sufficient concentrates to pay off the 
balance of this V-loan. 

Mr. Warren. That comes forward to the amendments. It could just 
as well have been that it would not have been paid off, because there 
is not much chance that all of this money will be paid off, so the fault is 
the same. 

Let us say that if the Seattle Trust & Savings Bank is not actually 
paid, do you think that the General Services Administration would 
reimburse the Seattle Trust & Savings Bank? 

Mr. Jorpan. The Seattle bank has its rights as set up in this guaran- 
tee contract with the Federal Government. 

Mr, Warren. What are its rights? 

Mr. Jorpan. Well, there are a number, but basically this is an agree- 
ment to purchase, which requires that upon written demand of de- 
mands made by the financing institution on the Federal bank at any 
time prior to the date of settlement between the guarantor and finan- 
cial institution, the guarantor will purchase from the financial institu- 
tion on the 10th day after the receipt by the Reserve bank of such a 
demand the guaranteed percentage of the unpaid principal amount of 
the loan, less any amounts that have been purchased by the guarantor. 

Mr. Warren. Are you ultimately responsible in the General Serv- 
ices Administration, or is the bank ultimately responsible, for the 
payment of this obligation ? 

Mr. Jorpan. If this obligation is not paid, the General Services Ad- 
ministration will reimburse the bank 95 percent of that portion which 
is unpaid. 

Mr. Warren. How can you escape your obligation in the General 
Services Administration of being the guarantor on this agreement ? 

Mr. Jorpan. We very definitely have an obligation and an interest 
in all the V-loan financing, while relying on the essential servicing of 
the lending bank and on ‘the Reserve bank, we still do not wash our 
hands of it. We e attempt and do service these loans, but rather than 
have a big staff and have examiners of our own, and so forth, we utilize 
the existing facilities of the private banking institution. 

Mr. Warren. Did you receive any copies of disbursements indicat- 
ing that this 100-ton mill was being installed ? 















ca tera res 


cil i thal oiaae ste 


a la i mad 








DEFENSE PRODUCTION ACT 189 





Mr. Jorpan. No, sir. 

Mr. Warren. When did you first know about that? 

Mr. Jorpan. I believe that the first information we had of it was 
in the fall of 1951. 

Mr. Warren. In what way did you receive that information ? 

Mr. Jorpan. Verbally. 

Mr. Warren. From what party? 

Mr. Jorpan. From Mr. Kadow, who came in to consult with GSA 
concerning additional financing. 

Mr. Warren. What was his explanation of the 100-ton mill? 

Mr. Jorpan. His explanation was that their obligation under the 
contract to construct a 25-ton mill did not prohibit them from con- 
structing one larger. 

Mr. Warren. Was that your interpretation ¢ 

Mr. Jorpan. No, sir; I had made no interpretation. 

The Vice CHarrMan. Why not? 

Mr. Warren. Why did you accept his? 

Mr. Jorpan. He had used the V-loan proceeds for this purpose, 
explaining that he could do it for the same amount of money by 
buying used equipment and machinery. 

Mr. WARREN. Did you take any action when he told you that? 

Mr. Jorpan. We had no advice that that action was any violation of 
the loan agreement. 

Mr. Warren. Didn’t you know it was a violation of the terms of 
the contract ? 

Mr. Jorpan. No, sir. 

Mr. Warren. Did you examine the contract at that time? 

Mr. JorpDan. I do not believe the financing institution assumes the 
responsibility to see that a contractor observes all the restrictions and 
conditions of its contract with the Government; no, sir. 

Mr. Warren. Then if they don’t, how can you escape your respon- 
sibility under your contract ? 

Mr. Jorpan. You can’t. 

The Vice CuarrMan. Why didn’t you take some action, then? 

Mr. Jorpan. There is nothing in our files officially or unofficially to 
disclose the nature of the presentation and exactly what, that is, the 
company came in and said, “We have built a 100-ton mill instead of 
a 25.” It merely came up as a matter of discussion, and there seems 
to be an indication that the people who are working on this contract 
felt that if the contractor could put up a 100-ton mill with the same 
capital outlay 

Mr. Warren. Who felt that? 

Mr. Jorpan. I have no way of knowing. 

The Vice CHatrMan, Isn't there some obligation on your part to 
look into a thing like this? You say there is nothing in the files. 
Why isn’t there something in your files? You were put on notice. 
They came back for more money. You could have looked into it 
then. It is a funny kind of administration to me. It amounts to 
none. No one was looking after the administration of it. The thing 
was to get the money and pay it out. 

Mr. JorpaNn. It was looked into in great detail, and at that time—— 
The Vice CHarrMan. When ? 
Mr. Jorpan. When it first came to our attention. 
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The Vice CuAirman. You just said there was nothing in your files 
about it. 

Mr. Jorpan. There is no presentation by the contractor that, “We 
have put up a 100-ton mill.” Our files indicate merely that it came 
to our attention at that time in the course of discussion. The con- 
tractor was in to talk about additional financing. The matter was 
looked into in great detail by the finance man, the contracting officer, 
and by the lawyers and by the engineers. There was no action taken 
of which I am aware in the nature of notifying the contractor that 
he was in default by having taken that action. 

Representative Brown. Who was the lawyer at that time? 

Mr. Jorvan. All of the staff was with General Services Adminis- 
tration, with the exception of the engineer, who was a member of the 
Defense Materials Procurement Agency staff, which had been recently 
formed to take over the Defense Minerals Administration functions. 

Mr. Warren. Were any meetings held in DMPA or GSA with 
regard to the 100-ton mill ? 

Mr. Jorpan. Not to my personal knowledge. 

Mr. Warren. Have you ever heard of any? 

Mr. Jorpan. No, sir. 

Mr. Warren. Mr. Jordan, have the terms of the original contract 
with respect to the 25-ton mill ever been changed in any amendment 
until this day? You did increase the production but you never in- 
creased the size of the 25-ton mill, did you? 

Mr. Jorvan. The increase of the sc ope of the contract by implica- 
tion increases or recognizes the increase of the mill, specifically that 
clause of article I which requires the contractor to install a concen- 
trating mill having a capacity to process 1 ton of ore per hour 
and all other facilities necessary to mine, mill, and ship concentrates 
in sufficient quantities to deliver the tin metal there of the grade and 
specifications herein at certain rates per year 

While the reference to the 1-ton-per-hour mill I do not find changed, 
I find increased the quantities of tin metals to be produced and deliv- 
ered which, by implication, seems to me to increase the capacity of 
the mill or recognize it that it has been increased. 

Mr. Warren. That is not necessarily true, is it? Do you know how 
much the 25-ton mill would have produced? That is a purchase 
contract. It doesn’t say where the tin will come from, does it? Aren’t 
the purchase provisions of the contract entirely separate from the 
25-ton mill? 

Mr. Jorvan. No, sir. This contract is for the contractor to operate 
these facilities and to produce ore concentrates from ores from its 
lode mines. The only way he could produce them would be from 
its own lode mines and its concentrates. 

Mr. Warren. When was the production first increased in an amend- 
ment ? 

Mr. Jorpan. The amendment No. 2. 

Mr. Warren. Then you acknowledged by that that you knew of the 
100-ton mill having been installed at that time, is that true? 

Mr. Jorpan. I think that is apparent, yes, sir. 

Mr. Warren. Did you have a copy of the report of the Nonferrous 
Metals Committee, or did you know why this 25-ton mill was to be 
constructed ? 
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Mr. Jorpan. The files of our office indicate that the files of the 
Defense Minerals Administration were borrowed and studied in con- 
nection with the original V-loan and returned to Defense Minerals 
Administration. 

Mr. Warren. Did you know that the determination to construct 
the mill of 1-ton-an-hour ec apacity was based on certain spec ifie fac- 
tors? For example: (1) Met: allurgy for maximum recovery ; (2) stock 
preparation for increased production; (3) sources of controllable ore 
grades; (4) reliable management and labor force; (5) investigations 
in geology, mining, and metallurgy for profitable expansion. The 
stated purposes of the project make the operation obviously explora- 
tory. 

Did you know that ? 

Mr. Jorpan. I believe that that information, as well as all the in- 
formation of the Defense Minerals Administration’s files was avail- 
able to the contracting officers and to the engineers and to the finance 
people who worked on this case in each step. 

Mr. Warren. What happened in the meantime to make it more fea- 
sible than it was in the beginning? 

Mr. Jorpan. I would say that that is a matter in which a technical 
engineering staff is more competent than I am to pass judgment. 

Mr. Warren. What do you know about it? 

Mr. Jorpan. I know nothing about it. 

Mr. Warren. Who talked with you about it? What engineers dis- 
cussed it with you? 

Mr. Jorpan. This has been discussed with engineers by the name of 
Mann, Bourret, Brussolo, and more recently Mr. Croston. 

Mr. Warren. I would like to quote from Mr. Kenneth J. Kadow’s 
letter to Mr. Jess Larson, Administrator, GSA, dated December 1, 
1951: 

When the 25-ton proposition reached the DMA team at Juneau they were very 
unhappy about it and so stated in a letter written to Mr. Charles Merrill early 
in March. It is my understanding that they recommended the project be denied 
unless approved for at least 100 tons per day. Meetings were held in Seattle 
between company officials and Alaskan DMA personnel, at which time we demon- 
strated with detailed facts and figures that we could put in a 100-ton mill with 
the same expenditure for equipment contemplated in the 25-ton mill if we could 
use reconditioned machinery, and if we were allowed to purchase a portion of 
our inventory requirements from a mine in Alaska that was closing down. 

In the deal we obtained over $80,000 worth of equipment and supplies for 
$8,000 and a subsequent freight charge of about $7,000. It was agreed that this 
was the logical course of action and the plan was followed. 

Do you know anything about that meeting? 

Mr. Jorpan. No, sir. 

Mr. Warren. Did Mr. Kadow ever talk to you about it ? 

Mr. Jorpan. No, sir. 

Mr. Warren. Will you state on what occasions Mr. Kadow con- 
tacted you? 

Mr. Jorpan. If I may, before I answer that question, you asked me 
whether I knew anything about that meeting. I have subsequently 
learned that there was such a meeting, because I saw a communication 
from the company, I believe from Mr. Kadow, to one of the engineers— 
it was either Mr. Tom Lyon, who I failed to mention as one of ‘the engi- 
neers who reviewed this, Mr. Lyon, or Mr. Bourret, or Mr. Mann— 
one, in which he mentioned in this meeting, and there was the first 
knowledge I had of it, when I subsequently saw that letter. 
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Mr. Warren. In speaking of Mr. Bourret, what was his position ? 
He was an engineer, was he not ? 

Mr. Jorpan. Yes, sir. I think I can tell you in just one second. 

Mr. Warren. I think we will get to that later in the questioning, if 
you don’t have that information now. 

Mr. Jorpan. All right, sir. 

Mr. Warren. Will you state your first contact with any person with 
regard to the United States Tin Corp. loan? Who first contacted you? 

Mr. Jorvan. I have looked at our files and my own records of the 
telephone calls and conferences to attempt to establish that. The ear- 
liest record that we have indicates that an application for the guaranty 
had been filed by the Seattle Trust & Savings Bank in the latter part 
of March. 

The Vice CHarrMan, 1951? 

Mr. Jorpan. March 1951. And there was a wire from the Federal 
Reserve to the Board of Governors in Washington which was relayed 
to us concerning the application. 

Mr. Warren. And you had had no personal contact to that time 
with any party interested in the United States Tin Corp. ? 

Mr. Jorpan. No, sir. 

Mr. Warren. At what time were you contacted thereafter, and who 
contacted you ¢ 

Mr. Jorpan. There was a contact with us prior to the discussion of 
the contract on March 23,1951. It is evident from my own files that 
there was such a contact because I had never seen the contract, and 
we had this wire from the Reserve Board and we were talking to the 
contracting officer concerning when the contract was going to clear, 
and trying to get the background of it so that we could handle it when 
we received the matter, because we understood there was considerable 
urgency due to the necessity of making a decision if there was going to 
be a loan guaranty in order for them to draw the funds and take full 
advantage of the summer shipping season. 

Mr. Warren. Who contacted you? 

Mr. Jorpan. The earliest contact that I have a record of is that 
from the Board of Governors of the Federal Reserve. 

Mr. Warren. Who next contacted you? 

Mr. Jorpan. I believe that the next contact outside of our own 
agency was from an administrative assistant of one of the Senators. 

Mr. Warren. Who was that? 

Mr. Jorpan. Mr. Hoff. 

Mr. Warren. Was that Mr. Irving Hoff? 

Mr. Jorpan. Yes; on April 4, 1951. 

Mr. Warren. How many times did Mr. Hoff contact you? 

Mr. Jorpan. Approximately seven. 

Mr. WARREN. What transpired on the first contact that Mr. Hoff 
made with you? Who is Mr. Hoff with? 

Mr. Jorpan. He is administrative assistant for Senator Magnuson. 

Mr. Warren. Of Washington, where the headquarters of this com- 
pany is located; is that right? 

Mr. Jorpan. Yes. Mr. Hoff’s contact was for two purposes. The 
first was to clarify that our office would handle the V-loan application 
when it was received in Washington. The second one was to explain 
that the company had asked that office to clarify for them what seg- 
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ments of the Government would be participating in this so there 
wouldn’t be a lot of lost time. 

Mr. Warren. What transpired in connection with the other con- 
tacts that he made with you? 

Mr. Jorpan. They were all of a similar nature, to explain that the 
interest was not in the company itself but was in the potentialities of 
the development of the mine ralized areas of Alaska, to mere ly ascer- 
tain what action was to be taken on a particular problem. 

Mr. Warren. You said something earlier about the urgency of this 
project. Was the urgency based on Mr. Hoff’s contact with you or 
other contacts, or what was the urgency ? 

Mr. Jorpan. At the time this was being considered in the Defense 
Minerals Administration, which was up to March, before the con- 
tract could be executed, and of course before we could go ahead with 
the V-loan financing, there was the recommendation from Interior 
to the Defense P roduction Administration, and the authority of the 
General Services Administration to carry out those contracting deci- 
sions and the financing decisions were predicated upon the certifica- 
tion of the project by the Defense Production Administration. 

It seems to me that there was some few days before the matter was 
cleared and came to the General Services Administration with direc- 
tion to go ahead with the contract. The urgency at the time was related 
to the necessity that the company was not to lose a year of effort, a 
whole year in getting under production. The urgency was to have 
their financing set up in order that they could buy supplies and equip- 
ment and get them shipped in during the summer months and take ad- 
vantage of as much of the warm weather in Alaska as they could. 

The Vice CuHairman. Did they get it set up during the summer? 
They got it shipped in? 

Mr. Jorpan. Yes, sir. 

The Vick CuarrmMan. Then did they get it set up completely dur- 
ing the summer months? 

Mr. Jorpan. Well, they were delayed, I believe, about 4 weeks by 
a number of matters. They had bad weather. The shipping was 
slow. I understand the company claimed to us that when the ships 
came in they had supplies for the military which were unloaded first 
and held them up approximately 4 weeks in getting started. 

Mr. Warren. The mill was not installed that summer, was it ? 

Mr. Jorpan. I do not know. 

The Vice CHarrman. When did they get into production? That 
is what I was trying to get at. 

Mr. Jorpan. They had some production that summer, and during 
the year 1951 there was some production. 

Mr. Warren. Do you have the production figures or would some- 
one else have those? That is just placer production there, isn’t it? 
That isn’t the 100-ton mill? The mill was not started until June 
1952, and then it shut down; is that correct 

Mr. Jorpan. In 1951 it was all placer production ; yes, sir. 

Mr. Warren. In getting back to the people who contacted you, 
who else contacted you and on what dates? Did Mr. H. R. Fisch- 
naller ever contact you? 

Mr. Jorpan. I do not believe that at the inception Mr. Fischnaller 
was in contact with us at all. Some member of our staff had tele- 
phone conversations with him. 
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Mr. Warren. When did he first contact you ? 

Mr. Jorpan. I don’t believe I ever met Mr. Fischnaller until very 
recently, the last month or so. 

Mr. Warren. In connection with the last loan he is attempting to 
get now / 

Mr. Jorpan. No. He did not contact me on that at all. He merely 
came by to introduce himself, and that is all. 

Representative Brown. At the time that Mr. Hoff contacted you, 
he was not representing the tin company then, was he? 

Mr. Jorpan. No, sir. 

Representative Brown. Just the general public? What was he 
interested in? 

Mr. Jorpan. He was contacting us on behalf of the Senator’s office. 

Mr. Warren. What about Mr. Kenneth J. Kadow. When did he 
contact you ? 

Mr. Jorpan. I believe Mr. Kadow contacted us—I do not have an 
exact record. I am merely referring to a notation on a copy of a 
wire in our files of his name and his position. I am assuming that 
the date of that wire represents the approximate date of his con- 
tract, which was May 8, 1951. 

Mr. Warren. That is Mr. Kadow? 

Mr. Jorpan. Yes, sir. There is a notation 

Mr. Warren. Did he contact you personally ? 

Mr. Jorpan. Yes, sir. 

Mr. Warren. When did he first contact you personally ? 

Mr. Jorpan. Approximately that date. 

Mr. Warren. Will you state what transpired when he contacted 
you? 

Mr. Jorpan. I do not recall. 

Mr. Warren. You don’t recall what was discussed ? 

Mr. Jorpan. No. 

Mr. Warren. What was the purpose of his visit ? 

Mr. Jorpan. In general, the purpose of his visit, I would assume, 
just looking from the record to the correspondence that was being 
handled at that time, was to clarify some details of the V-loan financ- 
ing, and particularly the arrangements to allow the financing institu- 
tion to disburse approximately $59,000 in order that they could buy 
the equipment that was contemplated. 

Mr. Warren. When did Mr. Kadow contact you the second time? 

Mr. Jorpan. October 8, 1951. 

Mr. Warren. What transpired at that time? 

Mr. Jorpan. If my memory serves me correctly, he wanted to bring 
us up to date on what had happened up to that time, but I didn’t talk 
to Sen iG 

Mr. Warren. Who did you refer him to? 

Mr. Jorpan. Mr. Mason. 

Mr. Warren. When did he contact you the third time? 

Mr. Jorpan. November 15, 1951. 

Mr. Warren. What transpired at that time? 

Mr. Jorpan. I do not recall. 

Mr. Warren. What generally transpired when Mr. Kadow con- 
tacted you. He wanted more money; didn’t he? 

Mr. Jorvan. Generally, the purpose of his visits to our office was to 
discuss a great multitude of problems concerning their accounts and 
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their recordkeeping, their reporting to us in detail of the activities 
that were going on, to bring us up-to-date on the problems they had 
encountered and from time to time, of course, to discuss in detail their 
financing requirements, looking toward continued assistance from the 
Government. 

Mr. Warren. Did Mr. Kadow contact you at any time while he was 
employed by the Department of the Interior? 

Mr. Jorpan. No, sir. 

The Vice CHarMan. Were these visits and the information that 
they gave you the result of requests that you had made for this infor- 
mation, or was it just a voluntary action ? 

Mr. Jorpan. It was both, sir, because this problem represented, this 
whole case, a very serious problem for us. It was not undertaken on 
the basis of a sound credit risk. On the contrary, it was an extremely 
poor credit risk and was set up on the very inception as a 100-percent 
loss by reason of the credit risk in the strategic location of the mine, 
right across the Bering Straits. 

‘We had considerable diffic ‘ulty, that is, the Reserve bank did in 
getting good financial information at the time they were considering 
the original loan application. There was a constant effort on our 
part to ‘have the company improve their financial management, and 
improve their reporting, their financial statements and their account- 
ing for funds and the disbursement of them, and these series of con- 
ferences evolved generally around all of those particular problems. 

Mr. Warren. That is the reason they didn’t have any records, be- 
cause they reported verbally ? 

Mr. Jorpan. No, sir; I would not— 

The Vice CHarrMANn. You say you set this up in the beginning as 
a total loss of liability? Did I understand you correctly ? 

Mr. Jorpan. Yes, sir. 

The Vice CuarrMan. How do you mean, you set it up that way? 
You considered that would never pay out? 

Mr. Jorpan. The financing was from Defense Production Act funds, 
which act provides for establishing liabilities on the basis of the prob- 
able ultimate net cost. In this case the poor credit risk and the loca- 
tion of the mine made the project so speculative that any step that 
was taken was established as a 100-percent liability, including the 
Government’s exposure in the V-loan 

Representative Brown. Do you mean to say that they didn’t have 
a record of what they were doing? 

Mr. Warren. The auditor’s report is full of an insufficiency of 
records as to what transpired, which we will show. 

The Vice CuHarrMan. That was at a later date, of course, after 
prodding and insisting and demanding that they get an auditor’s 
report; isn’t that correct ¢ 

Mr. Warren. What is the first auditor’s report, Mr. Smith? 

Mr. Smiru. I made a survey in November 1952 

Mr. WarrEN. The company auditor, when was his first report? 

Mr. SmirH. They started in May of 1951, I believe, was the first 
report. 

Mr. JorpAn. When we amended this contract to provide for the 
advance of Government funds, we inserted a requirement that the 
firm provide us at 6 months’ intervals audit reports of an independent 
firm of certified public accountants. 
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Mr. Warren. Did those reports set forth numerous discrepancies 
time after time and insufficiency of the records and poor business 
judgment in general? 

Mr. Jorpan. I would say those reports reflected the auditor’s eval- 
uation of the sufficiency of the records and accounts of the company. 

Mr. Warren. I would like to read from the auditor’s report, Touche, 
Niven, Bailey & Smart, dated November 9, 1951: 

Due to the inadequacy of accounting procedures, the information necessary to 
properly classify the expenditures is not available. 

They fired that auditor; didn’t they? 

Mr. Jorpan. I do not know. I know they later employed Rankin 
& Stokes. 

Mr. Warren. It further states: 

In view of the above circumstances, we are not able to express an opinion upon 
the financial statements. 

Wasn't that sufficient to put the General Services Administration 
on notice as to what was going on in this company ? 

Mr. Jorpan. It did so. 

The Vice Cuatrman. Put you on notice? 

Mr. Jorpan. Yes, sir. 

The Vice Cuarrman. What did you do about it? 

Mr. Jorpan. We insisted that they employ a firm of public account- 
ants to establish a system, an accounting system, and a manual of ac- 
counting procedures and general company policies and procedures. 

Mr. Warren. Wasn’t this a certified public accountant who made 
this report? 

Mr. Jorpan. Yes, sir. 

Mr. Warren. Why did you permit them to change certified public 
accountants ¢ 

Mr. Jorpan. They did not require permission to change. 

Mr. Warren. Shouldn’t you have the opportunity of approving the 
the accountants? 

Mr. Jorpan. If they are a recognized firm of certified public ac- 
countants, it is our general policy to allow any contractor to make his 
own selection, provided the company is an acceptable company. 

Mr. Warren. We will bring in later the various discrepancies that 
have come out in the various auditors’ reports. But in order to bring 
it down to January 11, 1954, I quote from a letter of that date addressed 
to the United States Tin Corp., attention Mr. Kenneth J. Kadow: 

The report of audit of operations of the United States Tin Corp. rendered by 
Rankin and Stokes for the period ending September 20, 1953, evidences unsat- 
isfactory conditions resulting principally but not exclusively from, No. 1, the 
failure to follow prescribed and appropriate accounting procedures, especially as 
to the issuance of supplies; (2) the failure to account for materials and supplies 
consumed; and (3) the failure to properly identify and segregate the expenses 
of mine development from the expense of the exploration work. The report 
evidences serious deficiencies, the existence of which are unwarranted and the 
continuation of which cannot be condoned. It further indicates that the efforts 


which were heretofore initiated to correct the unsatisfactory situation with 
respect to the maintenance of accounts are now flagging. 


That letter is signed by Mr. Johnston Russell, Director of Financial 
Analysis, Office of the Comptroller. What have you to say with regard 
to that letter? 

Mr. Jorpan. I am aware of that letter, and it was written after we 
received Rankin and Stokes’ report for the period ending September 
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30, 1953. It was one of a number of letters that we dispatched to the 
company, and supplemented by conferences with them to attempt to 
have them do their job, as far as their records were concerned. 

Mr. Warren. Wasn't th: at same type of thing set forth in every audi- 
tor’s report, whether it was a company auditor or a GSA auditor? 

Mr. Jorpan. I think generally every audit report did emphasize the 
deficiencies that the auditors found. 

The Vice CHarman. But you kept right on giving them more 
money when they asked for it irrespec said of what the auditor’s report 
or any other report said ¢ 

Mr. Jorpan. These deficiencies, while certainly far from satisfac- 
tory, are a problem that comes up from time to time in any contract 
or loan administration. This company was operating under severe 
veather conditions in Alaska. 

I notice, in reference to this same report, that Rankin and Stokes 
said they set up their perpetual inventory system and that it fune- 
tioned satisfactorily for a time, but then it broke down by reason of 
changes in personnel at the mine office and warehouse. They were 
having trouble with turnover of personnel who wouldn’t stay on the 
job and would leave, and a small company had difficulty training and 
loins standby No. 2 men to back up in case one of the keymen re- 
signed. They were having very serious difficulty, and it was of a con- 
tinuing nature. But in our view, considering the problems of weather 
and turnover in this type of operation, and timelags in communica- 
tions, dispatching of records from the mine office to the home office, 
and so forth, they were not felt to be serious enough to warrant an, 
efforts greater than those which we took to constantly encourage and 
demand an improvement. 

Mr. Warren. Weren’t all of these sufficient reasons not to advance 
any more money? Why did you continue to advance money time after 
time ? 

Mr. Jorpan. I would say that the continuation of the advances was 
in accordance with the basic objective of the contract and its amend- 
ments. 

Mr. Warren. I beg your pardon? 

Mr. Jorpan. The continuation of the advances were in accordance 
with the basic objectives of the contractual undertaking 

Mr. Warren. What about this $405,000 they want now? That 
would be a continuation, wouldn’t it ? 

Mr. Jorpan. It certainly would. 

Mr. Warren. Do you recommend advancing it because it is 

Mr. Jorpan. I have not analyzed it. 

Representative Brown. This is off the record. 

(Discussion off the record.) 

Mr. Warren. Do you know what the money was expended for? 

Mr. Jorpan. Yes, sir. 

Mr. Warren. Was the money expended for the purpose for which 
they received it? 

Mr. Jorpan. Our auditors who have examined this as of, I believe, 
last September, and I think that is the latest, they were up there in the 
latter part of 1953, found that generally the money had been spent by 
the company in accordance with : the purpose for which it was advanced. 
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Mr. Warren. Didn’t housing go about $50,000 above what you au- 
thorized and came out of something else that you authorized? Didn't 
the water system cost more than you authorized ? 

Mr. Jorpan. I don’t believe that any of these expenditures gener- 
ally—— 

Mr. Warren. You don’t believe. Do you have the record ? 

Mr. Jorpan. Of the expenditures by categories ? 

Mr. Warren. Yes, sir. 

Representative Brown. What about the salaries? Did they keep a 
record of that ? 

Mr. Warren. Did you approve the salary that Mr. Kadow received, 
$1,500 a month ? 

Mr. Jorvan. No, sir. 

Mr. Warren. Why didn’t you? 

Mr. Jorpan. The provision to pay him a salary required approval 
of the contracting officer. 

The Vice Cuarrman. You mean, the contracting officer of the bank? 
What contracting officer ¢ 

Mr. Jorpan. No, sir; of the General Services Administration. 

The Vice Cuarrman. Did he approve it? 

Mr. Jorpan. Yes, sir. 

Mr. Warren. Why would your organization pay Mr. Kadow $1,500 
a month for part-time service a thousand miles away from the Seattle 
office or more than a thousand miles or more away from the mine in 
an office that apparently served no useful pear 

The Vice Cuarrman. What is funny about the loss of $3 million? 

Mr. Jorpan. There isn’t. 

The Vice Cuarrman. I wouldn’t say there was. 

Mr. Jorpan. I don’t know how we would pay him $1,500 a month 
except with the understanding that he was the president of the com- 
pany and was the managing director and he was serving in Alaska, 
and considering the weather and the cost of living, and so forth, that 
that was a salary of some degree of reasonableness. 

Mr. Warren. Mr. Jordan, did you even require that he devote 2 
hours a day to this business in the contract ? 

Mr. Jorpan. No, sir. 

The Vice Cuarrman. Who was the contracting officer you speak 
of Mr. Jordan? Were there different ones during the period of this 
loan or one man? 

Mr. Jorpan. Yes, sir. The contract was originally executed by the 
Commissioner of the Emergency Procurement Service. 

Representative Brown. Did anybody connected with this tin cor- 
poration ever have any experience in this kind of work? 

Mr. Jorpan. Yes, sir. 

Mr. Warren. Who had any experience in this corporation ? 

Mr. Jorpan. Some of the original 

Mr. Warren. When the first loan was granted, who had mining 
experience? Wasn’t Mr. McIntosh the only one, and he wasn’t active 
in the corporation ¢ 

Mr. Jorpan. I don’t know how active he was. He had been in the 
corporation and had been in it for some time. 

Mr. Warren. Have you ever received any correspondence over the 
signature of Mr. McIntosh or seen where he participated in it? 
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Mr. Jorpan. No, sir. At the time of this loan, Mr. McIntosh, 
who was chairman of the board of directors, was reported by the 
Reserve bank in examining the borrower’s history to have been engaged 
in management for most of his lifetime, and been connected with this 
property for a number of years. 

Mr. Warren. Mr. Furey, Mr. Fischnaller, and Mr. Kadow were all 
investment promoters, weren’t they? Did they have any mining 
experience ¢ 

Mr. Jorpan. I do not believe they did, no sir; except Mr. Fischnaller 
had had broad experience in association with the mining industry, 
not as a mining engineer. 

Representative Brown. Where is McIntosh now? 

Mr. Warren. In Seattle. He was one of the three original 

Representative Brown. Is he connected with it now? 

Mr. Warren. A stockholder and director, I believe. Mr. Jordan, 
did you approve or did the GSA approve the contract that the United 
States Tin Corp. entered into with Mr. Kenneth J. Kadow to pay him 
4 months of terminal leave at $1,500 a month ? 

Mr. Jorpan. No, sir. 

Mr. Warren. Isn’t it true that Mr. Kadow is on the payroll and 
drawing Government funds as of this very day? 

My. Jorpan. I understand his terminal leave does run through to- 
day, includes today. 

Mr. Warren. Four months’ terminal leave. Wasn’t he fired for 
sause? Why would you pay him the terminal leave, or why wouldn’t 
you insist in having it agreed to in the contract when the contract 
was signed ? 

Mr. Jorpan. I believe this contract was signed prior to any arrange- 
ments, contractual arrangements between this company and the Gov- 
ernment. 

The Vice Cuatrman. Prior to that, you said ? 

Mr. Jorpan. Yes. 

Mr. Warren. This lending of money, can’t you go over the out- 
standing contracts and decide whether you want to lend money on the 
basis of the contract? 

Mr. Jorpan. Yes, sir. 

Mr. Warren. Did you receive copies of the actions taken by the 
board of directors in this corporation? Did you know what they were 
doing at their meetings? 

Mr. Jorpan. From time to time, we did receive such records of the 
actions of the board of directors. 

Mr. Warren. Did you insist on approving those records before they 
became effective ? 

Mr. Jorpan. Not at the inception, no, sir. 

Mr. Warren. Did you ever insist on it? 

Mr. Jorpan. Yes, sir. 

Mr. Warren. In some way this terminal leave was agreed to, wasn’t 
it? Asa matter of fact, didn’t the General Services Administration— 
go ahead. 

Mr. Jorpan. We did not approve the contract or fail to authorize the 
company to pay him this money. 

Mr. Warren. Why would Mr. Russell have agreed to any such 
payment as that when he went to Seattle? Did Mr. Kadow resign or 
was he fired, or how did he leave the company ? 
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Mr. Jorpan. I believe his resignation was requested by the corpora- 
tion and submitted. 

Mr. Warren. Wasn’t he allowed to resign so he could draw 4 
months’ terminal leave ¢ 

Mr. JorpaNn. I presume the company did not—that the company in 
allowing him to resign met its contractual obliagtion incurred with 
Mr. Kadow some years previously. 

The Vick CuarrMan. Was he fired at your request to the corporation 
or some Government agency ? 

Mr. Jorpan. The General Services Administration sent a represent- 
ative out to Seattle to meet with the board of directors, at which time 
we told them that we felt that the interests of the Government would 
be better served by terminiating Mr. Kadow’s capacity as president 
of the company. 

Mr. Warren. On what did you base that? 

Mr. Jorpan. That action was based on the criticism which had been 
directed to Mr. Kadow in the press and radio and television. 

The Vice CuarrMan. For what? 

Mr. Jorpan. Beg pardon ? 

The Vick Cuatrman. For what? Criticism of what nature? 

Mr. Jorpan. I would characterize all of it as being criticism of poor 
judgment. We felt that without passing judgment on any of that 
criticism that the Government’s interest here would be best served by 
having him removed from the position of operating head of the com- 
pany. It was solely on that basis that Mr. Russell went out and had 
those discussions with the board of directors, and that action was 
brought about as a result of those discussions. 

Mr. Warren. Who approved Mr. H. R. Fischnaller being reinstated 
as president of the corporation ¢ 

Mr. Jorvan. I think about this same time Mr. Fischnaller was 
named by the board of directors at a meeting in which GSA repre- 
sentatives were present. We knew about it, General Services did, and 
it is my understanding that Mr. Fisc hnaller was to serve in that 

capac ity until such time as they could find an experienced man who 
knew something about tin and tin mining and knew something about 
Alaska to take over as operat ing head of the company. 

Mr. Warren. Is it your underst: anding that Mr. Kadow intends 
to return to the presidency y when this hearing is over ? 

Mr. Jorvan. No, sir; that is not my understanding. 

Mr. Warren. On the basis of Mr. Fischnaller’s record, how could 
you agree to putting him back in as president on the basis of the mis- 
representations that he has made to the Government ¢ 

Mr. Jorpan. Mr. Fischnaller was put in with the understanding 
that it was merely temporary, until such time as they could find a 

capable operating head. 

Mr. Warren. Mr. Fischnaller never has been to the mines; has 
he ¢ 

Mr. Jorpan. I do not know. 

Mr. Warren. I would like to ask you if Mr. Kenneth J. Kadow 
came to Washington frequently ¢ Will you state the dates, if you 
have them, that he was in W: ashington. 

Mr. Jorpan. I am sure these are not all inclusive, but the records 


in my office indicate he was here on October 8, 1951, November 15, 
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1951, March 3, 1953, March 5, 1953, March 10, 1953, and March 11, 
1953. 

Mr. Warren. Do those dates, many of them, correspond closely 
with the granting of new loans? 

Mr. Jorpan. Each time this contract was amended to provide for 
further advances of funds Mr. Kadow, I believe, was here. 

Mr. Warren. Were you or do you know of any Government em 
ployee who was entert: ruined by Mr. Kadow during any time he was 
here ? 

Mr. Jorpan. No, sir. 

Representative Brown. Wasn’t a loan granted for over $1 million 
sometime in April or May of 1953? 

The Vice Cuarrman. Yes. 

Mr. Warren. Wasn’t a loan of $1,300,000 granted in April of 1953? 

Mr. Jorpan. No, sir, that was May 14, 1953. 

Mr. Warren. an jong was it before that that Mr. Kadow was 
here? March 11, 1953? 

Mr. Jorpan. Yes , sir. 

Mr. Warren. Who did he talk to about that $1,300,000 loan when 
he was here? 

Mr. Jorpan. I do not have a detailed record, but I assume, and I 
think it is very reasonable, I can’t factually support it, but to the best of 
my recollection he talked to a number of people in the General Serv- 
ices Administration who participated in each of these decisions, and 
those were primarily the contracting officer, the engineers and the 
finance people, and no step in this was taken without full evaluation 
and participation by those elements, and the office of general counsel, 
of course, in the drafting of the contract and the contract amend- 
ments. 

Mr. Warren. Who would you say he did contact? 

Mr. Jorpan. The engineering staff. 

Mr. Warren. Who would he contact there? Who did he contact? 

Mr. Jorpan. From time to time I believe he had conferences with 
Mr. Brussolo, Mr. Mann, Mr. Wesley Bourret, and possibly with Mr. 
Lyon, although I am not certain of that. I know he did have dis- 
cussions with Mr. Brussolo, Mr. Bourret, and Mr. Mann. 

Mr. Warren. In connection with Mr. Brussolo, can you tell me why 
Mr. Brussolo made two trips to the mine a short time apart, and one 
of these loans was granted immediately thereafter ? 

Mr. Jorpan. His ‘trips to the mine, if I understand correctly, were 
for the purpose of an on-the-spot evaluation of the progress 

Mr. Warren. Why did he return so early after he had been there ¢ 

Mr. Jorpan. I believe those trips were 6 months apart. I do not 
know exactly what the significance of the timing was, except that— 
5 months apart. 

The Vice Cuatrman. Did he report on his trips? 

Mr. Jorpan. Yes, sir. 

The Vice Cuarrman. What did he report—satisfactory progress or 
what ? 

Mr. Jorpan. Have you a copy of the report? Is it in writing? 

Mr. Warren. Didn’t he make an adverse report the first time and a 
favorable report the second, one visit being in September and the 
next in January following? 
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Mr. Jorpan. I wouldn’t attempt to characterize the reports from 
memory, Mr. Warren 

The Vice CuatrMan. Have you copies of the reports? 

Mr. Jorpan. Yes, sir. 

The Vice CuarrmMan. We will put them in the record, Mr. Counsel. 
(See pp. 438, 447.) 

Mr. Warren. Mr. Chairman, I suggest also we put in the record the 
contract previously referred to, dated May 15, 1951, between the United 
States Tin Corp. and the Seattle Trust & Savings Bank. 

The Vice CHarrMan. It will be inserted. (See p. 215.) 

Mr. Jorpan. Mr. Warren, may I— 

Mr. Warren. Yes, sir. 

Mr. Jorpan. You asked me whether I had ever been entertained by 
Mr. Kadow or knew of anyone who had been entertained by Mr. 
Kadow, and I said no, which is not correct, because a member of my 
staff has advised me that he has had lunch with Mr. Kadow as 
Mr. Kadow’s guest and Mr. Kadow has been his guest. 

Mr. Warren. Which member of the staff was that? 

Mr. Jorpan. Mr. Nicoll. 

Mr. Warren. As a matter of fact, Mr. Nicoll was entertained very 
frequently by Mr. Kadow, wasn’t he ? 

Mr. Jorpan. I have no knowledge beyond that statement. 

Mr. Warren. Beyond what he told you? 

Mr. Jorpan. What Mr. Nicoll has told me. 

Representative Brown. Off the record. 

(Discussion off the record.) 

Mr. Jorpan. I understand that was on a balanced basis. Mr. Nicoll 
was his guest on some occasions and he was Mr. Nicoll’s guest at others. 

Mr. Warren. What kind of reports did Mr. Nicoll write for Mr. 
Kadow? That is the important part. Of course, Mr. Nicoll can 
testify to that when he is here. 

Mr. Jorpan. Yes, sir. 

Mr. Warren. Did you receive copies of those reports that Mr. Nicoll 
wrote? 

Mr. Jorpan. Yes, sir. 

Mr. Warren. Do you recall any report that was adverse that Mr, 
Nicoll wrote? 

Mr. Jorpan, I felt that his reports evaluated all the pros and cons, 
no, sir. Of course, to the nth degree of perfection, but that they 
attempted to set up not only the unfavorable but the favorable as- 

ects. 

Mr. Warren. Didn't you find that Mr. Nicoll’s reports always stated 
that if so and so transpired that something else would transpire rather 
than stating what the facts were in the report, what the actual facts 
were that existed at the mine? 

Mr. Jorpan. Of course, I recognize, and I am sure that Mr. Nicoll 
did, too, that his reports sitting here in Washington could only be 
based on such information as he had available to him, and they could 
not be construed as firsthand reports of firsthand knowledge of every- 
thing that was going on at the mine, He had to rely on the represen- 
tations of the company until such time as we had our own engineers 
there, at which time he relied on the reports of our own engineers. 

Mr. Warren. Do you know what information his reports were 
based on? 
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Mr. Jorpan. I think the reports themselves contained what in- 
formation they were based on. 

Mr. Warren. Mr. Jordan, I would like to make reference to an ex- 
pense account dated November 1, 1951, through December 238, 1951, 
and I agree with Mr. Brown that I am not interested in whether 
somebody went to lunch with someone, but insofar as this expense 
account. is concerned, it amounts to $1,624.12. 

Representative Brown. That is quite a dinner. 

Mr. Warren. Will you state what you wrote Mr. Kadow with refer- 
ence to this expense account ? 

Mr. Jorpan. May I, Mr. Warren, explain how this matter came to 
our attention ? 

Mr. Warren, Yes, sir. 

Mr. Jorpan. In view of the restrictions in a loan agreement con- 
cerning Mr. Kadow drawing a salary, the Federal Reserve bank in its 
normal administration and servicing brought to the attention of the 
lending institution the fact that there had been a check of $2,465.70 
issued to Mr. Kadow by the corporation, and raised a question as to 
whether or not that was not a violation of the loan agreement. 

In response, the bank explained the circumstances of that disburse- 
ment, which in part was for certain expenses incurred by Mr. Kadow 
for travel and entertainment and reimbursement to him by the cor- 

oration. When we received that information in our office from the 
Federal Reserve Bank of San Francisco, we wrote Mr. Kadow that—— 

Mr. Warren. Will you quote the letter? 

Mr. Jorpan. On April 25, 1952, and stating: 

We wish it clearly understood and ask that you confirm it to us in writing 
that no part of this advance payment or any future payments that may be made 
to your corporation will be used for the purpose of entertaining yourself or 
others. 


In response to that, Mr. Kadow writes on April 28, 1951, and says: 


I enclose herewith my orders to our Seattle office manager and to our mine 
superintendent at Lost River. As of this date no further expense items of busi- 
ness entertainment, including cocktails, lunches, and dinners, and so forth, will 
be paid by the United States Tin Corp. Likewise, we will make no contributions 
to charities, and so forth, until we know your attitude on them. Would appreciate 
an expression of your views on these. 

I had no idea that the standard business practice of company entertainment 
was not allowed. 

Representative Brown. How much had he spent up to that time? 

Mr. Jorpan. The total travel expense, including the entertainment, 
was $1,624, which of course included transportation, et cetera, hotel, 
meals, and I do not know the exact amount that was for entertain- 
ment. 

The Vice Cuarrman. Over what period ? 

Mr. Jorpan. That was over the period of November 1, 1951, to De- 
cember 23, 1951. 

Mr. Warren. Shouldn’t GSA have been interested in all these ex- 
penditures, if they are furnishing the bulk of the money or guaran- 
teeing the bulk of it? 

Mr. Jorpan. Yes, sir, we are certainly interested in any expendi- 
tures that are unnecessary or unwarranted. 

Representative Brown. This was about a month’s duration, wasn’t 
it? 

Mr. Jorpan. Almost 2 months, November 1 to December 23. 
Mr. Jorpan. Almost 2 months, November 1 to D ber 23 
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The Vice Cuarrman. Mr. Jordan, is this a typical case of a defense 
production loan serviced by your organization ? 

Mr. Jorpan. I think this is an unusual—it is complex from a num- 
ber of standpoints. It is the only case where we have a mixture of 
V-loan financing and direct Government advances, and it is compli- 
cated of course by distance, and it is pretty hard to say what is a typical 
case, sir. It certainly has about all the difficulties that you will find 
in any of them. 

The Vice Cnatrman. You have as high a probability of loss in 
some of your other loans as in this one ? 

Mr. JORDAN. No, sir. 

Mr. Warren. Can you give us any other loan where there were as 
many irregularities as in this one? It is in the record. We may as 
well admit it. 

Mr. Jorpan. I would say over 3 years that we have certainly had a 
multitude of problems in this loan of every shade and variety. 

Mr. Warren. Was this expense account paid ¢ 

Mr. Jorpan. Yes, sir. 

Mr. Warren. What was the check number? 

Mr. Jorpan. This was company’s No. 62. It was paid by the com- 
pany at the time their financing was under the private bank loan, 
guaranteed loan. 

Mr. Warren. The Comptroller General would have no control what- 
soever over the United States Tin Corp. in this case, would they, as 
to expenditures ? 

Mr. Jorpan. Yes, sir; they would. 

Mr. Warren. Do they review these expenditures? 

Mr. Jorpan. Not this particular one; no, sir. 

Mr. Warren. Are the expenditures of the United States Tin Corp. 
submitted to the Comptroller General ? 

Mr. Jorpan. I am sure that this contract is subject to audit by the 
Comptroller General. 

Mr. Warren. He would not see the expenditures, would he? 

Mr. Jorpan. He has access to all the books and records and accounts 
of the company. 

Mr. Warren. I will ask you why after 

Mr. Jorpan. I would like to correct that statement. I said I as- 
sumed this is subject to audit by the Comptroller General. It may 
not be. I would have to verify that by examining the contract and 
its amendments. 

Mr. Warren. Some of them are and some of them are not; is that 
correct? That depends on whether you put a clause in the contract 
to that effect ; is that right ? 

Mr. Jorpan. Yes, sir. 

Mr. Warren. Don’t you think you should include that clause ? 

Mr. Jorpan. Yes, sir. 

Mr. Warren. After you wrote Mr. Kenneth J. Kadow the letter 
previously referred to, why did you approve the expenses in lump- 
sum payments which were not itemized? Here is check No. 1387, $500; 
cash, travel, president, $200; National Hotel, president, $250; cash, 
president, $200; National Hotel, $300. 

Mr. Jorpan. We would rely on our audit examination to support 
the propriety of those expenditures for travel. 
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Mr. Warren. Did you ever see what those expenditures were for? 
How would you know they were for travel? They were checks given 
to a hotel in some instances. Couldn’t this have been for entertain- 
ment ? 

Mr. Jorpan. They were identified as travel, and the only way we 
would know they were actually such would be to verify it in detail. 

Mr. Warren. Would a man spend an even $500, even money every 
time for travel? 

Mr. Jorpan. I believe that Mr. Kadow, when he took a trip, or any 
other official of the company, that it was their custom, and permitted 
under their management policies, to draw funds in advance to be 
accounted for at the conclusion of the travel. 

Mr. Warren. Do you know what these funds were spent for ? 

Mr. Jorpan. No, sir. 

Mr. Warren. Isn’t that rather unusual, after writing him dis- 
allowing entertainment expenses, later approving lump-sum payments 
to him? 

Mr. Jorpan. I am not, Mr. Warren—I didn’t catch that question. 

Mr. Warren. You had previously disallowed entertainment ex- 
pense. So in these lump-sum payments you don’t know but what that 
is entertainment expense; do you? 

Mr. Jorpan. We can only rely on our auditors’ verification of the 
expenditures of the funds as being in accordance with the contract. 

Mr. Warren. You do not receive copies of what his expenses are 
for, and you do not approve them; do you? 

Mr. Jorpan. No, sir. 

Mr. Warren. Yet you knew previously that he was expending funds 
for an unauthorized purpose and you so wrote him ¢ 

Mr. Jorpan. At the time he made those expenditures there was no 
contractual restriction, I would say, which prohibited him from mak- 
ing them. As he expressed it in his own letter, he felt that entertain- 
ment was a normal business expense, but we felt that in view of the 
nature of the financing here, the Government supporting the company 
in their financing, that we should have a say-so. With an ordinary 
contract or—— 

Mr. Warren. You didn’t have a say-so in these lump-sum pay- 
ments; did you? 

The Vick CHarrMAN. The Government was doing the entertaining 
of them, when you got down to it, Mr. Counsel. 

Mr. Warren. You were furnishing the money and they were doing 
the entertaining to get more loans; weren’t you ! 

Mr. Jorpan. No, sir. 

The Vice CuarrMan. I would say the taxpayer was paying for 
the entertaining. 

Mr. Warren. Mr. Jordan, don’t you think there is a vast difference 
where the Government puts in the bulk of the money and where pri- 
vate capital is partly invested in the business ? 

Mr. Jorpan, Yes, sir. 

Mr. Warren. Why wasn’t this line of reasoning followed by the 
General Services Administration? It is evident it was not. You let 
the Board of Directors run the show. 

Mr. Jorpan. Our alternative would have been to have stationed a 
resident accountant or auditor 
The Vice Cuarrman. Where? 
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Mr. Jorpan. Probably at all places of company business, which 
would mean that probably there would have to be auditors stationed 
at Lost River and at Seattle, and presumably at Juneau, where they 
were doing some of their buying for purposes of countersigning checks. 
In this case we attempted—instead of having to put a staff out in 
all of those localities which would be a very expensive step—we placed 
a certain degree of reliance on the company to conduct its own affairs 
in a good businesslike manner 

Mr. Warren. If you had rev viewed the : application, you would have 
had no reason to have placed reliance on them, or had you studied 
your file? 

Mr. Jorpan. We wrote into the contract, when we amended it by 
amendment No. 2, quite a series of restrictive provisions. 

The Vice Cuatrman. Were any of them ever carried out? 

Mr. Jorpan. And required that all of the advance payments be de- 
posited in a special account in the Seattle Trust & Savings Bank, 
to be used by the contractor exclusively in the performance of con- 
tract 520. 

The Vice Cuarrman. Wouldn’t you have been better off if you had 
stationed somebody someplace to watch over a bit of this? You 
couldn’t have lost more than $3 million if you had done that? 

Mr. Jorpan. I have no knowledge that these funds drawn for travel 
expenses were used for other purposes. 

Mr. Warren. You have no knowledge that they were not, do you? 

Mr. Jorpan. No, sir; except for the fact that our own audit exami- 
nation found that the funds were used for the purpose for which they 
were advanced, in furtherance of contract 520. 

Mr. Warren. Your audit examination is full of discrepancies, isn’t 
it, many discrepancies? 

Mr. Jorpan. I do not believe there was any question on that score. 
I believe the finding was 

Mr. Warren. I would like to touch on at least one of these loans. 
We will take the largest one, $1,300,000. Did the director of the 
Purchase Division request your office to make an analysis and suport 
on the feasibility of extending another $1,300,000 in March of 1953? 

Mr. Jorpan. I believe so. 

Mr. Warren. What was your recommendation, your letter to Mr. 
Maull, dated March 10, 1953? 

Mr. Jorpan. I do not have a copy of that recommendation with me, 
Mr. Warren. 

Mr. Warren. I would like to read from the second paragraph of 
your letter dated March 10, 1953, directed to the Purchase Division. 





I am sure you realize the request of the contractor for further assistance in- 
volves a matter of policy above the credit aspects of the case— 
and so forth. Here is the copy. Did your recommendation also 
provide that if the Government was to proceed with the loan it should 
provide $154,000 to liquidate the mine-purchase agreement ? 

Mr. Jorpan. Yes, sir. 

Mr. Warren. Will you state your reason for that? 

Mr. Jorpan. At that time I believe there was an opportunity to 
complete the land purchase at a discount, which was beneficial to the 
company, and of course would be beneficial to the Government as their 
major and largest creditor. It was felt that the completion of the 
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land-purchase contract under circumstances where our attorneys were 
satisfied with the transaction and the papers would afford greater 
security for the Government’s investment. 

Mr. Warren. Wasn’t it necessary because of the defect in the title? 
Didn’t this property go through a court proceeding to attempt to 
establish the title to it? 

Mr. Jorpan. I am not familiar with the details of the title transac- 
tions to the land. They were handled by our regional counsel at 
Seattle. 

The Vice Cuarrman. At the time you closed out and bought the 
mine, did you take back a mortgage to cover the Government’s—— 

Mr. Jorpan. Yes, sir. 

The Vice Cuatrman. The reason I asked that is on this new appli- 

cation it referred to a mortgage. I thought you had a mortgage on 
the mine and a chattel mortgage on everything and there wasn‘t any- 
thing left to mortgage. They refer in this to a mortgage. 

Mr. Jorpan. At the inception the company could not give us a first 
mortgage on the property because the title was still in escrow. 

The Vice Cuatrman. They didn’t know it; did they? 

Mr. Jorpan. No. The purpose of taking the mortgage after com- 
pletion, allowing them to complete the land-purchase contract, was 
in order that the Government would have a first mortgage on all the 
land, nme equipment, and chattels, and so forth. 

The Vice Cuarrman. In what amount is that mortgage; if you 
know ¢ 

Mr. Jorpan. In the full amount of the loan. 

Mr. Warren. Mr. Jordan, can you state how much, if anything, the 
United States Tin Corp. directors, stockholders, have put into this 
: business in funds? Mr. Smith will testify to that, if you don’t have 
the information. 

Mr. Jorpan. I do not have the exact figure, because there have been 
subordinated loans made to the company, and there have been further 
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stock purchases and stockholders’ advances. 

: Mr. Warren. Do you know whether the $60,000 that Mr. Fisch- 
; naller agreed to put in the corporation was ever put into the business ? 
’ Mr. Jorpan. Mr. Warren, that loan condition was that—if I may 
: give the background of it—the company had a bank loan secured by 
i their 1950 production of concentrates. At the time the V-loan matter 


came up there was inserted a loan provision that the proceeds of that 
: 1950 production, when it was realized, should provide the company 
; over and above paying off the bank loan and paying off their existing 
: creditors, other than the Government, that is, that trade bills and ac- 
counts, labor, and so forth, that they should then have $60,000 cash 
working capital. That condition was met. 

Mr. Warren. Did they have $60,000 cash working capital over and 
above all accounts payable and bills outstanding? That was in the 
contract. 

Mr. Jorpan. The realization on the 1950 concentrates was delayed 
some period of time. I don’t have the exact dates. They had to be 
shipped out. Then they were shipped to the west coast, and then 
transshipped to Wah Chang for the extraction of tungsten and then 
shipped to the Texas City smelter. When the bank actually received 
the cash for those 1950 concentrates was over a year after the 1950 
production. The requirement of the $60,000 working capital was, ac- 
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cording to information given us by the lending institution who was 
servicing the loan, met. 

Mr. Warren. Were you aware of the fact that Mr. H. R. Fisch- 
naller drew $55,000 out of this corporation between the date that he 
filed the application on November 18, 1950, and the second application 
on February 14, 1951? 

Mr. Jorpan. No, sir, I was not aware of that. 

Mr. Warren. Is this the first time you have heard that? 

Mr. Jorpan. Yes, sir. 

Mr. Warren. Wasn’t it your duty to examine the records to deter- 
mine whether or not the statements he submitted conformed to the 
facts? 

Mr. Jorpan. I would say that the company’s financial transactions 
prior to their contract with GSA and prior to our undertaking of the 
guaranty of the private loan, we would have no control over. 

Mr. Warren. You had no control over that? 

Mr. Jorpan. No, sir. It was prior to any relationship between the 
Government and the contractor. 

Mr. Warren. I would like to read a telegram signed Symms. I 
understand he is from the Federal Reserve Bank of San Francisco. 
It is addressed to Boothe, Federal Reserve Board in Washington, 
dated May 4, 1951: 

Re V-loan United States Tin Corp. Financing institution requesting guaran- 
tor’s consent to disburse $59,739.30, covering fixed asset expenditures detailed 
under anticipated monthly financial requirements, March 1951. Capital for- 
warded to Board with letter from our Seattle branch on April 20. Request 
predicated on assumption that prior to disbursement guaranty and loan agree- 
ments would be executed and that financing institution will obtain from borrower 
supplier’s invoices supporting type of expenditure and amounts as being within 
conditions of loan. We recommend approval. 


Now, a telegram dated May 10, 1951, from Barrett to Boothe: 


Financing institution believes inclusion of clause provided for deposit of 
$60,000 prior to disbursement of loan proceeds as required by present condition 
No. 4 undesirable in view of possible delay in the receipt of proceeds of sale of 
concentrates. In view of direct contact between borrower, financing institution, 
and guarantor, the paragraph is submitted for approval of the guarantor with- 
out any recommendation on our part. Please advise by wire for amended para- 
graph 4 approved by guarantor. 

Mr. Warren. Was this provision changed? Was that condition in 
the contract modified ? 

Mr. Jorpan. This was not a condition of the contract. It was a 
condition of the proposed loan agreement. 

Mr. Warren. It was contained in the contract, was it not, the $60,- 
000 provision ? 

Mr. Jorpan. No, sir. 

Mr. Warren. You mean, there was not a requirement in the con- 
tract that the United States Tin Corp. be required to put up $60,000 
working capital over and above bills and accounts payable ? 

Mr. Jorpan. No, sir, it was not in the contract. 

Mr. Warren. I would like to read from the agreement dated the 
15th of May 1951, between the United States Tin Corp. and the Seattle 
Trust & Savings Bank: 

The borrower shall provide $60,000 in cash for working capital purposes. Such 


funds shall arise from the sale of tin and tungsten concentrates now being 
processed, and so forth. 
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In the event tin and tungsten concentrates are not adequate to pay bank loans, 
bill and trade accounts payable, and in addition provide $60,000 additional cash 
working capital, any deficiency is to be restored by Mr. H. R. Fischnaller from 
sources outside the corporation. 

Mr. Jorpan. That is correct. That is in the loan agreement, not in 
the contract. 

Mr. Warren. This is the agreement, isn’t it ? 

Mr. Jorpan. Yes, sir, it is in an agreement between the 

Mr. Warren. It is just as binding as the March 23, 1951, contract, 
isn’t it? 

Mr. Jorpan. Absolutely, as between the borrower and the financial 
institution. 

Mr. Warren. And you guaranteed it? 

Mr. Jorpan. Yes, sir. 

Mr. Warren. Was the $60,000 ever put into the business as required 
by this language I have just read / 4 

Mr. Jorpan. This language, Mr. Warren, if I understand it cor- 
rectly, does not require $60,000 to be put into it. What it requires is 
that after they pay their bank loans and their bill and trade accounts 
payable, that they should then have left over from the proceeds of 
concentrate sales $60,000 cash working capital. And if the proceeds 
were sufficient to pay the bank loan, the bill and trade accounts, with 
$60,000 left over, then Mr. Fischnaller would not have had to put up 
any money. 

Mr. Warren. Was the requirement of the contract as you have 
interpreted it complied with ? 

Mr. Jorvan. Yes, sir. 

Mr. Warren. And there was $60,000 over and above all the out- 
standing bills and trade accounts payable ? 

Mr. Jorpan. In order that that may be entirely clear, I would like 
to explain how I interpreted it having been complied with. I am 
reading from a letter of October 5, 1951, to the Board of Governors, 
from Mr. T. W. Barrett, assistant cashier of the Federal Reserve 
Bank of San Francisco, and the purpose of this discussion is to explain 
the meeting of this requirement. It is a periodic thing because the 
proceeds from the concentrates were not realized all at one time. This 
letter says that the bank, that is, the financial institution, felt that 
it was necessary—I am paraphrasing, I am not quoting—that it was 
necessary that the bank debt of $88,000 not be entirely extinguished 
but be reduced by $48,000, and the remaining $40,000 was renewed in 
order that the borrower might comply with the provisions of the loan 
agreement requiring $60,000 in cash working capital from the sale 
of the concentrates after the payment of bank debt and their accounts 
payable. 

Mr. Warren. Mr. Jordan, isn’t there a vast difference in $60,000 
in working capital and $60,000 in working capital after paying trade 
and bill accounts payable and the obligation at the bank ? 

Mr. Jorpan. They either had $60,000 cash working capital or they 
didn’t. If they paid this $40,000 on this bank loan then they wouldn’t 
have had it. 

Mr. Warren. Didn’t you understand from this agreement that there 
was to be $60,000 over and above after the payment of all bills, loans, 
and trade accounts payable, that the owners of the United States Tin 
Corp. were to have $60,000 of their own money in this business? 
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Mr. Jorpan. No, sir; not $60,000 new money. This requirement 

Mr. Warren. I will modify that. They were to have $60,000 pro- 
vided the concentrates did not provide the difference when sold? 

Mr. Jorpan. Yes, sir 

Mr. Warren. Can you state that there was $60,000 over and above 
the return on the concentrates after the payment of trade and bill 
acopuns payable and the subtraction of the $88,000 obligation to the 
yank ¢ 


Mr. Jorpan. I believe that the condition was met by a matter of 


interpretation arrived at between the Federal 

Mr. Warren. That is the point I am making, that it was interpreted 
to be something different from what the contract provided for. If 
I am wrong, I would like for you to correct me. 

Mr. Jorpan. I think the answer, Mr. Warren, is this: This loan 
provision had a very definite purpose, and that was that that company 
shoulgl have $60,000 cash for working capital purposes, having paid 
off their trade accounts and the bank, and they had to pay those off 
from the sale of that 1950 production. After selling the 1950 pro- 
duction, if they didn’t have $60,000 in cash, then there was to be new 
money introduced to bring it wp to $60,000. 

What happened was that when they sold the concentrates, they real- 
ized the payments on them periodically. The first amount the bank 
received on the 1950 production was $132,000, which was not all of 
the proceeds from the 1950 concentrates. At that point if they had 
paid off the $88,000 loan in full, then obviously Mr. Fischnaller would 
have had to put up additional money to give them $60,000 net working 
capital. But, on the other hand, they had other 1950 concentrates 
which they had not realized on. 

Mr. Warren. How much was that? 

Mr. Jorpan. It was above $40,000, because the bank renewed $40,000 
of the notes, secured by that 1950 production until they got paid later 
on. 

Mr. Warren. On the basis of that production, and on the basis of 
the statement of September 30, 1950, in which the United States Tin 
Corp. had a deficit of more than $10,000, can you explain how the 
United States Tin Corp. had a surplus of $112,000 on January 31, 1951, 
that statement having been filed with the application ? 

Mr. Jorpan. No, sir; I have not compared September 1950 figures, 
which were prior to the contract, and the loan. I have not compared 
them with such financial statements. 

Mr. Warren. Would you be willing to state that the financial state- 
ments submitted by the United States ; Tin Cor p. for January 31, 1951, 
represent the true financial condition of the United States Tin Corp. 
as of January 31, 1951? 

Mr. Jorpan. With whom was that statement filed, Mr. Warren? 

Mr. Warren. You did not receive a copy of it? 

Mr. Jorpan. January 1950—— 

Mr. Warren. January 31, 1951. 

Mr. JorvaN. That is the statement that was filed as a part of the ap- 
plication for the guarantee agreement. ‘The Federal Reserve Bank’s 
comments—and, incidentally, , they made a comparison of statements 
of the company as of February 28, 1949, September 30, 1950, and Jan- 
uary 31, 1951, and they stated that they were advised that the state- 
ment of September 30, 1950, on which their comments were based, was 
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prepared for tax purposes. The statement of January 31, 1951, is 
based largely on estimates and does not appear to represent the actual 
financial position of the company on that date. I have no reason to 
believe anything else. 

Mr. Warren. Why wasn’t that alone sufficient to put the General 
Services Administration on notice as to the kind of people that they 
were dealing with and what could be expected from this corporation? 
Don’t you expect to receive a true and correct statement when it is 
filed ? 

Mr. Jorpan. We were certainly on notice that the undertaking of 
either the guarantee or any loan was not predicated on any sound credit 
risk, and that the sole justification for any form of financial assist- 
ance to this company was beyond that of a credit risk, beyond that of 
a good credit. 

Mr. Warren. But you were put on notice, were you not, as to the 
type of people you were dealing with? 

Mr. Jorpan. Yes, sir. On the other hand, the financial institution 
advised us that the management of the corporation had been known to 
them for a number of years and prior to engaging in the mining oper- 
ation conducted by United States Tin, they had had occasion to extend 
credit on numerous occasions, that their relationships had been satis- 
factory and all obligations contracted had been paid as agreed. 

Mr. Warren. W hy in the beginning did you notify the Federal Re- 
serve bank not to make the usual invest igation ? 

Mr. Jorpan. I think I can answer that for you in just a minute. It 
was our understanding in General Services, through having a man 
working in a liaison capacity with Defense Mine ‘als that they had 
spent some considerable period of time looking into this project, and 
that on March 2, 1951, the Secretary of the Interior, in writing to the 
Defense Production Administrator, advised that the proposed contract 
is based on a thorough investigation and evaluation by the Defense 
Minerals Administrator of the company’s property and of the pro- 
posals for expanding production. 

Mr. Warren. That was the feasibility of the project, Mr. Jordan, 
and not the credit; isn’t that true ? 

Mr. Jorpan. That is correct. 

Mr. Warren. You asked them to dispense with the credit investiga- 
tion. Why would you do this? 

Mr. Jorpan. I had no personal knowledge of that, Mr. Warren, 
but I can tell you this. In a number of cases where there is urgency 
from a standpoint of time, and in harmony with the objectives at that 
time of the Defense Production Act we picked up these essential 
projects and pursued them with the utmost speed without any unneces- 
sary delay. We often, not only in this case but in a number of others, 

» ask the Reserve bank to forward the application and all the sup- 
parsing papers that they have in advance of going ahead with their 
credit study and recommendations. 

Mr. Warren. But the Federal Reserve bank in this case said all they 
could find out was that Mr. Kadow had met with officials here in 
Washington, and everything was being decided here. Who was de- 
ciding not to conduct a credit investigation ? 

Mr. Jorpan. The credit investigation was conducted. 

Mr. Warren. But a telegram went out to dispense with the usual 
credit investigation and recommendation prior to that. You don’t 
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recall from your own memory why you would dispense with this 
recommendation and investigation ¢ 

Mr. Jorpan. No, sir; Ido not. I can only surmise that the under- 
standing is expressed in the Federa! Reserve bank of San Francisco’s 
telegram of March 29, that the borrower had held extensive investiga- 
tions with the GSA and Board staff in the matter of the loan, as well 
as other matters relative to financing were agreed upon in Washington. 

Mr. Warren. But that is not what the Defense Production Act says. 
It says that the Federal Reserve banks shall act as fiscal agents, and 
you violated that in the beginning; didn’t you ? 

Mr. Jorpan. May I go off the record ? 

The Vice Cuarman. Yes. 

(Discussion off the record.) 

Mr. Warren. Mr. Chairman, I suggest we include in the record 
the expense account from November 1, 1951, to December 23, 1951, 
of Mr. Kenneth J. Kadow, and also a summary which was prepared 
by Mr. P. W. Jordan, Acting Comptroller, of later expenditures. 
You can identify this, can’t you, Mr. Jordan ¢ 

Mr. Jorpan. Yes, sir. 

The Vice CuatrmMan. It will be done. (See pp. 238, 242.) 

Mr. Jorpan. From reading the telegram which requests referral of 
the application without the usual investigation and report, I do not 
believe that it was intended other than the application should be for- 
warded, rather than a normal course, which is not to be forwarded 
until after the investigation and analysis and report. We merely 
wanted the application with the investigation and report of the Re- 
serve bank to follow, which is done in a number of cases. 

The Vice Cuairman. Mr. Jordan, you approved all of these loans; 
did you? 

Mr. Jorpan. Yes, sir. 

The Vice Cuarrman. Each one of them? 

Mr. Jorpan. Yes, sir. 

The Vice Cuarrman. Have you any hope that they will ever be 
repaid ? 

Mr. Jorpan. Yes, sir; I certainly have. 

The Vice Cuarrman. How? When? 

Mr. Jorpan. Well, we have hopes that they will all be repaid out of 
production. It is my understanding, and I am just poke in an 
informal nature, because this resolves primarily around engineering 
and mining matters, in which I certainly am not expert, that the com- 
pany is producing today tin having a value on the current market 
greater em the direct cost of production. What that difference is, 
how far they can expand production, represents a potential recovery 
of all the money that the Government has invested. 

The Vice CuarrMan. You are aware that they are asking for an- 
other $400,000 for producing more concentrates? 

Mr. Jorpan. They have to have working capital. The tin they 
are producing today they won’t realize any cash on until next fall. 

The Vice CuHatrman. That is true every year, is not not? 

Mr. Jorpan. Yes, sir. 
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The Vice Carman. So that on that basis they would be back 
next year for another loan because they can’t get any money for another 
year ? 

Mr. Jorpan. If we took all of the value of the production for this 
year, they would not have working capital for next year. 

The Vice Cuarrman. There has to be an end to this sometime? 

Mr. Jorpan. Yes, sir. 

Mr. Warren. Mr. Chairman, I would like to read into the record, 
under date of April 6, 1951, a wire which Mr. Boothe, Federal Re- 
serve Board, sent the San Francisco Federal Reserve Bank, as follews: 

Prospective borrower discussions orally and by telephone with GSA appar- 
ently have resulted in considerable confusion and misunderstanding. In cir- 
cumstances please make your usual investigation and submit final report as soon 
as possible. 

Does that refresh your memory on the point we were discussing, Mr. 
Jordan, previously as to making the investigation? 

Mr. Jorpan. Well, normally, the discussion of loan terms and con- 
ditions is between the borrower and the lending institution. This was 
not a normal commercial loan where that approach would be prac- 
tical with the financing institution in Seattle and the operation up 
in Alaska. They were really not in much better position to have all 
the information than we would be here in Washington, for example. 
It was apparent, I think, from the beginning, that any form of Gov- 
ernment assistance in this case was not a normal commercial business 
loan but was solely justified on the basis of carrying out the objectives 
of the Defense Production Act. 

Our staff got into direct discussions with the borrower in great 
detail, which was outside of the normal approach of the V-loan financ- 
ing. The Federal Reserve bank in San Francisco was confused because 
they had a lot of experience in V-loans before, and the guarantor does 
not normally undertake to negotiate or discuss terms and conditions 
direct with the borrower, but the nature of this project was such that 
we felt that that was appropriate. I recall very distinctly that it did 
cause quite a bit of confusion 

Mr. Warren. Is there any reason not to use sound business judg- 
ment, even though this be a venture, or under the Defense Production 
Act, or all of the loan completely marked off from the beginning? 

Mr. Jorpan. No, sir. 

Mr. Warren. Do you think sound business judgment was used in 
this case? 

Mr. Jorpan. Well if the Government’s sole objective was to make 
a good loan and get it repaid, they would never have made this loan. 
The objective was directed to the question of the mineralization and the 
possibilities of tin production in the continental United States. 

Mr. Warren. But we didn’t get any. 

The Vice Cuatrman. Thank you very much, Mr. Jordan. I under- 
stand we broke up your vacation. 

Mr. Jorpan. It is perfectly all right. 

The Vice CuarrmMan. I imagine you will go back now and not worry 
about this loan. I hope that nobody puts anything over on you and 
approves this $400,000 loan while you are away. 

Mr. Jorpan. Thank you, sir. 
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(The material referred to in the testimony of Mr. Jordan and Mr. 
Smith follows :) 
CREDIT AND FINANCE DIVISION, 
OFFICE OF THE COMPTROLLER, 
GENERAL SERVICES ADMINISTRATION, 
January 5, 1954. 
Mr. Kennetu J. Kapow, 
United States Tin Corp., Juneau, Alaska: 

Confirming recent request forward immediately list of United States Tin 
stockholders and number of shares held by each, Advise authorized capital 
stock not issued and details of any existing options of officers or directors. Also 
furnish itemization of all stock dispositions or acquisitions by officers or direc- 
tors since original execution of GSA contract, and transfer or acquisition price. 
Urgent you confirm by return wire when information will be forthcoming. 

P. W. JorpAn, Director. 





United States Tin Corp., Dec. 31, 1953 
Shares 
Authorized capital stock (par value 10 cents) __-~- elt _.... 3, 000, 000 
Issued and outstanding ia areata Sl thc 2, 195, 000 
Held in reserve against outstanding options 725, 000 
Unissued and unallocated__.__-~~- 80, 000 


Options to purchase stock from United States Tin Corp. 
Shares 
H. R. Fischnaller, at 10 cents per share (expires Dec, 31, 1955)___._____ 710, 000 
K. J. Kadow, at 10 cents per share (no expiration date) _..-___-~- aba DiS) 15, 000 


SEATTLE, WASH., January 8, 1954. 
K. J. Kapow. 
H. R. FISCHNALLER. 
F’. H, FUREY. 
A. F. McINTOos#H. 
L. A. GILLESPIE. 
W. L. Gipson, 
Frep Loomis, 
O. J. BERGOUST. 

The Comptroller’s Office of GSA has requested an itemization of all purchases 
and sales of United States Tin stock by directors and officers of the corporation 
since March 23, 1951, the date of the original contract of the GSA. 

The information required includes dates of purchases and sales, number of 
shares in each transaction, and the prices for which purchases or sales were 
made. 

The corporation records do not provide this information and we request your 
cooperation. Will you please forward your list of transactions to the Seattle 
office as soon as possible so we may comply with this requirement? 

Very truly yours, 
Unitrep Srates Tin Corp. 
HENRY ScHAEFER, Treasurer. 


UNITED States TIN Corp., 
Seattle, Wash., January 15, 1954. 
Mr. P. W, JorDAN, 
Director, Credit and Finance Division, 
Office of the Comptroller, General Services Administration, 
Washington 25, D.C. 

Dear Mr. JonpAN : As reported in our letter of January 11, 1954, we requested 
our directors to provide us with information concerning purchases and sales of 
United States Tin stock since March 23, 1951. Following is the information 
provided us in response to that request : 

K. J. Kadow and family: Purchased 270,000 shares at 10 cents per share; 
purchased 10,000 shares at 30 cents per share; sold 10,000 shares at 34 cents per 
share; sold 15,000 shares at 20 cents per share. 

H. R. Fischnaller: See letter attached. 
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A. F. McIntosh: See letter attached. 
W.L. Gibbon: Transferred his stock to his wife in March 1950. 
Henry Schaefer: Purchases, none; sold 10,000 shares at 45 cents per share. 
F. H. Furey: Has been away from the city for several weeks. He is expected 
to return early in February. 
L. A. Gillespie: Purchased 87,000 shares at 30 cents per share; sold, none. 
F. P. Loomis: No report. 
O. J. Bergoust: No report. 
As reports are received supplementing this information we shall forward 
them immediately. 
Very truly yours, 
HENRY SCHAEFER, Treasurer. 





SEATTLE, WASH., January 15, 1954. 
Unrvep States Tin Corp., 
206 Jones Building, Seattle, Wash. 

GENTLEMEN: Per your request for information concerning stock sales I have 
made since March 23, 1951: 

As you know I have been an officer and director of United States Tin Corp. 
since its inception in 1948 and actively associated with the property since 1918. 
You are also aware that during most of the time in question I was hospitalized 
and underwent several operations. I don’t believe that anyone is questioning 
the dollar value of the contribution I have made toward the success of the 
United States Tin Corp. 

During the period mentioned above I have made sales of United States Tin 
stock in the amount of $13,142 net to me. These sales have been made at various 
prices. There has also been other stock which I have given away to members 
of my family and friends. 

The records indicate that I now hold 431,450 shares of the United States Tin 
Corp. 

Yours very truly, 
A. F. McInTosuH. 


FISCHNALLER & Co., 
Seattle, Wash., January 15, 1954. 
UnitTep States TIN Corp., 
Seattle, Wash. 

GENTLEMEN: Replying to your inquiry about sales and purchases of United 
States Tin stock by me. 

As you know, Fischnaller & Co., furnished the original money for United States 
Tin and still has some $62,000 coming. 

Some stock was sold as low as $1 and as high as $5.25 per share for the old 
stock. Some purchases were made at $5.25 per share. 

As near as I can figure it, I have received, net, $14,060 from stock sales. Three 
other members of Fischnaller & Co., have received approximately the same, and 
a fourth member a lesser amount. 

The $62,000 above referred to was borrowed money and we have paid interest 
thereon for over 5 years. 

Full time of at least one member of Fischnaller & Co., was put in for some 
years, together with uncollected expense items. In addition some time and money 
was spent on the Lost River property over a period of many years before United 
States Tin was organized, for which no cash compensation was received. 

Yours very truly, 
H. R. FIsCHNALLER. 


LOAN AGREEMENT 


THIS AGREEMENT entered into at Seattle, Washington, this 15th day of 
May, 1951, by and between UNITED STATES TIN CORPORATION, a Wash- 
ington corporation, Party of the First Part, herein called the “Borrower”, and 
SEATTLE TRUST AND SAVINGS BANK, a Washington corporation, Party of 
the Second Part, herein called the “Financing Institution”, 

WITNESSETH: 

WHEREAS, Borrower has procured from General Services Administration a 
contract for the production and delivery of tin and tungsten concentrates and 
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other metals, which said contract is dated March 23, 1951, and identified as 
Defense Production Contract No. GA-OOP-—(D)-520; and has applied to the 
Financing Institution for a straight loan in an amount not to exceed $98,000.00, 
to mature December 31, 1955, to be used for the acquisition of fixed assets and, 
in addition thereto, for a revolving credit to mature December 31, 1955, for an 
amount which will not exceed an amount to be determined as hereinafter 
provided ; and 

WHEREAS, the Financing Institution is willing to make such loan upon the 
terms and conditions herein set forth, provided General Services Administration 
(herein referred to as “Guarantor”) acting through its fiscal agent, the Federal 
Reserve Bank of San Francisco, will guarantee 90% of such loan as a “Regulation 
V-Loan”, as authorized by the Defense Production Act of 1950 and Executive 
Order No. 10161 issued by the President of the United States under date of 
September 9, 1950; and 

WHEREAS, pursuant to application of the Financing Institution, the said 
General Services Administration, acting through its said fiscal agent, the Federal 
Reserve Bank of San Francisco, has offered to cause to be executed a “V-Loan 
Guaranty Agreement” to be dated May 15th, 1951, by the terms of which it will 
agree to guarantee to the extent of 90%, this proposed loan if made by Financing 
Institution to the Borrower within the limits and upon the terms and conditions 
therein set forth, which said proposed “V-Loan Guaranty Agreement” is by this 
reference incorporated herein and made a part hereof; 

NOW, THEREFORE, in consideration of the representations made herein, the 
covenants set forth in this agreement to be performed by the respective parties 
hereto, and for other valuable considerations, receipt of which are acknowledged 
by the respective parties, it is agreed as follows: 

1. Borrower applies to the Financing Institution for and the Financing Insti- 
tution agrees that it will make available to the Borrower, as needed, when the 
Borrower shall have complied with the terms and conditions herein set forth 
to entitle it thereto, and if the Borrower is not in default hereunder, the 
following sums: 

(a) A straight loan of not to exceed $98,000.00, to mature December 31, 1955, 
and to be used only for the construction or other acquisition of fixed assets for 
use exclusively in connection with the performance of said Defense Production 
Contract No. GA-OOP-—(D)-520 until said contract is performed ; 

(b) A revolving credit (in addition to said straight loan) to mature December 
31, 1955, which will not exceed the lesser of “(1)” or “(2)” below: 

(1) $276,400.00; 
(2) Without duplication or overlap, the sum of the following items: 

85% of all accounts receivable arising under said Defense Production 
Contract No. GA-OOP-(D)-520, the proceeds of which have been and 
hereby are assigned to the Financing Institution hereunder ; 

85% of cost to Borrower of inventory (including, without limiting 
the generality of the term, labor, supplies, work in process, and finished 
products) acquired or produced in connection with such assigned De- 
fense Production Contract; 

80% prior to approval by the contracting officer (if, by the terms of the 
Defense Production Contract, such approval is required), 90% in all 
cases where terms of Defense Production Contract provide that approval 
of the contracting officer is not required, and 100% after such approval, 
if required, of the amount of expenditures made or currently to be made 
by Borrower for or on account of settlements in satisfaction of cancelled 
commitments to suppliers or subcontractors under cancelled contracts. 
A “cancelled contract” shall mean a Defense Production Contract in its 
entirety, which has been, or is hereafter, cancelled or terminated in 
whole or in part not by reason of default of Borrower. 

(c) Borrower agrees that it will execute and deliver to Financing Institution, 
prior to the making of any advances hereunder, its promissory note in the sum 
of $374,400.00, with interest thereon at the rate of 5% per annum, payable 
monthly. Interest will be charged only on advances actually made to or for the 
account of Borrower and during such periods of time as said advances are not 
repaid. 

2. Borrower has contemporaneously herewith executed and delivered to the 
Financing Institution, the Seattle Trust and Savings Bank’s standard form of 
“General Loan and Collateral Agreement,” which is incorporated herein and made 
a part of this agreement. 
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3. As part of the consideration for this agreement and as security for all sums 
now and hereafter advanced by the Financing Institution hereunder, Borrower 
agrees : 

(a) That it has sold, assigned, transferred, and set over and hereby does sell, 
assign, transfer, and set over to the Financing Institution all of its right, title, 
and interest in and to all proceeds from said Defense Production Contract No. 
GA-OOP-—(D )—520. 

(b) That it has sold, assigned, transferred, and set over and does hereby sell, 
assign, transfer, and set over to the Financing Institution any and all receivables 
that may arise from sales by Borrower to buyers other than the government. 

(ec) That it will execute and deliver to the Financing Institution valid and 
subsisting first mortgages upon all of Borrower's real estate and equipment 
hereafter purchased or acquired by it and on all of its inventories of supplies 
and materials and all tin and tungsten concentrates and metals produced by 
the Borrower pursuant to said Defense Production Contract. It is intended and 
agreed that Borrower will execute and deliver such mortgages to Financing In- 
stitution as soon as possible to the end that Financing Institution will at all 
times have first, prior, and paramount liens thereon. 

(d) That it will execute and deliver to the Financing Institution, mortgages 
upon any and all real and personal property presently owned by the Borrower, 
including the mining property. It is intended and agreed that all such mortgage 
liens, whether real or chattel, shall be junior and subordinate only to existing 
liens, if any, against such real and personal property at the time of the exe- 
cution of this agreement. 

4. Borrower represents that in order to perform its said Defense Production 
Contract, its loan requirements both as to dates and amounts will be substantially 
as set forth in its estimates contained in “Schedule A” attached hereto and made 
a part hereof. It is understood that the Financing Institution in entering 
into this Loan Agreement relies upon the representations made by the Borrower 
that the dates and amounts of Borrower’s loan requirements will conform sub- 
stantially to the estimates in said “Schedule A”. 

5. Borrower further agrees: 

(a) That all existing funds of Borrower and all proceeds of the loan shall be 
deposited in a special account in the Financing Institution and be used only 
for the purposes of constructing or acquiring fixed assets and for general work- 
ing capital purposes in connection with the performance of said Defense Produc- 
tion Contract No. GA-OOP-(D)-520. 

(b) The proceeds of the straight loan shall be disbursed only for the purpose 
of constructing or acquiring fixed assets and only on certificates submitted by 
the Borrower and approved by the Financing Institution and the Guarantor. 

(c) The Borrower shall provide $60,000.00 in cash for working-capital pur- 
poses. Such funds shall arise from the sale of tin and tungsten concentrates 
now being processed after liquidating current bank loans, bills, and trade 
accounts payable. In the event the sale of tin and tungsten concentrates now 
held is not adequate to pay bank loans, bill, and trade acccounts payable and 
in addition provide $60,000.00 cash working capital, any deficiency is to be 
restored by Mr. H. R. Fischnaller from sources outside of the corporation; 
any advance made to the corporation by Mr. H. R. Fischnaller shall be shown 
on the corporation’s books by notes or accounts payable, the repayment of which 
shall be subordinated to the loan credited under the guarantee. 

(d) It will supply certificates to the Financing Institution which will provide 
assurance satisfactory to the Financing Institution as to the purposes for which 
all advances under the credit to be extended are to be used. 

(e) It will not, during the life of this loan, either declare or pay any 
dividend on its capital stock without prior written consent of the Financing 
Institution and Guarantor. 

(1) During the life of this loan it will not pay any salaries, fees, bonuses, 
commissions, or other forms of remuneration to officers without the prior written 
approval of the Financing Institution and Guarantor. It will not, during the 
life of this loan, further mortgage, pledge, or otherwise encumber any of its 
assets nor, except as provided in Subsection (c) of this paragraph, create or 
incur any indebtedness for borrowed money, except such loan, nor become liable 
as surety, guarantor, accommodation endorser, or otherwise, for or upon the 
obligation of any other person, firm, or corporation without prior written consent 
of the Financing Institution and the Guarantor. 

(g) That it will furnish to the Financing Institution monthly progress reports, 
monthly and audited semiannual financial statements, including balance sheets 
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and profit and loss statements, and such other reports as are requested by the 
Financing Institution or the Guarantor. Said audited semiannual financial 
statements shall be certified by a Certified Public Accountant acceptable to 
the Financing Institution. 

(h) It will not, during the life of this contract, sell all or substantially all 
of Borrower's assets or merge or consolidate with any firm, corporation, or 
individual or invest in or purchase securities or capital stock of any firm or 
corporation or repurchase any of its own capital stock without prior written 
approval of the Financing Institution and the Guarantor. 

(i) That it will, at its own cost and expense, during the life of this loan, 
maintain insurance in amounts and of a nature satisfactory to the Financing 
Institution and the Guarantor, and furnish to the Financing Institution and 
Guarantor evidence satisfactory to them that such insurance is being maintained. 

(j) That it will, during the life of this loan, accrue and provide for its 
income-tax liability in a manner satisfactory to the Financing Institution and 
the Guarantor. 

(k) That it will immediately notify the Financing Institution of any im- 
portant change in the status of its contracts. 

(1) Any and all loans to Borrower by officers and/or stockholders of the 
Borrower, whether outstanding at present or in the future, shall be subordinated 
to the subject loan. 

(m) That it will, upon request by the Financing Institution so to do, furnish 
promptly to the Financing Institution and/or the Guarantor all available 
information with respect to any unfavorable change in Borrower’s financial condi- 
tion or in connection with the business of the Borrower or the collateral for 
the loan to be made hereunder or in connection with any matter which, in the 
opinion of the Financing Institution or Guarantor, might have a bearing upon 
either the Borrower's ability to keep the loan in good standing, its ability to 
perform said Defense Production Contract or to determine whether or not any 
of the provisions of this agreement have been violated. Further, Borrower 
hereby gives and grants to the Financing Institution and/or the Guarantor the 
right and privilege at all reasonable times to inspect its books of accounts, files, 
correspondence, invoices, checks and any other corporate records (including 
corporate minutes) for the purpose of verifying any information furnished by 
the Borrower or for the purpose of obtaining information with respect to any 
matter mentioned in this paragraph. The right hereby granted includes, the 
privilege of making copies of any such records, documents, correspondence or 
other items. All such corporate books, records and accounts will be kept by the 
Borrower at all times in its office at Seattle, Washington. 

6. Borrower agrees to pay upon demand all of the following expenses incurred 
by either the Financing Institution, the Guarantor or the Federal Reserve Bank 
of San Francisco as Guarantor’s fiscal agent, namely: All reasonable out-of- 
pocket expenses (including counsel fees) which relate to the setting up or en- 
forcement of this loan or the preservation of the collateral and also those which 
are incurred during the period of any default by the Borrower. All such ex- 
penses shall be deemed to be additional advances made on account of the loan 
contemplated by this agreement and shall be secured by all collateral and other 
security held by the Financing Institution and/or the Guarantor. 

7. It is expressly understood and agreed that if in the discretion of the Financ- 
ing Institution satisfactory production of tin and tungsten concentrates and 
other metals under said Defense Production Contract No. GA—OOP-(D)-—520 
is not attained during the 1951 season or if for any other reason it appears un- 
wise or imprudent in the discretion of the Financing Institution to make dis- 
bursements for mining operations during 1952 and/or subsequent years, the un- 
used portion of the loan contemplated by this agreement may be withheld and 
cancelled. 

8. Borrower hereby certifies that no member of or delegate to the Congress of 
the United States or any resident commissioner of the United States will be 
admitted to any share or part of the proceeds of this loan or to any benefit that 
may arise therefrom. 

9. Time and each of the several covenants and agreements of the Borrower are 
of the essence of this contract. If any representation made by the Borrower 
hereunder is found to be incorrect, or if the Borrower defaults in the performance 
of any covenant or agreement of this contract by it to be performed, Financing 
Institution shall have the right and option to accelerate the maturity of the 
indebtedness, which is the subject of this agreement. No waiver of a breach by 
the Borrower of any covenant, agreement, stipulation, or condition hereof shall be 
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construed to be a waiver of any succeeding breach of the same or any other 
covenant, agreement, stipulation or condition hereof. The acceptance of pay- 
ments after breach by the Borrower of any covenant, agreement, stipulation or 
condition herein contained to be performed, kept and observed by the Borrower 
shall not be deemed to be a waiver of any right on the part of the Financing 
Institution and/or the Guarantor to accelerate the maturity of the indebtedness 
which is subject hereto, provided only that a breach of this agreement, when once 
cured by the Borrower, shall not thereafter be used as a ground for acceleration 
of the maturity of said indebtedness. 

It is expressly understood and agreed that the Guarantor may, by the terms 
of the said “V-Loan Guaranty Agreement,” after first giving notice to the Financ- 
ing Institution, exercise any option to accelerate the maturity of the said obli- 
gation without obtaining the consent of the Financing Institution. 

10. Borrower acknowledges that if Guarantor should succeed to any of the 
rights of the Financing Institution hereunder, said Guarantor shall have no obli- 
gation under any circumstances whatsoever to advance any sums to the Bor- 
rower on account of the loan contemplated by this agreement. 

IN WITNESS WHEREOF, the parties hereto have caused this indenture to be 
executed in triplicate by their duly authorized officers. 

SEATTLE TRUST AND SAvVINGs BANK, 
By K. A. WINs Low, V. P. 


Attest : 
R. P. STEEN, 
Financing Institution. 
Unirep States TIN CORPORATION, 
By H. R. FIscHNALLER, Pres. 
Attest: 


FRepD P. Loomis, 
Treas., Borrower. 


STATE OF WASHINGTON, 
County of King, ss: 

On this 15th day of May 1951, before me, the undersigned, a Notary Public in 
and for the State of Washington, duly commissioned and sworn, personally 
appeared H. R. Fischnaller and Fred P. Loomis, to me known to be the president 
and treasurer, respectively, of United States Tin Corporation, the corporation 
that executed the foregoing instrument, and acknowledged the said instrument 
to be the free and voluntary act and deed of said corporation, for the uses and 
purposes therein mentioned, and on oath stated that they were authorized to 
execute the said instrument and that the seal affixed is the corporate seal of 
said corporation. 

Witness my hand and official seal hereto affixed the day and year first above 
written. 

[SEAL } HARRIET WATCHIE, 

Notary Public in and for the State of Washington, residing 
at Seattle. 


STATE OF WASHINGTON, 
County of King, 8s: 

On this 15th day of May 1951, before me, the undersigned, a Notary Public in 
and for the State of Washington, duly commissioned and sworn, personally 
appeared K. A. Winslow and R. P. Steen, to me known to be the vice president 
and cashier, respectively, of Seattle Trust and Savings Bank, the corporation 
that executed the foregoing instrument, and acknowledged the said instrument 
to be the free and voluntary act and deed of said corporation, for the uses and 
purposes therein mentioned, and on oath stated that they were authorized to 
execute the said instrument and that the seal affixed is the corporate seal of 
said corporation. 

Witness my hand and official seal hereto affixed the day and year first above 
written. 

[SEAL ] Harriet WATCHIE, 

Notary Public in and for the State of Washington, residing 
at Seattle. 
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ScHEDULE A 


ESTIMATE OF DATES AND AMOUNTS OF LOAN REQUIREMENTS AS PREPARED AND 
SUBMITTED BY UNITED STATES TIN CoRP. 


General office and management expense, per annum— 
\4o will be added each month to operating expense 





DIINIIOI gainicehitcld cn cittien shictsritennanin ated abel ial adhe Ss eek sd, $9, 000 
SAGE | MN et tiletnhitete nits mtsisilletaptinnnittitinntitiatiidlrtiidislivnientupiidissleic 6, 000 
COME DONG akicit tes tintin waited idenigadbdi iil Shiiiindicdemabi 3, 600 
Office rent and expense and clerical help, Seattle and Alaska____________ 7, 200 
Telephone and telegraph-Tadl0... 2.22. n nn ncn nema eweswesneenese 1, 200 
Travel and expense (management) —.........-....-..-...........-.-~ 6, 000 
Eireann Sheet Cavett, O00 ok kites 900 

I niece cecsesil aha decane atacand ailibn this acthed 33, 900 


Monthly, $2,825. 


Anticipated monthly financial requirements 


March 1951 | Capital | Operating 

Mill machinery (see Denver Equipment Co., quotation) _ - a $36, 652. 30 

Freight to Seattle............ 4 . thee ‘ | 2, 300. 00 

D. E. bulldozer-.. 17, 055. 00 

Freight to Seattle... bone = . ; | 2, 932.00 |... 

Pipe and fittiags to operate Giant ea as duchies 800. 00 $2, 825. 00 
in necmeeihadatenthe : iceman ee : 59, 739. 30 | 2, 825. 00 
EEE HR ticcnccprstnadbtoclibbishiniavictdncsniebbbenindetius ; 62, 564. 30 

| } 


Capital erpenditures—Operating expense 


April 1951: 


Neen TT ee ee $833. 33 
ee ose 600. 00 
I SUTIN inna cetieciaion nee neiiemmineinntininematnes erent aanal 2, 825. 00 


4, 258. 33 


May 1951: 
I Nn eel rk cian Taal atin ean ae acai eat” “Se ae 
I ih sitet ceniia lial labi amie Aeeeieeetandtimchonmas ahead 600. 00 
I a tates lp niip bing aeiiael 2, 825. 00 
4, 258. 33 
June 1951: 
I MI tae cadet netbeans ig eae tet aie en 833. 33 
i ee ee A il 600. 00 
OT MI Decibel il ik et di caidliinibi idil tie dben nate ds 2, 825. 00 
Prausportation, 6 thew at SOG6 Th. Tain tn sien tek 1, 830. 00 
Dy 1 aii bicccndiktad tic ecandceticstieade tosecidilavitiiticenecesnltitcides biaGeibomndel 1, 200. 00 
ID GIO alah Gili icc teenth bb bles iden cine neds ah baad 1, 200. 00 
hid sigh iia iatctinctil elitists ninlsicbnhbabdiabbilhadiiks 500. 00 
DI aint ces hectare dake kdanbtihes dithensiinndagidaisphicihts slieiadshatoisice 350. 00 
9, 338. 33 


773. 00 
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Capit*l ex- Operating 
penditures expenses 
July 1951: 
Mine engineer _- ane ve - $833. 33 
Met llurgist 600. 00 
General expenses 2 825. 00 
Placer superintendent R00. 00 
Plecer assistant superintendent (fills in work where needed 700. 00 
2 foremen (working) 1. 600. 00 
8 dozer operstors (225 hours each at $2.50, $562.50) 4 500. 00 
Transportation (14 men at $305 4, 270. 00 
24 native workers (300 hours at $2.00 flat time 14, 400. 00 
Rep*irs to machinery, $20 per day 600. 00 
Factory millwright $2, 205. 00 
To prepare buildings for winter 9, 200.00 |... 
Insurance end soci | security i 2, 770. 00 
Oil, 90 barrels at $13.50 . 1, 215. 00 
Gas, 30 barrels at $16 } 420. 00 
Food (loss only) $1.43 per man-day 1, 887. 60 
Freight, Seattle to mine 1, 260. 00 37, 480. 93 
Lumber ' 2. 600. 00 
Material and wages, mill and mill building 20, 330. 00 
Total, July_... . lee j 35, 595. 00 
August 1951: 
Wages (same as July)--.. ‘ abu ; 27, 703. 33 
Insurance and social security _ - 2, 770. 00 
General expenses_ _ 2 825.00 
Repairs 600. 00 
Oil and gas 1, 695. 00 
Food. 1, 887. 60 
Freight, 70 tons, concentrate to Seattle 1, 400. 00 
Insurance on same... . ane ; ; 910. 00 
Total August ae 39, 790. 93 
September 1951: Same except last 2 items, total 37, 480. 33 
October 1951: Same as August including last 2 items, total 39, 790. 93 


~ 


Typical mill operation payroll for 7 months 














Capital a Operating 
| expenditures Wages (mine) expenses 
datienn Secceiciliien 3 ele ot ak 
November and December 1951, 
and January, Februarv, 
March, April, and May 1952 
General expenditures we $2, 825. 00 $1, 433. 33 
Wages a - 9,195.83 | Superintendent and metal, 6 mill men 4, 575. 00 
(225 hou wh, at $2.50, $662.50 
RaGlae, j< sri genede d 1, 787. 70 | 3 miners (225 hours, at $2.50). .......--.-- 2, 287. 50 
Total 13, 808. 53 ee hill 
Insurance and social secu- 919. 58 | 2 laborers (225 hours, at $2 900. 00 
rity | 
Total _- : } Bee ES Subedchctlatie.akddnqilddceadntieds hid i laitiichahe 9, 195. 83 
Form of September 27, 1950 
(As amended to January 17, 1951) 


V-LoAN GUARANTEE AGREEMENT 
No. GSA (12)-3 
The General Services Administration (herein called “Guarantor’), acting 
(Guaranteeing Agency) 

through the Federal Reserve Bank of San Francisco as fiseal agent of the United 

States, pursuant to the Defense Production Act of 1950 and Executive Order 

No. 10161, and the Financing Institution, as hereinafter defined, hereby agree 
each with the other as follows: 


SECTION 1. DEFINITIONS 


As used in this agreement— 

(A) The words “Financing Institution” shall mean Seattle Trust and Savings 
Bank, 804 Second Avenue, Seattle, Washington. 

(B) The word “Borrower” shall mean United States Tin Corporation, of 
201 Jones Building, Seattle, Washington, the said Borrower being engaged or 
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about to engage in the performance of a contract or other operation deemed by 
the Guarantor to be necessary to expedite production and deliveries or services 
under a Government contract for the procurement of materials or the perform- 
ance of services for the national defense. 

(C) The words “the loan” shall mean a financing arrangement between the 
Financing Institution and the Borrower, the terms and conditions of which are 
briefly described as follows: 

(The description of the loan shall include the following items in the follow- 
ing order: Type of loan (straight loan or revolving credit), principal amount 
(maximum amount of credit in the case of a credit), interest rate, and maturity 
(latest maturity in the case of a credit). Provisions as to collateral and other 
protective provisions prescribed by the Guarantor should also be described here, 
or, if preferred, by referring to an annexed loan agreement or other similar 
instrument; but the terms and the provisions of such agreement or instrument 
should not be made a part of or incorporated in the guarantee agreement.) 

Straight loan not to exceed $98,000.00 and a revolving credit of $276,400.00. 
Rate of interest on all advances hereunder 5 percent; and the maturity thereof 
shall be not later than December 31, 1955. 

The description of the collateral and the protective provisions prescribed by 
me oceans are set forth fully in Exhibit A attached hereto and made a part 

1ereot, 

(D) The word “obligation” shall mean the instrument or instruments evi- 
dencing the Borrower’s indebtedness under the loan and any renewals or ex- 
tensions thereof. 

(E) The term “guaranteed percentage” shall mean (1) ninety percent, or 
(2) the percentage specified above as increased by an adjustment thereof under 
section 8 or section 9 of this agreement. 

(F) The term “unguaranteed percentage” shall mean the difference between 
100 percent and the guaranteed percentage. 

(G) The words “collateral for the loan” shall mean all collateral or security 
specitied in the description of the loan under paragraph (C) of this section or 
taken or accepted in substitution for such specified collateral or security, and 
uny collateral or security hereafter taken or accepted for the specific protection 
of the loan. 

(H) The words “interest in the obligation” shall mean the amount of the 
obligation owned by the Guarantor or by the Financing Institution, as the case 
may be. 

(1) The word “Holder” shall mean the party of this agreement which has 
possession of the obligation and shall be determined in accordance with the 
provisions of sections 4 and 10 of this agreement. 

(J) The words “Reserve Bank” shall mean the Federal Reserve Bank of 
San Francisco as fiscal agent of the United States acting on behalf of the Guar- 
antor in accordance with the provisions of the Defense Production Act of 1950 
and Executive Order No. 10161 of September 9, 1950, and applicable provisions 

of law. 

(K) A “defense production contract” shall mean any contract made or order 
accepted by the Borrower for the sale or furnishing by the Borrower of mate- 
rials, equipment, supplies, facilities, or services or for the processing or treat- 
ment by the Borrower of materials, which (1) constitutes (a) a prime contract 
with any guaranteeing agency designated by the Defense Production Act of 1950 
or by Executive Order issued thereunder or with the Atomic Energy Commis- 
sion or any other Government department or agency directly or indirectly and 
substantially concerned with the national defense as the term “national de- 
fense” is defined in section 702(d) of the Defense Production Act of 1950, or (b) 
a contract made or order accepted by the Borrower to aid directly or indirectly 
in the performance of any such prime contract, and (2) is related to the pro- 
curement of materials or the performance of services for the national defense. 


SECTION 2. GUARANTEE AS TO SHARING OF LOSSES AND EXPENSES 


(A) All losses of principal and interest on the loan, and all expenses as defined 
in paragraph (D) of this section, shall be shared ratably by the Guarantor and 
the Financing Institution in accordance with the guaranteed percentage and the 
unguaranteed percentage, respectively, as such losses, expenses and percentages 
exist on the date of settlement between the Financing Institution and the Guar- 
antor, regardless of whether or not any purchase has been made under this 
agreement. 
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(B) The date of settlement between the Financing Institution and the Guar- 
antor shall be such date as may be agreed upon by the parties or, if no such 
date is agreed upon, the thirtieth day after the date on which either party to 
this agreement receives from the other party a written request for such seftle- 
ment, but no such request will be made by the Guarantor prior to maturity nor 
prior to the time when the amount of the ultimate losses and expenses appears 
to be determinable with reasonable certainty. 

(C) In determining losses under paragraph (A) of this section, all amounts 
which, on the date of settlement, have not been paid shall be regarded as iosses 
even though they may appear to be recoverable thereafter. All net recoveries 
realized after the date of settlement, from whatever source realized, shall be 
shared ratably by the Guarantor and the Financing Institution on the basis 
prescribed in this section. 

(D) For the purposes of this section, expenses shall mean all reasonable out-of- 
pocket expenses (including reasonable counsel fees incurred by the Financing 
Institution or the Reserve Bank prior to but not after any purchase under this 
agreement) which relate to the enforcement of the loan or the preservation of 
the collateral and which are incurred during the period of any default in the 
payment of principal or interest, and which have not been recovered frm the 
Borrower. 

(E) Within the meaning of paragraphs (A) and (C) of this section a loss on 
the loan shall include any amounts which may have been received by the Financ- 
ing Institution and applied by it to reduction of the loan but which are suhse- 
quently recovered from the Financing Institution, either before or after the date 
of settlement, by the United States or by any person lawfully entitled to such 
recovery. 

SECTION 3. AGREEMENT TO PURCHASE 


(A) Upon written demand or demands made by the Financing Institution 
on the Reserve Bank at any time prior to the date of settlement between the 
Guarantor and the Financing Institution, the Guarantor will purchase from the 
Financing Institution, on the tenth (10th) day after the receipt by the Reserve 
Bank of such a demand, the guaranteed percentage of the unpaid principal 
amount of the loan, less any amounts which have been previously purchased by 
the Guarantor under any provision of this agreement and have not been repaid. 
Such purchases will be made by the Guarantor from time to time either as a 
whole or in such portions as may be demanded in writing as above specified. 

(B) Any purchase by the Guarantor pursuant to any provision of this agree- 
ment shall be made at the Reserve Bank, and the amount that the Guarantor 
shall pay shall be the face amount of the portion of the unpaid principal amount 
of the obligation so purchased, as of the date of the demand, plus all unpaid 
accrued interest on such portion, with appropriate adjustment for guarantee 
fees, computed as of the date of purchase. Such purchase shall be made for 
cash, except that if the Guarantor owns an interest in any obligation which has 
been issued under a revolving credit arrangement and if, at or before the ma- 
turity of such obligation, the Reserve Bank receives written demand from the 
Financing Institution for the purchase of the same or a lesser amount of a new 
obligation to be issued in place of such maturing obligation, payment for the por- 
tion of the new obligation purchased pursuant to such demand will be made 
by the Guarantor by surrendering, at or before maturity, its interest in the ma- 
turing obligation, in the amount of the demand by the Financing Institution 
and without regard to the ten-day period specified in paragraph (A) of this 
section. 


SECTION 4, ADMINISTRATION OF LOAN AND POSSESSION OF OBLIGATION AND 
COLLATERAL 


(A) Prior to any purchase under this agreement, the Financing Institution 
shall administer the loan and shall hold the obligation and the collateral for 
the loan. Whenever the Guarantor becomes the owner of any part of the loan 
under this agreement, the Financing Institution shall continue to administer 
the loan and to hold said obligation and collateral, and shall forthwith deliver 
to the Reserve Bank a certificate reciting that the Financing Institution holds 
said obligation and collateral for the account of the Guarantor to the extent of 
the Guarantor’s interest therein. In any such case, however, upon written de- 
mand by the Reserve Bank, the Financing Institution shall forthwith endorse 
the obligation to the Reserve Bank without recourse or warranty and shall as- 
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sign the collateral (or its interest therein if such collateral cannot be assigned 
because it is held for the account of more than one Financing Institution) to 
the Reserve Bank without recourse or warranty, except as to the genuineness 
of the signature of the Borrower to any instrument, and shall forthwith deliver 
to the Reserve Bank possession of the obligation and of the collateral (or an 
assignment of its interest therein as above provided). Thereupon the Reserve 
Bank shall issue to the Financing Institution a certificate reciting that the 
Reserve Bank holds said obligation and collateral for the account of the Financ- 
ing Institution to the extent of the Financing Institution’s interest therein. 
Thereafter the Guarantor, through the agency of the Reserve Bank shall ad- 
minister the loan and shall hold said obligation and collateral for the account 
of the Guarantor and the Financing Institution as their interests in the obliga- 
tion may appear. The Guarantor and the Financing Institution shall at all 
times during the existence of this agreement have the right to examine and in- 
spect said obligation and collateral. 

(B) Whenever the Guarantor becomes the Holder of the obligation, the 
Financing Institution will at any time at the written request of the Guarantor 
furnish to the Guarantor such instruments as may be reasonably necessary or 
appropriate to enable the Guarantor to administer the loan and enforce the 
obligation and collateral for the loan in accordance with the terms of the loan. 

(C) Nothing contained in this or any other section of this agreement shall be 
construed to prevent the Financing Institution from offering the obligation as 
eollateral for advances by a Federal Reserve Bank, if such obligation is other- 
wise eligible and acceptable as collateral for such advances. 


SECTION 5. RATABLE APPLICATION OF COLLECTIONS 


All amounts at any time paid or credited on the obligation, from whatever 
source realized, shall be applied ratably for the benefit of the Financing Institu- 
tion and the Guarantor according to their respective interests in the obligation. 
All amounts so paid or credited upon the obligation after the date of a demand 
by the Financing Institution or the Guarantor, as the case may be, for a pur- 
chase under this agreement and prior to the date of such purchase shall be ap- 
plied as above provided according to such respective interests of the Guarantor 
and the Financing Institution as such interests exist immediately after such 
purchase. The Holder of the obligation and collateral shall receive all payments 
from the Borrower in connection with the obligation and shall promptly remit to 
the other party to this agreement such other party’s share thereof. 


SECTION 6. APPLICATION OF PROCEEDS OF COLLATERAL AND OTHER ASSETS 


(A) There shall first be applied to the full payment of the loan before they 
are applied to the payment of other indebtedness of the Borrower to the Fi- 
nancing Institution: (1) All proceeds of any collateral for the loan; and (2) 
all proceeds of accounts receivable and of inventories (including finished products 
and work in process) arising under the Borrower's defense production contracts, 
to the extent that such accounts receivable or inventories are taken or appro- 
priated by the Financing Institution, except defense production contracts under 
which claims may heretofore have been, or may with the written consent of the 
Guarantor hereafter be, specifically assigned to the Financing Institution ¢s 
security solely for other indebtedness of the Borrower to the Financing Insti- 
tution. If any funds on deposit, or other amounts payable to the Borrower by 
the Financing Institution, or other assets of the Borrower (except those de- 
scribed in clause (2) above) which are not specifically pledged as security for 
any indebtedness shall be taken or appropriated by the Financing Institution, 
the Financing Institution shall apply such funds and the proceeds of such other 
assets pro rata against the then unpaid balance of the loan and the then unpaid 
balance of such other indebtedness of the Borrower to the Financing Institution. 
Funds on deposit, amounts payable, and the other assets shall not be considered 
to be specifically pledged for any indebtedness, within the meaning of this sec- 
tion, if the right of the Financing Institution to apply the proceeds thereof to 
such indebtedness exists only by virtue of the right of banker’s lien or setoff or 
only by virtue of a “spreader,” “overlap” or “cross-lien” provision in any note 
or loan agreement. 

(B) There shall first be applied by the Guarantor to the full payment of the 
loan, before they are applied to the payment of other indebtedness of the Bor- 
rower to the Guarantor, all proceeds obtained by the Guarantor from: (1) ac- 
counts receivable and inventories (including finished products and work in 
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process) arising under the Borrower’s defense production contracts, and (2) 
any right of priority accruing to the Guarantor on account of any claim by the 
Guarantor against the Borrower, and (3) any right of setoff in respect of amounts 
due to the Borrower on any defense production contract (except a right of setoff 
arising out of a claim under the same contract) ; except that the foregoing shall 
not apply to any pledge, lien, or other security taken by the Guarantor as col- 
lateral for an advance payment or loan by the Guarantor to the Borrower. 


SECTION 7. ACTIONS AS TO OBLIGATION OR COLLATERAL 


The Holder shall not, without the prior written consent of the other party 
to this agreement, (a) make or consent to any material alteration in the terms 
of the loan or collateral for the loan; (b) make or consent to any release, sale, 
transfer, further pledge, subordination or substitution of any of said collateral 
for the loan; or (c) give any consent or waiver under any provision of the 
loan. However, the consent of the other party shall not be necessary with 
respect to any release or substitution of such collateral required or authorized 
by the terms of the loan as such terms are described in paragraph (C) of sec- 
tion 1 of this agreement or in any instrument referred to therein, and no notice 
of any such action need be given to the other party. The Holder, unless prior 
objection thereto shall have been made in writing by the other party, may ex- 
tend the term of the loan, but, without the prior written consent of the other 
party, not more than once and for not more than sixty (60) days; but notice 
of any such extension shall be thereafter promptly transmitted to the other 
party. The taking of additional collateral or security shall not be considered 
a material alteration in the terms of the loan or collateral for the loan. 


SECTION 8. REFUSAL OF GUARANTOR TO CONSENT TO ACCELERATED MATURITY 


The Financing Institution, if it be the Holder, shall not exercise any option 
to accelerate the maturity of the obligation without the prior written consent 
of the Guarantor. If such an option exists (whether or not conditioned upon 
the giving of notice to the Borrower) on the part of the Holder to accelerate the 
maturity of the obligation and (a) the Guarantor fails to give its written con- 
sent, within ten (10) days after the Reserve Bank shall have received a written 
request from the Financing Institution to do so, to the acceleration of the ma- 
turity of the obligation or (b) if the Guarantor be the Holder and does not, 
within ten (10) days after the Reserve Bank shall have received a written 
request from the Financing Institution that the Guarantor do so, initiate ap- 
propriate action to accelerate the maturity of the obligation, the guaranteed 
percentage shall thereupon, in either event, effective ten (10) days after the 
receipt of such request, be 100 percent. The Guarantor may, after giving notice 
to the Financing Institution, exercise any option to accelerate the maturity of 
the obligation without obtaining the consent of the Financing Institution, and 
the loan shall so provide. 


SECTION 9. FAILURE TO SUE OR CONSENT TO SUIT 


The Financing Institution, if it be the Holder, shall not, without the prior 
written consent of the Guarantor, bring suit to enforce payment of the obliga- 
tion or any instalment thereof, or directly or indirectly institute bankruptcy, 
receivership or insolvency proceedings against the Borrower, or foreclose on 
or otherwise enforce realization of the collateral by exercise of a power of sale 
or by legal proceedings; but the Guarantor, if it be the Holder, after giving 
notice to the Financing Institution, may take any action specified in this sent- 
ence without obtaining the consent of the Financing Institution. If at any time 
all or any portion of the principal or interest of said obligation is due and 
unpaid and (a), while the Financing Institution is the Holder, the Guarantor 
fails to give its written consent within ten (10) days after the Reserve Bank 
shall have received a written request from the Financing Institution to do so, 
to the taking of any action specified in the preceding sentence or (b) if the Guar- 
antor be the Holder and does not, within thirty (30) days after the Reserve 
Bank shall have received a written request from the Financing Institution that 
the Guarantor take action as aforesaid, take the action requested or one of the 
other steps specified in the preceding sentence, the guaranteed percentage shall 
thereupon in either event, effective ten (10) days or thirty (30) days, as the case 
may be, after the receipt of such request, be 100 percent. 
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SECTION 10. VOLUNSARY PURCHASE BY GUARANTOR 


Whenever the Guarantor elects, it may purchase, and the Financing Institu- 
tion shall sell to it, the guaranteed percentage of the unpaid principal amount 
of the obligation, less any amounts which have been previously purchased by the 
Guarantor under any provision of this agreement and have not been repaid; but 
no such purchase shall be made except ninety (90) days or More after the orig- 
inal advance on the loan or shall become effective until ten (10) days (or such 
lesser period as the Guarantor may specify) after the Guarantor shall have sent 
to the Financing Institution a demand for such purchase by telegram or regis 
tered mail. In the event of any purchase under this section, the Guarantor 
shall, at the request of the Financing Institution, or May, at its own option, 
immediately become the Holder in the manner provided in section 4 without 
the written demand therein specified. 


SECTION 11. REPORTS AS TO BORROWER'S CONDITION 


The Holder shall promptly notify the other party of any default in the pay- 
ment of principal, or of any default which shall continue for ten (10) days in 
the payment of interest, on the part of the Borrower. As long as the Financing 
Institution has any interest in the loan, each party shall notify the other party 
of any other default on the part of the Borrower in connection with the loan, 
or of any unfavorable change in the financial condition or in the business of the 
Borrower or in the collateral for the loan, of which such party has acquired 
actual knowledge in connection with the administration of said loan and which 
in its opinion at the time is material. The Financing Institution shall, upon the 
request of the Reserve Bank, furnish to the Reserve Bank any other informa- 
tion relating to the financial condition of the Borrower and the progress of the 
loan which it has acquired in connection with the administration of said loan 


SECTION 12. FEES PAYABLE TO GUARANTOR 


The Financing Institution shall pay to the Reserve Bank at the end of each 
monthly or quarterly period, as fixed by the Reserve Bank, (a) an amount equal 
to thirty percent of any interest payable by the Borrower on the average daily 
amounts of that part of the unpaid principal of the obligation which the Guar- 
antor was obligated during such period to purchase upon demand of the Financ- 
ing Institution, and also (bp) an amount equal to the same percent of the 
“guaranteed percentage” of any commitment fee payable by the Borrower to the 
Financing Institution during such period. 


SECTION 13. EFFECT OF VIOLATION OF AGREEMENT 


(A) If the Financing Institutiun shall violate, or fail to comply with, any of 
the terms of this agreement or any of the terms or conditions of the loan or 
shall through gross negligence make a material misrepresentation of fact in the 
application therefor, or in anything constituting a part of the application, it 
shall become liable to the Guarantor in an amount equal to the damages sus- 
tained by the latter by virtue of such violation, failure to comply, or misrep- 
resentation; but the Guarantor shall not be relieved by such violation, failure 
to comply, or misrepresentation from any of its obligations to the Financing 
Institution under the terms of this agreement. 

(B) In the absence of gross negligence on the part of the Financing Institu- 
tion: 

(1) No invalidity or ineffectiveness of any collateral or of any assignment 
thereof accepted by the Financing Institution ; and 
(2) No action or omission to act on the part of the Financing Institution 
in reliance on a statement or certificate signed by an appropriate officer or 
member of the Borrower with respect to the financial condition, business or 
operations of the Borrower or the purpose for which funds of the Borrower 
have been or are intended to be used ; 
shall constitute a violation of, or failure to comply with, any of the terms of this 
agreement or any of the terms or conditions of the loan on the part of the Financ- 
ing Institution. No invalidity of any provision of the loan agreement (or other 
similar instrument), if any, referred to herein, arising from statute or decision of 
any court, shall in any way relieve the Guarantor hereunder. 
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SECTION 14. INTERPRETATION OF AGREEMENT 


(A) This agreement constitutes the entire contract between the Guarantor 
and the Financing Institution, and no claim of waiver, modification, consent, or 
acquiescence with respect to any of the provisions of this agreement shall be 
made against either party except on the basis of a letter or other written instru- 
ment executed by or on behalf of such party. 

(B) No provision of the loan agreement (or other similar instrument), if any, 
shall increase, limit or vary the rights or obligations of the Financing Institution, 
the Guarantor or the Borrower under this agreement. 


SECTION 15. PROHIBITION AGAINST ASSIGNMEN?1 


This agreement shall not be assignable by either party, but this shall not pre- 
vent the Financing Institution from granting to other financing institutions par- 
ticipations in the obligation, provided, however, that the Guarantor shall recog- 
nize and deal only with the Financing Institution. 


SECTION 16. OFFICIALS NOT TO BENEFIT 


No member of or delegate to Congress or resident commissioner shall be ad- 
mitted to any share or part of this contract or to any benefit that may arise 
therefrom, but this provision shall not be construed to extend to this contract if 
made with a corporation for its general benefit. 

IN WITNESS WHEREOFP, the parties have caused this agreement to be exe- 
cuted on their behalf by their duly authorized agents this 15th day of May, 1951. 


[SEAL OF FINANCING INSTITUTION] 


GENERAL SERVICES ADMINISTRATION, 
By FEpERAL RESERVE BANK oF SAN FRANCISCO 
As fiscal agent of the United States, 
By J. M. Letsner, Vice President. 
SEATTLE TRUST AND SAVINGS BANK, 
By K. WINSLOW, Jr., Vice President. 
Attest: 
R. B. Sreen, Cashier. 
ExnHrsit A 


Attached to and forming a part of General Services Administration Guarantee 
Agreement GSA (12)-3 


COLLATERAL AND OTHER PROTECTIVE PROVISIONS OF GUARANTEE AGREEMENT 


1. A straight loan for $98,000 to mature December 31, 1955, and in addition 
thereto, a revolving credit to mature December 31, 1955, which may not exceed 
the lesser of (a) or (b) below: 

(a) $276,400 

(b) Without duplication or overlap the sum of the following items: 

85% of accounts receivable arising under defense production contract No. 
GS-—OPP-(D)-520, the proceeds of which are assigned hereunder ; 

85% of cost to borrower of inventory (including without limiting the gen- 
erality of the term, labor, supplies, work in process, and finished products) 
acquired or produced in connection with such assigned defense production 
contract ; 

80% prior to approval by the contracting officer (if, by the terms of the de- 
fense production contract such approval is required), 90% in all cases where 
terms of defense production contract provide that approval of the contracting 
officer is not required, and 100% after such approval, if required, of the amount 
of expenditures made or currently to be made by borrower for or on account 
of settlements in satisfaction of cancelled commitments to suppliers or sub- 
contractors under cancelled contracts. A “cancelled contract” shall mean a 
defense production contract in its entirety, which has been, or is hereafter, 
cancelled or terminated in whole or in part, not by reason of fault of the 
borrower. 

2. The loan shall be secured by chattel mortgages on the borrower’s equip- 
ment, purchased or acquired by use of proceeds of this loan, and on the tin 
and tungsten concentrates and metals produced by the borrower; by an assign- 
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ment of the proceeds due or to become due under Defense Production contract 
No. GA-OPP-—(D)-520; and by an assignment of any receivables that may arise 
from sales by borrower to buyers other than the Government. In addition the 
loan shall be secured by a second lien on any property, real or personal, presently 
owned by the borrower including the mining property. 

3. Existing funds of borrower and proceeds of the loan shall be deposited in 
a special account in the financing institution and used only for the following 
purposes: 

(a) Purchase of fixed assets, the aggregate amount of which shall not be in 
excess of $98,000. The proceeds of loan disbursed for this purpose shall be 
made on certificates submitted by the borrower and approved by the guarantor. 

(b) The remainder for general working capital purposes in connection with 
the contract listed hereinabove. 

4. The borrower shall provide $60,000 in cash for working capital purposes. 
Such funds shall arise from the sale of tin and tungsten concentrates now being 
processed after liquidating current bank loans, bills and trade accounts pay- 
able. In the event the sale of tin and tungsten concentrates now held is not 
adequate to pay bank loans, bill and trade accounts payable and in addition 
provide $60,000 cash working capital, any deficiency is to be restored by Mr. 
H. R. Fischnaller from sources outside of the corporation; any advance made 
to the corporation by Mr. H. R. Fischnaller shall be shown on the corporation’s 
books by notes or accounts payable, the repayment of which shall be sub- 
ordinated to the loan created under the guarantee. 

5. The proceeds of Contract, No. GS-OOP-(D)-520 due or to become due 
and proceeds from other sales of borrower shall first be applied to repayment 
of the revolving credit. 50 per cent of the net proceeds in excess of the amount 
required to fully liquidate the revolving credit shall then be applied toward 
repayment of the straight loan. 

6. The financing institution shall obtain an agreement from the borrower pro- 
viding that during the life of this loan: 

(a) The borrower shall supply certificates which will provide assurance satis- 
factory to the financing institution as to the purpose for which thc advances 
under the credit are to be used. 

(b) The Borrower shall neither declare nor pay any dividends on its capital 
stock during the life of the loan without prior written consent of the financing 
institution and guarantor. 

(c) Salaries, fees, bonuses, commissions and all other forms of remunera- 
tion to officers shall be subject to prior written approval of financing institution 
and guarantor. 

(d) The borrower will not hereafter further mortgage, pledge or otherwise 
encumber any of its assets, nor, except as provided in paragraph 4 hereof, cre- 
ate or incur any indebtedness for borrowed money except subject loan nor become 
liable as surety, guarantor, accommodation endorser, or otherwise for or upon 
the obligation of any other person, firm or corporation without prior written 
consent of the financing institution and the guarantor. 

(e) The borrower shall furnish monthly progress reports, monthly and 
audited semi-annual financial statements including balance sheets and profit and 
loss statements, and such other reports as are requested by the financing insti- 
tution or guarantor. 

(f) Borrower will not sell all, or substantially all, of its assets, or merge or 
consolidate with any firm, corporation, or individual or invest in or purchase 
securities or capital stock of any firm or corporation or repurchase any of its 
own capital stock without prior written approval of the financing institution and 
the guarantor. 

(g) Insurance shall be maintained in an amount and of a nature satisfactory 
to the financing institution and the guarantor. 

(h) Borrower shall accrue and provide for its income tax liability in a man- 
ner satisfactory to the financing institution and the guarantor. 

(i) Borrower shall immediately notify the financing institution of any im- 
portant change in the status of its contracts. 

7. If, in the discretion of the financing institution, satisfactory production is 
not attained during the 1951 season, or for any other reason it appears unwise 
and imprudent to make disbursements for mining operations during 10952 and 
subsequent years, the unused portion of the loan may be withheld and cancelled. 

8. Any loans to the borrower by officers and/or stockholders thereof whether 
outstanding at present or in the future shall be subordinated to the subject loan. 
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9. At the option of the financing institution or the guarantor the loan will be- 
come due and payable upon violation of any of these conditions. 


Federal Res*rve Bank of San Francisco 
Fiscal ..gent of the United States 


SUPPLEMENT No. 1 TO GUARANTEE AGREEMENT No. GSA (12)-3 Datep May 15, 1951 


issued to Seattle Trust and Savings Bank, Seattle, Washington (therein 
designated as the “Financing Institution”), and to prior Supplement No.________ 
ON K -jseetetiidee ib tintin ia Stn te it » respectively (which Guar- 
antee Agreement and any prior Supplements thereto are collectively referred 
to herein as the “Guarantee Agreement”’). 

The Guarantor named in the Guarantee Agreement, acting through the Fed- 
eral Reserve Bank of San Francisco as Fiseal Agent of the United States, in 
accordance with the provisions of the Defense Production Act of 1950 and 
Executive Order No. 10161, and the above named Financing Institution hereby 
niutually agree that the Guarantee Agreement is hereby modified and amended 
as follows: Exhibit A attached to and forming a part of Guarantee Agreement 
No. GSA (12)-3 is hereby amended by deleting paragraph 2 and substituting 
in lieu thereof, the following: 

‘2. The loan shall be secured by chattel mortgages on the borrower’s equip- 
ment, purchased or acquired by use of proceeds of this loan, and on the tin 
and tungsten concentrates and metals produced by the borrower; by an assign- 
ment of the proceeds due or to become due under Defense Production Contract 
No. GS—-OOP-—(D)-520; and by an assignment of any receivables that may arise 
from sales by borrower to buyers other than the Government. In addition the 
loan shall be secured by a second lien on any property, real or personal, presently 
owned by the borrower including the mining property.” 

The effective date of this Supplement is May 15, 1951. 

Except as herein amended, said Guarantee Agreement and each and every 
term, covenant and condition thereof is hereby confirmed, ratified and approved 
and shall continue and remain in full force and effect. 

If and to the extent that any term or provision of this agreement shall con- 
flict with any term or provision of the Guarantee Agreement, the terms and 
provisions hereof shall prevail. 

In WITNESS WHEREOF, the parties have caused this agreement to be executed 
on their behalf by their duly authorized agents, and the Financing Institution 
has caused its seal to be hereunto affixed, this 29th day of June, 1951. 

[SEAL OF FINANCIAL INSTITUTION ] 

GENERAL SERVICES ADMINISTRATION, 
3y FeperaL RESERVE BANK OF SAN FRANCISCO, 
As Fiscal Agent of the United States. 
EG a Re dietetic ane ciespssigcacshanlatamstale 
Vice President. 
SEATTLE TRUST AND SAVINGS BANK, 
[SEAL OF FINANCING INSTITUTION | (Financing Institution) 
By ie. Did RE 








Attest: 
MARGUERITE MILLIS. 





SupPpLEMENT No. 2 To GUARANTEE AGREEMENT No. GSA (12)-3 Datep May 15, 1951 


issued to Seattle Trust and Savings Bank, Seattle, Washington (therein desig 
nated as the “Financing Institution”), and to prior Supplement No. 1 dated 
June 29, 1951, respectively, (which Guarantee Agreement and any prior Sup- 
plements thereto are collectively referred to herein as the “Guarantee 
Agreement”). 

The Guarantor named in the Guarantee Agreement, acting through the Fed- 
eral Reserve Bank of San Francisco as Fiscal Agent of the United States, in 
accordance with the provisions of the Defense Production Act of 1950 and 
Executive Order No. 10161, and the above named Financing Institution hereby 
mutually agree that the Guarantee Agreement is hereby modified and amended 
as follows: 

The description of the loan in Section 1 (c) shall be deleted and the follow- 
ing substituted in lieu thereof : 
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“A straight loan not to exceed $73,739.30 designated as the ‘first loan’; a 
straight loan for $120,000.00 designated as the ‘second loan’; and a revolving 
credit of $82,000.00. Rate of interest on all advances hereunder 5%; and the 
maturity thereof shall be not later than December 31, 1955.” 

Section 1 (e) is amended by deleting the word “Ninety” and substituting 
therefor the word “Ninety-five” in reference to the guaranteed percentage. 

Section 12 shall be amended by deleting the word “Thirty” in line 2 and sub- 
stituting therefor the word “Thirty-five” in reference to the fees payable to 
the guarantor. 

Exhibit A attached to and forming a part of Guarantee Agreement No. GSA 
(12)-3 is hereby amended as follows: 

Paragraph 1 including subparagraphs (a) and (b) shall be deleted in its 
entirety and the following substituted in lieu thereof : 

“1. All funds to be advanced by financing institution under this Guarantee 
Agreement shall mature not later than December 31, 1955, and the loan created 
under this Guarantee Agreement shall consist of: 

“(a) A straight loan for $73,739.30 designated herein as the ‘first loan’ ; 
and 
“(b) A straight loan for $120,000.00 designated herein as the ‘second 
loan’; and 
“(e) A revolving credit which may not exceed the lesser of (1) or (2) 
below : 
(1) $82,000.00, 
“(2) A percentage of the value of the tin and tungsten concentrates 
produced by the borrower, such percentage and value to be determined 
by the financing institution from time to time at its discretion.” 


Paragraph 3 including subparagraphs (a) and (b) shall be deleted in its 
entirety and the following substituted in lieu thereof: 

“3. Existing funds of borrower and the proceeds of all advances under this 
Guarantee Agreement shall be deposited in a special account and used only as 
follows: 


“(a) Proceeds of the ‘first loan’ shall be used for the purchase of fixed 
assets, the aggregate amount of which shall not be in excess of $73,739.30. 
The proceeds disbursed for this purpose shall be made on certificate sub- 
mitted by the borrower to the financing institution. 

“(b) Except as provided in subparagraph 3 (c), proceeds of the ‘second 
loan’ and of the revolving credit shall be used only for labor and supplies as 
certified by the borrower under Paragraph 6 (a) below. 

“(c) Proceeds of the ‘second loan’ shall include advances made by the 
financing institution in anticipation of approval of this credit.” 

Paragraph 5 shall be deleted in its entirety and the following substituted in 
lieu thereof : 

“5. The proceeds of contract No. GS-OOP-(D)-520 due or to become due and 
proceeds from other sales of borrower shall first be applied to payment of interest 
due on all advances made under this Guarantee Agreement. Net proceeds in 
excess of the amount required to fully pay such interest shall then be applied to 
repayment of the revolving credit. Any net proceeds remaining after fully repay- 
ing the balance of the revolving credit outstanding shall then be applied to 
repayment of the ‘second loan’. 50 percent of any proceeds then remaining shall 
be applied to repayment of the ‘first loan’.” 

Paragraph 6 (a) shall be deleted in its entirety and the following substituted 
in lieu thereof : 

“6. (a) The borrower will certify in a manner satisfactory to the financing in- 
stitution that the proceeds of each advance made under the loan created by this 
Guarantee Agreement are to be used for purposes necessary for the functioning 
of defense production contract No. GS-OOP-(D)-520. The borrower will make 
available to the financing institution upon request copies of invoices, negotiated 
checks, payroll records and such other records and documents as may be appro- 
priate and pertinent to substantiate borrower’s request for any and all advances.” 

Paragraph 7 shall be deleted in its entirety. 

The following paragraph shall be added: 

“10. Except as otherwise specifically indicated the term ‘the loan’ as used in 
the Guarantee Agreement and Exhibit A attached thereto shall refer to the com- 
bined loan consisting of the three parts enumerated in paragraph 1 of Exhibit A.” 

The effective date of the above amendments to Section 1(e) and Section 12 of 
the Guarantee Agreement is May 15, 1951. The effective date of all other amend- 
ments in this Supplement is October 11, 1951. 
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Except as herein amended, said Gnarantee Agreement and each and every 
term, covenant and condition thereof is hereby confirmed, ratified and approved 
and shall continue and remain in full force and effect. 

If and to the extent that any term or provision of this agreement shall con- 
flict with any term or provision of the Guarantee Agrement, the terms and pro- 
visions hereof shall prevail. 

IN WITNESS WHEREOF, the parties have caused this agreement to be 
executed on their behalf by their duly authorized agents, and the Fnancing Insti- 
tution has caused its seal to be hereunto affixed, this 8th day of November, 1951. 

GENERAL SERVICES ADMINISTRATION, 
(Guarantor) 
By FEperAL RESERVE BANK OF SAN FRANCISCO 
as Fiscal Agent of the United States, 


By —— ———, 
Vice President. 
(SEAL OF FINANCING SEATTLE TRUST AND SAVINGS BANK 
INSTITUTION ) (Financing Institution) 
By ——- -————+ 


Attest: 
CHARLES E. Krncarp, Vice President. 


SUPPLEMENT No. 3 TO GUARANTEE AGREEMENT No. GSA (12)-3 Datrep May 15, 1951 


issued to Seattle Trust and Savings Bank, Seattle, Washington (therein desig- 
nated as the “Financing Institution”), and to prior Supplements Nos. 1 and 2 
dated June 29, 1951, and October 11, 1951, respectively (which Guarantee Agree- 
ment and any prior Supplements thereto are collectively referred to herein as 
the “Guarantee Agreement”). 

The Guarantor named in the Guarantee Agreeemnt, acting through the Federal 
Reserve Bank of San Francisco as Fiscal Agent of the United States, in accord- 
ance with the provisions of the Defense Production Act of 1950 and Executive 
Order No. 10161, and the above named Financing Institution hereby mutually 
agree that the Guarantee Agreement is hereby modified and amended as follows: 

By adding the following Exhibit B to be attached to and forming a part of 
General Services Administration Guarantee Agreement GSA (12)-3. 


“Exuisit B 


“Approval of Exploration Project Contract DMEA 2228 and Subordination 
Agreements. 

“Guarantor has executed Approval and Subordination Agreement dated July 19, 
1952, which follows: 


*“ “APPROVAL AND SUBORDINATION 
“ “By the General Services Administration 


“In consideration of mutual benefits to be derived by the United States of 
America and United States Tin Corporation, the General Services Administration 
hereby consents to the execution by United States Tin Corporation and the United 
States of America, acting through the Department of the Interior, Defense Min- 
erals Exploration Administration, of an exploration project contract for the pur- 
pose of exploring for tin, such contract numbered and identified as Docket No. 
DMBA 2228. 

“‘As guarantor under V-Loan Guarantee Agreement No. GSA (12)-3 dated 
May 15, 1951, as amended, and as the contracting agency of the United States of 
America with said United States Tin Corporation under Contract No, GS-OOP- 
(D)-520, as amended, originally executed on March 23, 1951, the General Services 
Administration hereby consents to the following actions by said United States 
Tin Corp#ration: 

“*(1) The creation of an obligation to repay to the Defense Minerals Explora- 
tion Administration an amount not to exceed $203,400 in accordance with the pro- 
visions of Article 9 of the aforesaid exploration project contract, said sum to be 
contributed by the Defense Minerals Exploration Administration pursuant to 
Article 8 of said contract. 
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“*(2) The creation by United States Tin Corporation of a lien in favor of the 
United States of America acting through the Department of the Interior, De- 
fense Minerals Exploration Administration, as specified in Article 9 (c) of said 
exploration project contract, which shall be superior to the liens of the General 
Services Administration under the aforesaid Guarantee Agreement and the 
aforesaid Contract No. GS—OOP-(D)-520. 

“*The General Services Administration agrees that any and all rights to and 
interest in property acquired by the Defense Minerals Exploration Administra- 
tion in behalf of the United States of America, pursuant to Article II of said 
exploration project contract, shall be superior to any lien that the General Serv- 
ices Administration may have on property acquired by United States Tin Cor- 
poration pursuant to the aforesaid Agreement and Contract No. GS—OOP- 
(D)-—520. 

“*In the event a discovery or a development as defined in Article 9 (a) of said 
exploration project contract is certified, the General Services Administration 
further agrees that from any moneys received by it from, or from any moneys 
due by the General Services Administration to United States Tin Corporation 
for, the production of minerals by said Corporation which have been extracted 
through the new mine shaft or mined or produced from the granite cupola zone 
or the Cassiterite vein below the No. 3 adit level (however extracted), as indi- 
eated on the map denominated “Detail Surface Map of Principal Ore Bodies” 
which is attached to and incorporated in the aforesaid exploration project con- 
tract, after the date of such certification and so long as the royalty payments are 
due under said contract, it will pay the royalty percentage specified in said ex- 
ploration project contract if such royalty shall not previously have been paid 
directly to the Defense Minerals Exploration Administration. 

“*The General Services Administration further agrees that it will authorize 
the Board of Governors of the Federal Reserve System to approve, on behalf of 
the General Services Administration, the execution by Seattle Trust & Savings 
Bank of an Approval and Subordination consistent with the foregoing and, to 
the extent necessary, to amend said V-Loan Guarantee Agreement No. GSA 
(12)-3. 

“ ‘Dated July 19th, 1952. 

“*GENERAL SERVICES ADMINISTRATION, 
““By [s] Jess Larson, 
Administrator.’ ” 

“Financing Institution has executed Approval and Subordination Agreement 
dated July 24, 1952, which follows: 


* *sPPROVAL AND SUBORDINATION BY SEATTLE TRUST & SAVINGS BANK 


“In consideration of the mutual benefits to be derived by the United States 
Tin Corporation and Seattle Trust & Savings Bank, Seattle Trust & Savings 
Bank hereby consents to the United States Tin Corporation entering into an ex- 
ploration project contract with the United States of America acting through the 
Department of the Interior, Defense Minerals Exploration Administration, for 
the purpose of exploring for tin, such contract numbered and identified as Docket 
No. DMEA 2228. 

“‘In the event of a discovery or a development as a result of the exploration 
project, certified as such by the United States of America under the provisions 
of Article 9 (a) of said contract, Seattle Trust & Savings Bank agrees that from 
moneys received by it on account of production of minerals by the United States 
Tin Corporation which are extracted through the new mine shaft or mined or 
produced from the granite cupola zone or the Cassiterite vein below the No. & 
adit level (however extracted), as indicated on the map denominated “Detail 
Surface Map of Principal Ore Bodies” which is attached to and incorporated in 
the aforesaid exploration project contract, it will pay to the Defense Minerals 
Exploration Administration in behalf of the United States of America the per- 
centage royalty stipulated in said exploration project contract on guch pro- 
duction. 

“ ‘Seattle Trust & Savings Bank further agrees that the rights, title and interest 
of the United States of America under the said exploration project contract shall 
be prior to its rights, title and interest under a certain loan agreement between 
Seattle Trust & Savings Bank and United States Tin Corporation, dated May 15, 
1951 and a chattel mortgage held by said Bank from said Corporation of even 
date with the aforesaid loan agreeement and securing said loan. 
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“*This Approval and Subordination Agreement is subject to the approval by 
the Board of Governors of the Federal Reserve System of an amendment, con- 
sistent with the foregoing and acceptable to the undersigned, to V-Loan Guar- 
anty Agreement No, GSA (12)-3. 

“ ‘Dated: July 24, 1952. 

“*SEATTLE Trust & Savines BANK, 
““By [s] K. WINSLow, Jr., 
“ ‘Heecutive Vice President.’ ” 


“It is hereby agreed between the parties hereto that reference to the approval 
by the Board of Governors of the Federal Reserve System in the last paragraph 
of the aforementioned approval and subordination by Seattle Trust and Say 
ings Bank is intended to provide for consent of the Federal Reserve Bank 
of San Francisco as Fiscal Agent of the United States acting for General Serv- 
ices Administration. The execution of this supplement provides such consent 
in the capacity indicated. 

“Guarantor and Financing Institution recognize the mutual benefits to be 
derived from aforementioned Approval and Subordination Agreements and 
therefore hereby agree Guarantee Agreement GSA (12)-3 is modified and 
amended to permit implementation and enforcement of the terms and conditions 
of said Approval and Subordination Agreements.” 

The effective date of this Supplement No. 3 is August &, 1952. 

Except as herein amended, said Guarantee Agreement and each and every 
term, covenant and condition thereof is hereby confirmed, ratified and approved 
and shall continue and remain in full force and effect. 

If and to the extent that any term or provision of this agreement shall con- 
flict with any term or provision of the Guarantee Agreement, the terms and 
provisions hereof shall prevail. 

IN WITNESS WHEREOF, the parties have caused this agreement to be 
executed on their behalf by their duly authorized agents, and the Financing 
Institution has caused its seal to be hereunto affixed, this 8th day of August 1952. 


[SEAL OF GENERAL SERVICES ADMINISTRATION, 
FINANCING (Guarantor) 
INSTITUTION ] By FrepERAL RESERVE BANK OF SAN FRAN- 
cisco AS FISCAL AGENT OF THE UNITED 
STATES 
By ——— ———, Vice President. 


SEATTLE TRUST AND SAVINGS BANK, 
(Financing Institution) 
By ———- ——, Vice President. 
Attest: 





Vice President. 





Federal Reserve Bank of San Francisco 
Fiscal Agent of the United States 
SUPPLEMENT No. 4 TO GUARANTEE AGREEMENT No. GSA(12)-3 
DatTep May 15, 1951 


issued to Seattle Trust and Savings Bank, Seattle, Washington (therein desig- 
nated as the “Financing Institution”), and to prior Supplement Nos. 1, 2, and 3 
dated June 29, 1951, November 8, 1951, and August 8, 1952, respectively (which 
Guarantee Agreement and any prior Supplements thereto are collectively 
referred to herein as the “Guarantee Agreement”’). 

The Guarantor named in the Guarantee Agreement, acting through the Fed- 
eral Reserve Bank of San Francisco as Fiscal Agent of the United States, in 
accordance with the provisions of the Defense Production Act of 1950 and 
Executive Order No. 10161, and the above named Financing Institution hereby 
mutually agree that the Guarantee Agreement is hereby modified and amended 
as follows: 

Guarantor will, and hereby does, recognize United States Tin Corporation of 
Alaska, an Alaskan corporation, as the successor in interest to the United States 
Tin Corporation, a Washington corporation, with respect to this Guarantee 
Agreement. All advances heretofore or hereafter made to said successor in 
interest, pursuant to this Guarantee Agreement and the Supplemental Loan 
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Agreement dated the 31st day of January 1953, a copy of which is attached 
hereto, marked Exhibit C and incorporated herein by reference, are, and will be 
recognized as having the same force and effect as if said advances were made 
to the Borrower originally named in this Guarantee Agreement. 

If and to the extent that any term or provision of this agreement shall conflict 
with any term or provision of the Guarantee Agreement, the terms and provisions 
hereof shall prevail. 

In WITNESS WHEREOF, the parties have caused this agreement to be executed 
on their behalf by their duly authorized agents, and the Financing Institution 
has caused its seal to be hereunto affixed, this 31st day of January 1953. 


[SEAL OF GENERAL SERVICES ADMINISTRATION, 
FINANCING Guarantor. 
INSTITUTION ] By Federal Reserve Bank of San Francisco 
As Fiscal Agent of the United States, 
By ——— ——,, Vice President. 


SEATTLE TRUST AND SAVINGS BANK, 
Finaneing Institution. 
By ——- ——,, 
Executive Vice President. 
Attest: 
JAMES A, Eaty, Cashier. 


SUBORDINATION AGREEMENT 


SEATTLE, WasH., May 15, 1951. 
Seattle Trust € Savings Bank, Seattle, Wash., 
and to Whomever Else This May Concern: 


United States Tin Corp., a Washington corporation, and Seattle Trust & Sav- 
ings Bank of Seattle, Wash., have entered into a certain loan agreement dated 
May 15, 1951, by the terms of which said bank has agreed to finance United 
States Tin Corp. in its performance of Defense Production Contract No. 
GA-OOP-(D)-520. 

One of the provisions of said contract is that United States Tin Corp. will 
provide $60,000 in cash for working capital from sources outside said corpora- 
tion in the event the liquidation of tin and tungsten concentrates is not ade- 
quate to pay bank loans, bill and trade accounts payable, and provide said work- 
ing capital. 

The undersigned, H. R. Fischnaller, expressly agree as one of the considera- 
tions for the execution of said loan agreement by Seattle Trust & Savings Bank, 
that any and all sums loaned or advanced by him to United States Tin Corp. 
to enable it to carry on said defense production production contract, or for any 
other purpose, shall be and they hereby are subordinated to all obligations 
owing, or which may hereafter become due and owing, by said United States 
Tin Corp. to Seattle Trust & Savings Bank under their said loan agreement. 

H. R. FIscHNALLER. 


GENERAL SERVICES ADMINISTRATION 
CREDIT AND FINANCE DIVISION REPORT 


I. Subject: United States Tin Corporation, Seattle, Wash. 
II. Program inception and authorization 

DPA Certificate (GSA-11-DPA-12) dated March 16, 1951, reads in part: 
“In order to assure the continued supply of tin and tungsten and the utilization 
of such supply in the manner most advantageous to the national defense, it is 
necessary that the Government undertake a program to encourage the develop- 
ment and mining of domestic deposits of these metal ores and the procurement 
of the ores resulting from such program. Accordingly, * * * it is necessary 
that the Administration of General Services enter into individual con- 
tracts. * * * It is estimated that the administration of that portion of the pro- 
gram which will be undertaken by United States Tin Corporation will require 
$1,050,000 to be borrowed from the Treasury of the United States. * * *” An 
amendment of March 26, 1951, to the original certification increased the estimate 


re) 


of the amount to be borrowed to $1,547,97 
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Pursuant to the DPA certification, a GSA contract (GS-OOP(D)-520) to sup- 
port production was executed with United States Tin Corporation calling, over 
a four-year period, for an estimated output of 564,480 pounds of tin and 5,600 
short tons of tungsten concentrates. Values at prevailing prices were: tin 
$598,348.80; tungsten $364,000; total $962,348.80. 

U. S. Tin had been carrying on a seasonal placer mining operation in the 
Alaskan Seward Peninsula which under the Government support program would 
be continued. In addition, the company proposed to construct, and complete by 
October 1, 1951, year-round facilities for lode mining. 


III. V-Loan, May 1951 

For the expanded operation, Government financing was imperative and was 
effected May 15, 1951, by V-Loan Guarantee Agreement No. GSA(12)-3 be- 
tween GSA as “Guarantor” and the Seattle Trust and Savings Bank, Seattle, 
Washington, as “Financing Institution.” In brief, the arrangement provided 
for a straight loan not to exceed $98,000 (for the purchase of fixed assets) to 
mature December 31, 1955; and a revolving credit not to exceed $276,409 (to 
afford working capital for the production, processing and sale of conce.trates) 
to mature December 31, 1955. In its sole discretion, the bank could withhold 
and cancel unused loan proceeds at the end of the 1951 mining season. GSA 
guarantee was 90%. In addition to mortgages on fixed assets, the loan was se- 
cured by assignment of monies to become due from Contract GS-OOP(D)-520. 
It was the expectation that placer operation in the short 1951 season (June— 
September) would produce some 80 tons of concentrates, and that lode mining 
would start October 1, 1951. Revolving credit disbursements were all to be 
secured by concentrates. 

The production support contract (GS-OOP(D)-520) contemplated construc- 
tion of a mill capable of processing only 25 tons of ore daily, but U. 8. Tin cfficials 
and the Alaska field staff of the Bureau of Mines recognized that such small 
scale operations was uneconomic. Consequently, U. S. Tin decided during the 
V-Loan negotiations to install a 100-ton mill; this was done, and ii is stuted 
that the purchase of used instead of new machinery kept the outiay within 
cost originally estimated. 


IV. V-Loan Amendment, October 1951 

On October 8, 1951, Mr. Kenneth J. Kadow, Executive Vice President of U. 8S. 
Tin, called on this office and represented that the financing institution was un- 
willing to make further advances since lode mining could not be commenced 
on October 1, 1951, and no concentrates would be available for security. 

The situation that existed, the reasons for the position taken by the financ- 
ing institution, and the plans evolved for emergency financing are all set forth 
in detail in our letter of October 19, 1951, to the Board of Governors of the Fed- 
eral Reserve System. At that time, the bank had advanced a total of $152,619.29, 
but considered that concentrates on hand (40 tons from placer operation) af- 
forded security for $75,000, leaving a balance of $80,619.29. As explained in the 
Jetter to the Board of Governors referred to, the bank agreed to advance an 
additional $120,000, vitally necessary to keep the operation going into November 
1951, making a total net advance of $200,619.29, provided that its participation 
in the loan be reduced retroactively from 10% to 5% ; it also agreed to apply for 
a new V-Loan, guaranteed 100%, not to exceed $148,000, to provide estimated 
cash that would be required if production did not start anew before July 1952. 
It was recognized at that point that the sum of $120,000 to be advanced by the 
bank, and any further financing, would be in the nature of development loans, 
justifiable because of the nature of DPA program certification, and because suc- 
cess of the project might mean substantial benefit to the American econ.my. 

Through Supplement No. 2 to Guarantee Agreement No. GSA-—(12)-3 the 
original V-Loan agreement was amended to provide for a straight loan not to 
exceed $73,739.30, a straight loan for $120,000.00, and a revolving credit of 
$82,000.00. Bank participation was reduced retroactively from 10% to 3%. It 
was provided that proceeds from sales under Contract No. GS-OOP(D)-520 
were first to be applied to interest; next to repayment of the revolving credit, 
$82,000.00; and next to repayment of the $120,000.00 advance—with 50% of any 
remainder to be applied to the straight loan of $73,739.30, which, according to 
bank records, had been invested in fixed assets. 


V. Amendment No. 1 to Contract No. GS-OOP(D)-—520 


Kadow returned on November 14, 1951, from Seattle, Washington, for a fur- 
ther discussion of the company’s problems. He had just been elected president 
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of U. 8. Tin, and in that capacity had assumed the financial management of 
affairs. An audit which he had had prepared at the insistence of this office 
showed that outstanding and past-due bills of the company were greatly in 
excess of previous estimates. As a result, it was plain that the company would 
need financing in excess of $148,000. 

After many conferences with interested GSA officials, it was decided that fur- 
ther financing under a V-Loan arrangement would not be feasible, and that the 
provision of necessary funds could best be accomplished by direct advances. 
It was clearly understood by all concerned that further financing could not be 
based on reasonable expectation of repayment but was justifiable only by the 
overriding objectives of the Defense Production Act. The amount of $35,000 
was urgently required before December 1, 1951, to cover payroll and other press- 
ing expenses. An advance of $35,000 was made on November 30, 1951 by means 
of Amendment No. 1 to Contract No. GSA-OOP(D)-520. The financing insti- 
tution assented in writing to release the funds due or to become due in excess of 
amounts required to meet commitments under the V-Loan agreeMent so as to 
provide a basis for the direct Government advance. 

VI. Amendment No. 2 to Contract GS-OOP(D)-520, December 1951 

The $35,000 advance just described was a stopgap measure. It was deter- 
mined from a study of voluminous data furnished by Kadow that additional 
financing in the amount of $325,901.00 would probably be necessary to cover all 
expenses and costs through July 31, 1952. To provide a base for the two ad- 
vances, totalling $360,901, Amendment No. 2 to Contract No. GS-OOP(D)-520 
was executed on December 21, 1951. Again, becessary assent was obtained from 
the financing institution. 

Amendment No. 2 to the contract increased the Government’s commitment 
to purchase tin metal to 404,750 pounds per year, and short-ton units of con- 
tained tungsten to 4,046 ton units per year. The new commitment, at prevailing 
prices, was calculated as follows: 


ROIOO0S Wa): tin we: OWI]: 2 sl sa ee a $1, 813, 280 


26GB Bee oti we Cinebben ab OB  . ea ba 5b seeds 1, 051, 960 


$2, 865, 240 

The amendment provided that following the completion of the first three 
months of lode mining operation, negotiations looking to a reduction or an 
increase in the contract price of tin metal thereafter to be delivered should take 
place. 

Amendment No. 2 also provided that U. 8S. Tin would deposit the proceeds 
of all sales of its production in a special account in the Seattle Trust and Sav- 
ings Bank, Seattle, Washington; that the balance in the account, after repay- 
ment of obligations due the bank under the V-Loan agreement, should be applied 
first to the payment to the Government of interest on all unliquidated advances ; 
next to the payment of the principal of the advance made pursuant to Amend- 
ment No. 1; and thereafter to the repayment of advances made under Amend- 
ment No. 2, Comprehensive security provisions were included in the amend- 
ment. 

On December 21, 1951, an advance of $146,808 was made to U. S. Tin to cover 
estimated disbursements in December 1951 and January 1952. It is contem- 
plated that further monthly advances May be requested and made through July 
1952, totalling not more than $179,098. 

VII. Outlook 

If the company is successful in getting water by February or March 1952, 
production will immediately start and the concentrates produced will serve to 
build up security for past and future financing. However, such concentrates 
cannot be shipped until Summer, and after reaching Seattle some months will 
go by before they can be processed into metal and finally converted to cash. 

Should water not be available in February or March 1952, it is planned by 
U. S. Tin to place the operation in a standby position until June or July. 

Whether or not production starts in the spring of 1952, it is the intention of 
GSA officials to make an inspection of the property in April or May so that they 
may determine the advisability of further financing which will unquestionably 
be required after July 1952 if the operation is to be kept going. 

R. D. MAson, 
Chief, Commercial Credit Branch, Credit and Finance Division 
JANUARY 18, 1952. 
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ExuHrsit © 


SUPPLEMENTAL LOAN AGREEMENT 


This Supplemental Loan Agreement is entered into at Seattle, Washington, this 
31st day of January 1953, by and between United States Tin Corporation of 
Alaska, an Alaska corporation, herein called ‘Successor’; United States Tin 
Corporation, a Washington corporation, herein called “Borrower,” and Seattle 
Trust and Savings Bank, a Washington corporation, herein called “Financing 
Institution.” 

Whereas a certain Loan Agreement was made under date of May 15, 1951, by 
and between United States Tin Corporation, a Washington corporation, as “Bor- 
rower,” and Seattle Trust and Savings Bank, a Washington corporation, as 
“Financing Institution,’ to enable the Borrower to procure funds so that it 
could carry out its Defense Production Contract No. GA—OOP-(D)-520 pro- 
cured from General Services Administration ; and 

Whereas one of the conditions upon which the Financing Institution made said 
Loan Agreement was that all advances to Borrower thereunder would be guar- 
anteed by General Services Administration (acting through its Fiscal Agent, the 
Federal Reserve Bank of San Francisco) as a “Regulation V-Loan” authorized 
by the Defense Production Act of 1950 and Executive Order No. 10161, issued by 
the President of the United States under date of September 9, 1950, and said 
guaranty was made and is now in effect ; and 

Whereas United States Tin Corporation of Alaska, an Alaska corporation, is 
the successor in interest to the United States Tin Corporation, a Washington 
corporation, with respect to said Contract No. GA-OOP-—(D)-520 and the parties 
hereto intend by this indenture to formally recognize that fact ; 

Now, therefore, in consideration of the mutual promises of the parties hereto, 
it is agreed as follows: 

1. The Successor hereby undertakes and agrees to perform all obligations 
which were undertaken and agreed to be performed by the Borrower by the terms 
of said Loan Agreement dated May 15, 1951, and all other instruments executed 
by said Borrower in connection therewith and pursuant thereto. 

2. The Finincing Institution will and hereby does recognize the Successor as 
the successor in interest to Borrower with respect to Contract No. GA-OOP-—(D)- 
520 and with respect to said Loan Agreement dated May 15th, 1951, and all other 
papers and documents executed in connection therewith or pursuant thereto, 
but only upon the following conditions: 

(a) That Borrower shall remain liable to Financing Institution with respect 
to all indebtedness incurred by it under said Loan Agreement but shall not be 
liable for further advances, if any, made to Successor thereunder. 

(b) That the Regulation V-Loan Guaranty Agreement heretofore executed by 
General Services Administration, acting through its Fiscal Agent, the Federal 
Reserve Bank of San Francisco, California, shall remain in full force and effect 
and apply with equal force to all sums now owing and hereafter to become ow- 
ing by Successor to the Financing Institution under said Regulation V-Loan 
Guaranty Agreement as it does with respect to sums owing by Borrower to the 
Financing Institution. 

3. Subiect to the provisions of this Supplemental Loan Agreement, the Suc- 
cessor will be recognized and treated as if it had been the original Borrower 
under the terms of said Regulation V-Loan Agreement. 

In witness whereof the parties hereto have caused this instrument to be exe- 
cuted by their duly authorized officers the day and year first above written. 

UNItTep States Tin CORPORATION OF ALASKA. 

[CORPORATE SEAL] 

(Signed) By Kennetu J. Kapow, President. 
(Signed) By W. L. Grepson, Secretary, Successor. 
Untrrep States Trn CorRPORATION. 
[CORPORATE SEAL] 
(Signed) By Kenneta J. Kapow, President. 
(Signed) By W. L. Grmson, Secretary, Borrower. 
SEATTLE Trust AND SAvINGS BANK. 
[CORPORATE SEAL] 
(Signed) By K. Wrnstow, Jr., V. P. 
(Signed) By James A. Hery, 
Cashier, Financing Institution. 
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ATTACHMENT No. 1 





Partial expenses on trip to Seattle and Washington, D. C., from Now. 1, 1951, 


through Dec. 28, 1951, by K. J. Kadow 


Nov. 1, 1951: 
Pan American World Airways ticket 





Juneau/Seattle/Washington, 


DC.) petthirme—E; 3. BaGow 226 a el $307. 
PE caida eciakciniinie avn ediqrahi citi ticteenlvb sn ocd ahias idisle deletes inicisdnajph-nsdupliapatsh bonita inetd 5. 
H >tel, phone calls, tax, etc ee hh ach lie dnb dvaheedd 15. 
ata at la Ea ea 1. 
Nov. 2, 1951: 
ene ee A beinbbeebadbbitedbdd 6. 
Hotel and tax... _-- ©F a cckesalbnbleatneslactlde indies dellbudestelnbladiolnes dadaldniieaiike 8. 
ER: | Seon She adaideci hati Ssdbedit clelrcecics ln Uh ab clan eoeiadnde oakasdnlcindeliiaiatiarnaatoh 1 
TIE Sida courses te aden witiceench sohaclprndhen bani escerbenigid Wlaiedlah cbse dctaedeeesuaibichshisd tates nldanibhionntiepeh 1 
Nov. 3, 1951: 
mee “Wer et Actas ica ats th uivcaliilnes i ns dasecthan eben cll 3 
eaehel) Sein, Uw, W0e a a ee 10. 
a ke A ll ce BE ek had 
OS ee dl el ee dee Joos Beek ee ee Sages 
Nov. 4, 1951: 
jE PER SRST ESO ee CEES RE ae aes NET T Og mt ome OLS UE ET LO PETES 4 
Hotel, phone calle, tax, 060.6—<sidbked a a 8. 
OE i te O i et lek ee os ee es 
Nov. 5, 1951: 
i a a ee volliich Lika aa 6. 
Hotel, phone, tax, etc__- Lewes as mi eiedihe 8. 
ONS 10S) Didinsdieei Jab bo Ube Bt eo. aie, 2. 
TN ites ct sins <ties bic ith enitnsesctiehiadilinsianiistnctltiiailtntcntadiinniiiesia diab aaaniie, the ma 
Nov. 6, 1951: 
BS Li ad athshite etbbbb Lael A Sil te ED ae ee tsa te ae 6. 
maeee, irene Gents Wie ik i dh hil eS 8. 
SONS (2) eed se Re Cee es ae a 1 
We ie a aaa edad bee Dl ola) eo 
Business entertainment (cocktails for 6)............__._________ 11. 
Nov. 7, 1951: 
Se MGs eos ie ee rl Tete pt dis em fy 2: 
meOusl, Halene, CAN, O66... EU es 9. 
NG 3st i eel lle lei ede sao er 
Seaies Gienet rie ies patel 2 ere ole ees i): 13. 
20SM (8) «.cejeseradi cue 1 ere 1 
Nov. 8, 1951: 
ts oe hy | ee EEL S REE YPC CMT ROS ee one CaF REEEES tev Mea tle 8. 
reel, iy; Cs eee ladies a i tt 8. 
IIT ila dati taita einstellen Cd a Es 2 
Nov. 9, 1951: 
SN. (OR sb cas beeen ih dh ee Boies Py 3. 
td co, Ee ee ee Ae hy ae 8. 
NE Ci iadein kisi ate’. obi, tp dees eit tt 843i 1. 
musinem. eubertinmemt...56o0 sti hints Se Das 3 oh 7. 
ZOE nontncnncnncnenweaitesiiicleobbbUret Giese th eteitt 3 1. 
Nov. 10, 1951: 
NE at. iiss snk ial Dit el eine lis stub silt %. 
OD, RI CI Tg i werianichscmiatnalli i nncemcisiiaihs canis aenitesainsaibibiian 9. 
MII. UIT alah nigperenrsideds alien i aie Ltesdinesian ns socandapblallnksinentirh oat acl eal ial 
TE ceracextcarevcsitinyrestantpicdilscilaiaaaiial tama i cae tics 


Nov. 11, 1951: 
Meals 
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ACT 


Partial expenses on trip to Seattle and Washington, D. C., from Nov. 


through Dec. 


Nov. 13, 1951: 
Tips at hotel 
Taxi to alrport at Seattle 
Breakfast 
Arrived Washington D. C., at 12 p. m. 
No room saved—taxi to Embassy Hotel 
ees 

Nov. 14, 1951: 

Breakfast and lunch 
Taxi to Washington Hotel___ 
Hotel Washington- 
Taxi (4 at $0.50 each) 
Business entertainment—for Lorain. 
i cinniinensennnnniiiniennniiil 

Nov. 15, 1951: 

Dinner and lunch___-_~- 
Dinner for Secretary Warne 
Hotel Washington—room, 
Taxis (6 at $0.50)__ 

Nov. 16, 1951: 

iii taal nicilanaiitiiaitiiiin 
I © BO ikctientcnn 
0 


; taxi to hote De cckdiceh bic dienlednial 


tax, phone, etc___ 


28, 1951, by K. J. Kadow—Continued 


room, register fee, “tax ‘and phone_ sdntinesihisinsliaiiiaaall 


Public stenogr apher w hile at Ww ashington Hotel.......2..10t.dastiiawes 


Moved to National Hotel 
Taxi to National Hotel 
Bourbon for cocktails—- 

Nov. 17, 1951: 
cen titi 
Taxis (4) 
Far nisineasacechiaiitiahiiegpibitdaennanioneh 
Typewriter ribbon for use of typewriter at National Hotel 
Scotch tape and stickers 
Carbon paper 

Nov. 18, 1951: 
SII. ictciacensaictiianicicenbiaicearinmmticteneiciitin 
Taxis (4) 
INI <r. cascpnhcoeausincteansiipaieesnesigtiaheinhadeincinnannscdaidldecehaplettainaaciie 

Nov. 19, 1951: 
Business lunch (4) 
Other meals 
Ts scicecabihariinalingictintncicninesichcmnemenaasiiniticigenniastasitiaiemniel ena h sa aiken 
Taxis (6 at $0.50 each) - — 

Nov. 20, 1951: 
a lent eerieerealael 
dancers tari etait take haltihlipasiilt 
Taxis (4 at $0.50 each)____ : = ; 

Nov. 21, 1951: 
Tl alata eh ait tnislaien aim tilted ocehalii wali cada taiaiiinian ail 
Business lunch for 3 
illicit earicteesnreeineennenieenicintdnaeenmaitiiemindicintnniicildlinlatinntcnh libata 
Taxis (6 at $0.50 each) __--- 

Nov. 22, 1951: 


Nov. 23, 1951: 


a i a cel he et eR rns 
a a a a acre ermetetecanitineaseniiel 
Taxis (4 at $0.50 each) --__-__- ; 
Nov. 24, 1951: 
a tan ns dt casa tail aliaiaceta entitle a 
Business lunch for 4 
TIT sccctsiniethaieiiienatiesisienmattinrnmecumperraipumtnas aappeintiliimitint a iubgabdpans 
Taxis (5 at $0.50 each) ____- 
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Partial erpenses on trip to Seattle and Washington, D. C., from Nov. 1, 1951, 


) 


through Dec. 28, 1951, by K. J. Kadow—Continued 


Novy. 25, 1951: 


SIT fini snrss in stint saleniimeinidiiiinintcintannitinadiibiiinainiaemieh ennai $3. 10 
Business Ginmer Cel Focccnsiinwwcenieesnniomneintibbbicittenin did dddletiin 12. 80 
TIDE wancurnecsnmemamannnwsannaannmmnawmamnmennihdyhilivabdiowitnianits 75 
Taxis (7 at $0.50 each) * 8. 50 
Nov. 26, 1951: 
ee A 7.50 
TONE is iusictramstenstitianinihdlbataln camapecaesneninilaneatanipaiauicitapmidaavmiaine diene 50 
Taxis (5 at $0.50 each) — Ps 2. 50 
Nov. 27, 1951: 
OOS ~ seectcecrirennensericnillhhich dn clsblihinscblbtihendibltch Sicil tN ehh tlie cach linty taalish eatin 3. 80 
ONS GAMMOR BOO A ecrcnertqnenietowintimenncsinicomspecenenbybhidsubliaritanaditicciiidenn 12. 00 
Taxis (4 at $0.50 each) “ bil Rise idles eu ee ea, ae 2. 00 
ee . 75 
Nov. 28, 1951: 
RAGNSG-Bt0. COGRERI cen cncantcoenncnmemnnnmimnnilitidadtiiladiit 7.50 
OI CIO cece ecncirnnitnciecr mccain tata de Si tit hie ahihh 8. 50 
BI + eiceceeneeceecrerenesennesennttintsbbanstithhl sh asdibibenciliisbacartihd Sidhe teldani 3. 40 
TETIE -anciseanrenneritininnininigincditiiitnintnmuininmanniinineembiinh aah dol. oD 
Taxis (2 at $0.50 each) -— . : 4 1. 00 
ee ee | 1. 80 
Nov. 29, 1951: 
Meals... Sa a i a ae li 3. 40 
Business lunch for 3 igdubd debe, chad snide ieee nian dis ase 6.10 
eR St . ) een enmbiiitabd Baked bie lbs 38. 00 
ae a ce ata PT rrr: . 60 
Nov. 30, 1951: 
Meals ae a iN a ar 7. 90 
en OI cist eitiieaccaelinrin masala tate incaad acai etiaeail 2. 70 
I a a i 2.00 
a a ae a a, . 15 
Dee. 1, 1951: 
Meals ee 6. 90 
TT 1. 80 
ID pista di saeitatlilies a aia etal a Shiite emenens . 50 
Dec. 2, 1951: 
i tiictiniteiitailimenen sincsbeisbiiianailinbaadii aa ee | 6. 50 
eT i: ssniccic sinensis ennai ain 2.00 
a sinsitinsans ita eneedalcla caneiecdiapipdle a anndaieitei daar ucmlidasasie ied . 75 
Dee. 3, 1951: 
NI lita ih ines tiie eiaisinatnndincilaiincicasnaniaibitiainliaiamabimaaiaitiataiass AN ie. Se 7.10 
Taxis (6 at $0.50 each). ~~ a saillalitieansineahia ll cia lee tenia latte Si ia 8. 00 
I ii dia sei ceeern etna eciiiesitresesiidetecsiiduclapsitionntallinientinncsiticaiinn nish halide eee 75 
Dec. 4, 1951: 
I haa atl eaeecintntaniiseninanaatatnneneeiiieiiad aii aaa aati 8. 50 
I TO Biss cctirntnatinibitageressintiiednnncennnerenatiibniniintiniibneiiigaimniiattiiisiniiitiies 22. 50 
tia 62 GE OOSD GOED) cceccseseittieccenece: sewen esse blah thailand tan dedh ani 1. 20 
I instance ss ceseiieeaheaetsagibaibctbaisiastatistinaabapent cnc daicaahiatianiciaiiiindaatiadiee . 75 
Dec. 5, 1951: 
BSG - -sceserenneenennee LT ee 7. 20 
es HO i eR on cceennciiemnnnreenmamnnentiaeamnn nme 1.50 
IDG cndiswnwwnenwewen nakenpeinaiempuleaapneannarcenninntaiet SRR RE eee eae és . 50 
Dec. 6, 1951: 
esis tami. Bee Freer aiseunmatenemmninsinmatinnnmnananenamna 6. 70 
Bebe -~ ~seneucuennmemmennnes epeeeniehtrertemiedunannenings eainiiiiaililill tiaainting 8. 60 
awl ~66:-cb : BOBO. GG) eecicerwnsnteseesnennetcatpcnnrentianmnen wltdcale 3. 00 
SIE thetedmstnsmnneiins sie sigan ticipate gaensemlaiita incite idee aaa 1. 00 
Dec. 7, 1951: 
Liquor for cocktailen ia niscss were rete ewer 7.00 
Meals cccccuu EA ta ARNE IROP NOP I DARE AR seep nema 8.10 
Taxis (6 et- B00 encla) sseia sn cinceserccmmesmnewe selon sed int 1. 00 
EID. ch enna semininttcttenencnsiensicicienisntims aie siliaitaiiagas iteaiidiines Soman ttiacetieminetnds ini . 15 
Dec. 8, 1951: 
i a le wzceucrennecurnseer unsuited reda Mi. DO. 563i 6. 80 
Taxis - (4 at--$0.50 each) «csc ns corer ce cnc ws neese=—eee- 2 
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Partial expenses on trip to Seattle and Washington, D. C., from Nov. 
through Dec. 28, 1951, by K. J. Kadow—Continued 

Dec. 9, 1951 : 

Ticket to New York and return__------~- Sihetin bas al 

0 ES ELIS OT Ie oe a aii ete a 4 

| RES A Se ee . ahelpdnatiid 

a acc we ntiabel ‘ ~inen 
Dec. 10, 1951: 

TINE a: nistnisinssiaiataitn Acts deviate terest Shasta della a = 

See 0k ee Sr eeeeia ai a 

i ian a wduutieien-es~ 
Dee. 11, 1951: 

ils iis 63 ble wintinid weddniaiaiatbe lilt Tit let oth allie Reale. 

a Se scenes. DB 

Taxis (2 at $0.60 each) % 

TUNG. cncimali dtttitletiintinis eiesecistiie eid aandiale«sidesti 
Dec. 12, 1951: 

ie, 

Business dinner and drinks___--- Si atenchhaniaabassn ibaa —_ cinpinnana entceind 

Taxis (2 at $0.60 each) ___--~_~- Nihal ak seenk 

ND secicsickascaid da lecain le cacao alates ate eccataialinins ada iniininsaicicahbiclbadachia 
Dec. 138, 1951: 

ere labia Sas cin act 

I, FR iia cc cccsineion SS dailimiaitinitaigs eptalistacaep eit ii 

TOT xinssctah en einscesicsenscanil tts aniaa ds diahaieniiasl la iarecibianiicentecetlnnibmiiniiaiaanenanigaceaints 
Dec. 14, 1951: 

Meals a a a ge ee iN a a i 

Taxis (5 at $0.50 eac h) 2 

a aca nce lee ea a i shia inics. dita 
Dee. 15,1951: 

Ment: (BD) sccenctamdennsd Soe ee ee ee 

Dinner at Shoreham for 4 

a i pee naa 

Tl lela dca RMI iin. ccaisnahibneiaioniegphadbiiienerstia 
Dee. 16, 1951: 

I EO i teneciiertnenctien eeepc a a i case clipcasneniin igi 

Taxi (4 at $0.60 each) oer a 

FTI ceeensouninerreemaesrinishinent-aariehing-cemcanaed eimleleaadats neat Apmeninay lan anasto pitino 
Dee. 17, 1951: 

I I iin NR a as ce tite aha iensiaaiaitcla tigated 

Got CS at SLID ORG) cnc tedenesudnessenn a hala 

IG cnc ccqnensccannganpeegnyennanggithitdabadidlcigitenttgntndiadig-ages ae 
Dee. 18, 1951: 

TI ian stamesdk oo Rccmieaned eaeeantlsdedmes thdassiatieaia teas UR Dll ail tininsiiosaat ait 

Public stenographer for copy work__----~--~- eet dele Ria ical 


Taxis (5 at $0.50 each) : 
a a acl ee RE acids Si alaciiciescaegammenanas) fd 
Dec. 19, 1951: 


Meals 


Taxis (2 at $0.50 each) 


Total Hotel National bill from Nov. 16 to Dec. 
long distance, 
checks, ete__- 


and 


telegrams, 


tax, 


Taxi to airport—W: ishington, D.C 


Excess baggage 


19 for 


bank charge 


rooms, local 
for Alaska 


ON as inenicnesiincia incidences latin insta thiicoheinaately sia atlnaciade Sa apie 
Dec. 20, 1951: 


Arrived Seattle at 8: 


30 a. m., 


bus to city 


CE FCS cxcccrnntnsccnanhnntcettintnulitiladn Silas Rn sia 


Lae: fk... saeiaeaes=eaaiaiaie samen 
Ce CE IS CU ereseientsnicnmnerceentneninimenatnntpe 


Taxis (3) 


I, 
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Partial expenses on trip to Seattle and Washington, D. C., from Nov. 1, 1951, 
through Dec. 28, 1951, by K. J. Kadow—Continued 


Dec. 21, 1951: 


Hotel, tax and phone calls “ A U1 iS a Les LJ $10. 96 


I sities 0 ctl ceetini ttenenenerteeienenes nanan neencinaiinnata tamed wiinsiitiinimaiecienslieh 4. 20 
SE = lb Dentin enncnasesenmamenennnasanineventian eaten ainsiiinibdninicade 3. 20 
Bourbon for business drinks___-- evita nibiiihlnnaimmnaniniineataeintiinel 7. 20 
Ba ic taicpihicnintsnsiaiciiinaisneidticenisiubiaineiidabalamniticaiaiidaiaaniniamiiiidinimia aaa . 75 
Dec. 22, 1951: 
PORE me nnnndmsmmuncnncsnanngiiitennneddidbihn tl Mani dedbinll 1. 80 
TRE - Cr Ci id. cittticisnannnnemtinmmatiemnnnermnmmiimnnimmmened 2. 50 
IN <a tpl Ai cnnssessicinincseohtnetibenmeeaietchaiaislh iheanenlisanllia iain dai kee eaiaiadadiiaae 2. 00 
Weathered in at Annette Island overnight, long distance phone 
ret Ais dctinnccanncansnnmnmnnnnnmnnnbnliiledlblinidebd 5. 60 
Dec. 23, 1951: 
Arrived in Juneau, taxi from airport to home in Juneau_..-----.. 1. 50 
Total a nents ntninieitaneai ; sieaiiials . 1,624.12 
I. United States Tin Corp. record of disbursements by check 
TRAVEL AND COMMUNICATION 
Period Check No Payee | Amount! 
1954— March _ 7 1,387 | K. J. Kadow___. : a $500. 00 
1,389 | Alaska Airlines................ 7 ‘ endvateonwenenll 17. 25 
1,408 | Everett Houghland..._._- nessenbthatnctinak babebndl 83. 23 
mee.ts65-- Sees —ae 600. 48 
February 1,348 | Where To Go Travel Bureau... ‘ <a . a ~ 349. 49 
244 Munz Airways 4 diesanmaine sal 1, 412, 21 
247 Ge. :... | 1,050. 03 
EE omee ‘ : 2, 811. 73 
January 1,315 | Alaska Airlines i en sand : 99. 90 
) National Hotel (president) - --..- . J 250. 00 
3100 | Cash (travel, president) sindiale iin 200. 00 
3102 | Pan American Airways (pre sident) sal 126. 50 
() National Hotel (president) - 250. 00 
(3) Cash (president) ...........- es A “ heddll 200. 00 
Total aan ; au canned 1, 1: 26. 40 
1953— December 1,280 | Where To Go Travel Service_...............---.-- scsaitnaeg eee 369. 72 
235 | International Domestic and Travel Service.__. “a —— 186. 30 
238 | Munz Airways (October account) ‘ i 1, 338. 72 
241 | Munz Airways_-_.........--.-.-.. snninmanndanigneetiteniaeltl 443. 35 
$92 | Pan American Airways. ..--.-.- Bd batenslcb ane tescica tence 126. 50 
296 | National Hotel-__-_- ‘ cnanedadennsedetinetpapas deena 300. 00 
— —- 
Total... senereteiienserenntanieniteiweinchenennitsittineaniin | 2,764.95 
November 1,250 | Alaska Airlines, Inc ae | 264. 50 
21,418 — Cab Co. (travel, ee help). ‘ | 3.00 
2 1, 238 . M. Behrens Bank-..- éé é é ‘ | 554. 46 
| ‘Tetal...... al aieeaaded 821. 96 
September. 1,088 | Alaska Airlines___. 34. 50 
1,137 | Where To Go Travel Bureau: 
Travel expense on mine purchase..... .----- $300.00 | 
Travel __. ‘ swesulbee 95. 60 
———— 395. 60 


| 

| 

! 

| 
1,146 | Where To Go Travel Bureau... } 662. 40 
1,166 | B. M. Behrens Bank-.--.- ‘ | 446. 05 
220 | Pan American Airways- -- ‘ Lisi: JOU 18. 99 
221 | Munz Airways-. | 362. 25 
271,400 | Joe Attatayuk | 20. 00 
Wien Alaska Airways. wiv 607. 51 


Total ‘ odd a 2 547 30 





Footnotes at end of table. 
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I. United States Tin Corp. record of disbursements by check—Continued 


| 
Period | Check No. | Payee Amount 





1953—August--. 1,040 | Alaska Airlines : $6: 
1,056 | Where To Go Travel Bureau 510 

1,069 | Henry Schaefer __-_- 200. 

28 | Wien Alaska Airlines__-_- 1, 52% 


29 | Munz Air Service 
3 | Alaska Cab Co. (travel, injured man 
2) Pan American World Airways 





NR cs oe . 2, 752. 99 
July.. 976 | Alaska Airlines 42. 00 
Teller Commercial Co 4.79 
| Munz Airways 43. 77 
| do 334. 75 
| Wien Alaska Airlines 69. 00 
| 
| Total 1, 184. 31 
| June_. 901 | Donald Kochersperger 231. 00 
| 905 | W. L. Gibbon 300. 00 
| 908 | Alaska Airlines 390. 71 
| 922 | Pacific Air Freight 32. 93 
: (?) Wien Alaska Airlines 1, 115. 50 
j (3) Juneau Office 829. 91 
| 
i Total 2, 960. 05 
i May-.- 888 | B. M. Behrens Bank of Juneau 1, 191. 48 
i 889 | Where To Go Travel Service 1, 704. 53 
i 263 | Wien Alaska Airlines 771. 65 
Total 3, 667. 66 
April 790 | Alaska Airlines 770. 50 
813 | H. E. Schaefer 209. 33 
820 | Donald Kochersperger 76. 38 
821 | R. J. MeCrary 47. 00 
822 | Paul M. Sorenson 156. 75 
837 | Where To Go Travel Service 1, 481. 20 
Total 2 756. 46 
March | 736 | B. M. Behrens Bank-__. 1, 296. 25 
| 743 | Where To Go Travel Bureau 546. 88 
772 | Gid Laschkewitsch 393. 60 
778 | Alaska Airlines 4,44]. 85 
782 | Donald Kochersperger aaa 335. 00 
783 | R. J. MeCrary 352. 01 
. From Behrens Bank, Juneau (travel) 904. 29 
21,348 | Oscar Severin at Lost River (travel to mine 92. 00 
1,349 | Theo Leppla (travel in to mine)... 92. 00 
} 1,351 | G. Laschkewitsch___ donc dbase J 62. 10 
1,358 | Wien Airlines 850. 43 
| : 
Total 9, 276. 41 
Febtuary-_-|.--. . 1, 195. 83 
January . ..- 670 | Henry E. Schaefer (travel) . 15. 90 
685 | Pacific Telephone & Telegraph Co. (communications) = 118. 88 
} 696 | M. E. Tippets (travel) .__- 269. 10 
Total = 403. 88 
1952—December . _} 599 | Alaska Airlines. __..__- ee ala 85. 25 
November-_| 542 | Pan American Airways 331. 20 
553 | Where To Go Travel Service. 331. 20 
558 | B. M. Behrens Bank-_.. 1, 263. 77 
| a 
| 1, 926. 17 
} == 
October... 452 | J. J. Gilmour-. 88. 61 
} 494 | Pan American Airways 39. 95 
i 508 | Where To Go Travel Service 1, 819. 30 
j 1, 947. 86 
September. 382 | H. E. Schaefer 125. 68 
} 383 | B. M. Behrens Bank (transfer to travel fund) 1, 024. 66 
| 390 | K. J. Kadow (travel and Juneau office) ...... 41, 622.13 
391 | B. M. Behrens Bank (mine travel) __. y } 719. 97 
429 | Where To Go Travel Service. 331. 20 


Footnotes at end of table. 
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I. United States Tin Corp. record of disbursements by check—Continued 


Payee Amount! 


Period Check No 

August 357 | B. M. Behrens Bank (travel fund) | $1, 400. 00 
July 276 | K. J. Kadow (travel fund) 1, 000. 00 
297 | Dean H. Bollman | 149. 50 
310 | Where To Go Travel Service 475. 88 
1, 625. 38 
June 249 | J. J. Gilmour 300. 00 
250 K. J. Kadow 22. 85 
260 | Where To Go Travel Service 703. 80 
1, 126. 65 
May ’ 207 | Pan American Airways c 583. 20 
208 | K. J. Kadow (Juneau office and travel expense 1, 206. 18 
218 | J. J. Gilmour 92. 33 
Total 1, 836. 71 

April ‘ 
March 114} K. J. Kadow 324. 60 
141 do. 1, 360. 61 
Total - =: . 1, 685, 21 
February. 110 | Alaska Air Lines 5 2, 068. 55 
January | 61 | Rankin & Stokes (travel expenses of auditors to Nome, 493. 09 

Alaska). 

62 | K. J. Kadow “ 1, 624. 12 
Total 2, 117. 21 
1951— December 3) K.J. Kadow a. 1, 159. 65 


| RE i lia a ea gil ean ‘ss eee 5A, 572. 33 


1 Amounts of checks disbursed for travel expense; in cases of checks including amounts for other purposes, 
only that portion chargeable to travel is shown. 

3 Checks reported drawn on Nome bank. 

§ Checks reported drawn on Juneau bank. All others reported drawn on Seattle bank 

4 Checks drawn for travel, Juneau office expense, etc., with no segregation shown 

§ It is not clear whether this item represents travel or air freight. 


CASH DISBURSEMENTS FOR THE 3 MONTHS ENDED DEC. 81, 1951 (EXCERPT) 


Cash disbursements: Mine, travel expense__......---..-....----~-. $667. 35 
General and administrative: Travel expense._..............--.---. 2, 252. 76 


II. United States Tin Corp., disbursements in Nome, Alaska, for travel expense 
(Miners and Merchants Bank) 
1951—December : 











47 


NO I aaa tie clean tat cenesineniaaianniediainpacimertiiparteiies $105. 94 
TEED Slicers emctetnerneaciatinenteseerceensn niga atiihdiaietealiie Wctpallitnursiencrwnipinereinl 40. 00 
145. 94 

1952—March : 
I dial tae aiitieremetenetaringiiigpntrptimnnibidiieie 20. 00 
THORS Be FOC, Ce icin diieteidtlbatnccnngmees 300. 01 
I ii aac las ieee isan beatae a mein ienagale. 820. 01 
January: Travel and freight expense___..__.._.___-_--_---.-._- 541. 51 
February: Travel and freight expense_._.......__....-__-...-- 434. 58 
Ape = rene “a ili cent ccc tecenten thapipe icine 142. 10 
PU TT ees ecient ecsneb nth ndeeneen seighenenls 316. 00 
a SIGE Mic ntertins Setecnceecnnrvceterncsen ith nenbcineintntaiertatiasliiatinna: 143. 38 
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IIT. United States Tin Corp., disbursements for entertainment, donations, etc. 


| Check | 
Ne. 





Date Payee Amount Description 
| q cailion iieciapetieiindamaieiaain nec iaeimatpenaeinatentens oma 

Dec. 24, 1951 21 | Imperial Candy Co__. $29.40 | Christmas candy (kids). 
Dec. 27,1951 42 | Ben Franklin Stores__-- | 178.71 | Christmas supplies. 
Dec, 31, 1951 46 | Fred H. Furey.. 27.27 | Entertainment. 
Jan. 8, 1952 53 | Chas. E. Sullivan... 15.46 | Flowers for Christmas gifts. 
Jan. 8, 1952 54 | Jerry O’ Neill__..__. box 13. 34 | Flowers for funeral of Judge Murane. 
Feb. 19, 1942 119 | American Red Cross__ 5.00 | Donation. 
Apr. 1, 1952 170 | American Cancer Society - . 5. 00 Do. 


The Vice CuatrMan. We will recess until 2 o’clock. 
(Whereupon, at 12:30 p. m., the hearing was recessed until 2 p. m.) 


AFTERNOON SESSION 


(The meeting reconvened at 2: 05 p.m.) 

The Vice Caarrman. The hearing will come to order. Mr. Irving 
Gumbel, Materials Division, EPS, will be the first witness. 

Do you solemnly swear the testimony you are about to give to be 
the truth, the whole truth, and nothing but the truth, so help you God? 


TESTIMONY OF IRVING GUMBEL, ACTING DIRECTOR, MATERIALS 
DIVISION, EMERGENCY PROCUREMENT SERVICE, AND MAXWELL 
ELLIOTT, GENERAL COUNSEL, GENERAL SERVICES ADMINIS- 
TRATION 


Mr. Gumpet. I do. This is our general counsel, that I would like 
to have with me, if I can. 

The Vice CuHasrman. You will have to be sworn, too. Do you sol- 
emnly swear the testimony you are about to give to be the trutli, the 
whole truth, and nothing but the truth, so help you God ? 

Mr. Exxiorr. I do. 

The Vice Cuarrman. Are you going to testify, Mr. Counsel, or 
not ? 

Mr. Extiorr. I may as to some points. 

The Vice CHarrman. Because I wouldn’t swear you unless you are 
going to. 

Mr. Exxiorr. Imay. I have no objection to being sworn. 

The Vice Cuarrman. If you are an attorney, it isn’t usual, but I was 
just having in mind that you were going to testify. We were treating 
everybody the same. 

Mr. Ex.iorr. I think possibly I should. I don’t want to “X out 
the certification.” 

The Vice Cuatrman. Nobody has ever been able to decipher that, 
just what it really is. We haven’t had a translation of it, have we, 
Counsel ? 

Mr. Warren. We asked for a copy to be put in the record. I be- 
lieve it was put into the record, as to what the certification was. (See 
p. 86.) 

The Vice Cuarrman. You are General Counsel—— 

Mr. Extiorr. For GSA. 

The Vice Cuairman. Mr, Gumbel will you give us your full name 
and address? 
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Mr. Gumpev. I am Irving Gumbel, 4530 Klingle Street NW., Wash 
ington, and I am Acting Director of the Materials Division, Emer- 
gency Procurement Service of the General Services Administration. 

Mr. Warren. Mr. Gumbel, will you state what positions you have 
occupied with the Government since November 18, 1950, when the 
first application was made ? 

Mr. Gumpert. Yes. The time the application was filed I was As- 
sistant to the Administrator of General Services; in May, I believe 
it was, of 1951 I became Assistant Administrator for Defense Coordi- 
nation. 

Mr. Warren. Is that in GSA? 

Mr, Gumpeex. Yes. Then in September of 1951 I also became as- 
sistant to the Administrator of the Defense Materials Procurement 
Agency. About September of 1953 I was for a very brief period 
deputy administrator of DMPA, and upon the demise of that admin- 
istration I took my present position. 

Mr. Warren. Will you tell us briefly the reason DMPA was es- 
tablished, when it was established, and the authority for it? 

Mr. Gumpev. You have heard testimony about the distribution of 
the functions of the different agencies under the Executive Order 
10161, that is to say, the Defense Minerals Administration was to 
formulate programs, certify them to the Defense Production Ad- 
ministration, rather, recommend their certification by the Defense 
Production Administration to the General Services Administration. 

After about a year of that it was decided that it didn’t work too 
well, that those two functions, the function of programing and car- 
rying out the programs, should all be in the same agency, and there- 
fore the DMPA was organized to handle the functions both of the 
Defense Minerals Administration and the General Services Admin- 
istration, 

Mr. Warren. If I remember correctly, one man was the admini- 
strator of the two agencies, is that correct ? 

Mr. Gumpex. That is correct. In fact, the Administrator of GSA 
was always the Administrator of DMPA. I might also add that we 
had common service officers, that is to say, the Comptroller’s Office, 
the Office of Management, the Office of Compliance, was the same. 

Mr. Warren. The same for the two agencies? 

Mr. Gumeex. Yes. The DMPA had its own engineers and nego- 
tiators and its own office of General Counsel. 

Mr. Warren. Will you state what functions of GSA were trans- 
ferred to DMPA when it was created ? 

Mr. Gumeet. The contracting functions? 

Mr. Warren. Were these contracts here handled in DMPA? 

Mr. Gumpev. Maybe I ought to clarify that, too, Mr. Counsel. PBe- 
fore DMPA these contracts were placed with the General Service 
entered into by the General Services, and actually at the time of the 
United States Tin contract it was placed in the purchasing division 
under Mr. Maull. Subsequently, when DMPA was organized, the 
actual contracting was done by DMPA, supervision of the contracts 
while the facilities were under construction was handled by DMPA, 
but supervision of the contracts after the facilities went into produc- 
tion was then transferred to the GSA. 

Mr. Warren. At what time was it transferred to GSA ? 
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Mr. Gumpex. It would be at the time the facilities were completed 
and in operation. 

Mr. Warren. That has always been the rule? 

Mr. Gumpew. That has been the rule. 

Mr. Exxiorr. That has been the rule. 

Mr. Warren. Then, any supervision in connection with these con- 
tracts of the United States Tin Corp. would have been with GSA, is 
that correct ? 

Mr. Gumpet. In the case of United States Tin, you must remember, 
Mr. Counsel, that this whole contract was originally entered into by 
GSA, It was supervised by GSA until approximately the end of 1951, 
when DMPA was organized, and then supervision of the construction 
work was the responsibility of DMPA until, and that would have 
continued until the plant was completed. Of course, it was not com- 
pleted during the lifetime of DMPA. 

I might add the administrator of the General Services Administra- 
tion, Mr. Larson, was always very anxious to avoid duplication of 
effort on manpower, and therefore he determined to have the DMPA 
as small an organization as possible and depend on the Bureau of 
Mines and Department of the Interior for all technical work and for 
the General Services for such work as they were normally capable of 
fulfilling. 

Mr. Warren. Was Mr. Howard I. Young the Deputy Administrator 
of DMPA? 

Mr. GumseE.. Yes, from its organization to I think about June of 
1953. 

Mr. Warren. Why was DMPA absorbed into GSA ? 

Mr. Gumpet. Well, it was thought that its programing function had 
about reached its end, virtually, that there would not be any large 
number of programs after that. The facilities that were under con- 
struction were nearing completion, and it was felt that what remained 
to be done, could be done by the General Services Administration. 
‘That was by Executive order, you understand. 

Mr. Warren. What order was that ? 

Mr. Ex.xiorr. I don’t remember the number offhand, Mr. Warren. 
I think it is 10281. I would have to check that. It was an ares of 
August 1953. The other reason which wasn’t mentioned by Mr. 
Gumbel was part of the drive of the administration to liquidate all of 
these so-called emergency agencies, and put their functions into—— 

The Vicr CHarrman. Consolidate them under one head ! 

Mr. Exniorr. Yes, sir. 

Mr. Warren. Do you recall the circumstances, Mr, Gumbel, under 
which the United States Tin Corp. project first come to your attention ? 

Mr. Gumpeu. I think I do, sir. 

Mr. Warren. Would you state what it was? 

Mr. Gumpewu. Let’s see. I think the first I heard of it was in October 
of 1951. I have just refreshed my recollection and I note that my 
records show that on October 10, 1951, Mr. Kadow and Mr. Hoff 
called on me—— 

Mr. Warren. Does this refresh your memory on that? 

Mr. Gumse.. It does now that I see it. 

Mr. Warren. What is that letter and what is the date of it? 

Mr. Gumpert. This is dated September 27, 1951. It is in effect an 
outline of this United States Tin contract, the potential requirements, 
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and description of the program, probable ultimate cost and borrow- 
ing authority. 

Mr. Warren. Who contacted you with regard to this project? 
Did anyone contact you with regard to the project ¢ 

Mr. Gumpet. Yes, on several occasions, I probably had heard of 
it before this. I had certainly heard of it when I signed it. The first 
record I seem to have is on October 10, when I had a visit from Mr. 
Kadow and Mr. Hoff. 

Mr. Warren. What year was that ? 

Mr. Gumpent. That was on October 10, 1951. 

Mr. Warren. Mr. Hoff is the administrative assistant to Sena- 
tor Magnuson ¢ 

Mr. Gumueew. That is right. I had a note that during that meet- 
ing we discussed the matter in general, and I arranged for them to 
meet with Mr. Mittendorf of the Defense Minerals Administration, 
and Mr. Ford, of my office, who helped in the contracting. 

The Vice Cuatrman. Did you know Kadow when he was in the 
Government ? 

Mr. Gumpew. No, sir. In fact, I didn’t know that he had been with 
the Government until this hearing began. 

Mr. Warren. What was your next contact with anyone in con- 
nection with United States Tin Corp. ? 

Mr. Gumpet. I also have a record of a meeting on November 29 
with Mr. Kadow and Mr. Mason of the General Services Administra- 
tion, in which we had a general discussion of this project. 

Mr. Warren. What was the substance of that meeting ? 

Mr. Gumset. I take it we just discussed what their project was, 
how they were going to do it and one thing or another. 

Mr. Warren. That was Mr. Kadow and Mr. Mason? 

Mr. Gumsex. That is right. 

Mr. Warren. Was that the first time Mr. Kadow contacted you? 

Mr. Gumpert. No, the October 10th meeting was the first. This is 
November 29. 

Mr. Warren. That was the second time ? 

Mr. Gumpex. That is right. 

Mr. Warren. Do you recall the letter of October 9, 1951, addressed 
to Mr. R. D. Mason and signed by Kenneth J. Kadow setting forth 
the many delays, and I quote from it: 

But since our production has not reached the expected proportions they are 
no longer willing to do so. Under date of September 17, and I believe again on 
October 2 or 3, the bank indicated a desire to have its participation reduced 
on all funds advanced which are not supported by inventories of tin and tung- 
sten concentrates. 

Mr. Gumpert. Yes, I remember that letter. 

Mr. Warren: The reasons for the delay were: 

One, the first steamship of the year to Lost River was expected approximately 
June 15 to 20 but actually arrived and completed its discharge of freight ap- 
proximately July 18. This delay was due to unseasonable weather and to the 
discharging of freight to the military ahead of ours. 

Two, the late arrival of the boat with supplies and machines, plus unseason- 


able rains, has ent down our placer output to 40 tons; thus reducing the antici- 
pated security for our revolving fund. 


Mr. Gumpert. Yes, I remember that. 





DEFENSE PRODUCTION ACT 249 


Mr. Warren. Mr. Chairman, I suggest that letter just referred to 
be made a part of the record. 

The Vice Cuarrman. It will be made a part of the record. (See 
p. 265. 

Mr. Warren. What was the next date that Mr. Kenneth J. Kadow 
discussed the United States Tin Corp. with you? 

Mr. GumsBet. What was the date of that ? 

Mr. Warren. October 9, 1951. 

Mr. Gumset. The next was the November 29 meeting that I men- 
tioned, the second meeting. 

Mr. Warren. Was this letter discussed with you in the meeting on 
October 10? 

Mr. Gumset. I think it likely. I can’t say for sure. 

Mr. Warren. Did he discuss with you that they had overspent 
their funds at that time ? 

Mr. Gumpset. I don’t know whether you could say they overspent 
their funds. We did discuss the fact that they had not produced the 
concentrates that would be necessary to continue to borrow from the 
Seattle bank under that revolving fund, and that therefore they 
would either have to close down or get unsecured funds. You see, up 
to that time all the funds were secured. The $98,000 was secured by 
the capital assets, by the plant they purchased, and the $275,000, 
whatever it was, was to be secured by the concentrates and bills re- 
ceivable, from the sale of concentrates. Since they were not produc- 
ing as much concentrates as they expected, they didn’t have enough to 
be able to borrow all the money that they were authorized. 

Mr. Warren. Was Mr. Kadow asking for more money at that time? 

Mr. Gumpeu. He was principally asking to get the restriction of 
having to have collateral. That is what he wanted to do. 

The Vice CHarrMAN. Get it removed, you say ? 

Mr. Gumpex. Yes, that is right; get the requirement of providing 
collateral, security waived. 

Mr. Warren. At that time were you aware of the fact that the 
company had disregarded the contract in installing a 100-ton mill in- 
stead of a 25-ton mill? 

Mr. Gumset. I presume I was. I am a little hazy when I first 
found that out. I would like to discuss that briefly, if I may. 

Mr. Warren. All right, sir. 

Mr. Gumpex. In my judgment, after reviewing the record pretty 
thoroughly I have reached the personal conclusion that the company 
never intended to put in a 25-ton concentrate mill. Their original 
lease, you will remember, provided for a 100-ton mill. That was back 
in 1948. Their applic ation provided for a 100-ton mill. When they 
were informed only a 25-ton mill would be approved, there was evi- 
dence they wanted to ask for a reconsideration, and they were told 
that a reconsideration would delay the matter, and so by assump- 
tion 

Mr. Warren. Of course, what you mean is that the United States 
Tin Co. officials did not intend to install the mill, but they didn’t let 
you know that? 

Mr. Gumpet. Didn’t disclose it to us. 

Mr. Warren. It was discussed with them in conference, that a mill 
of 1-ton-an-hour capacity would be installed and they agreed to it? 


51710—54——_17 
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Mr. Gumeex. That is right. But I have the feeling, and this is 
strictly my personal opinion, that they never-— 

Mr. Warren. You mean, now from having reviewed the record 
vou have that feeling ? 

Mr. Gumpew. Yes. 

The Vice CuarrmMan. Do you think a lot of this trouble and finan- 
cial difficulty could have been avoided if they had stuck to the 25-ton 
mill? 

Mr. Gumpert. As we see it now, that is quite obvious, Mr. Gamble. 
However, I am not sure that—well, I am certain that I wouldn’t have 

seen it at that time with my very limited knowledge of mining. I 
would probably have reached the cone lusion that, well, if they could 
get a 100-ton mill for the price of a 25-ton mill that is a good job. 

Mr. Warren. Of course, Mr. Gumbel, the mill itself was not the 
big expenditure. 

Mr. Gumee.. I grant you that. 

Mr. Warren. It was housing, water—— 

Mr. Gumepeu. But you remember they had certified that they had 
the housing and the water and the roads. 

Mr. Warren. You do not necessarily have to accept what they say 
about those things ? 

Mr. Gumeev. That is correct. And also I might add, Mr. Warren, 
that strictly speaking it was the duty of the bank to notify us that 
they were going to install a 100-ton mill rather than a 25-ton mill. 

Mr. Warren. Did the bank know it? 

Mr. Gumsex. I presume it did since it advanced the money to pay 
for it. 

Mr. Warren. Don’t you think, Mr. Gumbel, that those expendi- 
tures on this equipment should have been approved by the General 
Services Administration ¢ 

Mr. Gumpert. No, sir; I do not. That is one of the reasons why we 
went into these guaranteed loans rather than a straight advance, to 
relieve ourselves of the time-consuming effort of checking all these 
things. 

Mr. Warren. Isn’t the ultimate responsibility still in the Govern- 
ment, if there is a loss? 

Mr. Gumpev. Not entirely. After all, the bank was in it for $30,000, 
and we always assume the bank doesn’t like to lose $30,000. 

Mr. Warren. The correspondence relates that the maximum lia- 
bility at any time was $10,000. 

Mr. Gumpet. No, sir; it was 90 percent of the 

Mr. Warren. They had a limitation of $10,000 liability ? 

Mr. Gumpe.. I wasn’t familiar with that. 

Mr. Warren. As to the interest on this obligation, would the bank 
collect their interest? How does the interest figure in ? 

Mr. Gumpen. The bank collected 5 percent interest. They paid us, 
I think, about a half of 1 percent for our guaranty. 

Mr. Warren. Then the bank on a $275,000 loan couldn’t have lost 
any money, could they? Weren’t they getting the interest all along? 

Mr. Gumpev. They were getting 414 percent, but they expect to get 
that. 

Mr. Warren. All they could have lost would have been all or part 
of the interest ? 
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Mr. Gumpev. I have worked for a bank. We never figured that 
getting the interest made it worth while for us to lose the principal. 
We always wanted to get both the principal and the interest. 

Mr. Warren. Why shouldn’t the Government want to get both of 
them, too ? 

Mr. Gumset. I think it should. 

Mr. Warren. Do you think this case was handled in a manner that 
would have indicated they would ever have gotten both of them? 

Mr. Gumeex. Of course, the position of the Government and the 
bank was different. The bank, of course, had only one responsibility, 
and that is to take care of the money of its stockholders and depositors. 
The Government had the responsibility of taking care of the money 
of the taxpayer but also of fulfilling its responsibilities under the De- 
fense Production Act, which was to increase the production of scarce 
materials. 

Mr. Warren. Has that extended down to the present time—that 
necessity under the Defense Production Act? 

Mr. Gumpen. It has become less urgent. After all, we have done 
a job. We have diminished our deficiencies in almost every material 
except perhaps 2 or 3. 

The Vice Cuarrman. That is in the stockpile effort? 

Mr. Gumpeu. Both the stockpile and the increase in production. 

Mr. Warren. Was there any real urgency when this $1,300,000 was 
loaned, on the last loan ? 

Mr. Gumpet. The urgency there was to try to get back the money we 
already had in it. 

Mr. Warren. You were going to spend $1,300,000 to get how much 
back ¢ 

Mr. Gumpen. It was about $600,000. Well, Mr. Warren, that is 
something I have had a good deal of experience in. If it works, why, 
you are a shrewd banker; if it doesn’t work, you have thrown good 
money after bad. 

Mr. Warren. There wasn’t much chance that this would work with 
the kind of management that we had in that company; was there? 

Mr. GuMpe.. I am not sure it depends entirely on the management. 
A great many things happened that were very unfortunate. me being 
able to get water was unfortunate. I am not an engineer. I dont 
know. But the boys I have talked to that are in a position to know do 
say that these people had a lot of misfortune. 

Mr. Warren. There has been testimony here to the effect that had 
the 25-ton mill been installed there would have been adequate water. 

Mr. Guete. That is right. 

Mr. Warren. The engineers ? 

Mr. Gumeset. That is right. 

The Vice Cuarrman. You wouldn’t have had the breakdowns in 
your machinery if you had new machinery instead of secondhand, too? 

Mr. Gumpex. That is right. A great many things developed sub- 
sequently that I am not sure could have been anticips ated. 

The Vice Cuatrman. It is foresight and hindsight ? 

Mr. Gumeet. That is right. 

Mr. Warren. Did you accept Mr. Kadow’s letter of explanation of 
delays, Mr. Mason’s and Mr. Nicoll’s, as sufficient additional justifica- 
tion for these loans ? 
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Mr. Gumpet. Mr. Warren, I am not sure that that is exactly the way 
it was. I will say this, that after examining the matter, going into the 
matter, I saw no reason to suggest to the Administrator that he should 
overrule those decisions. 

Mr. Warren. What study was made on this, Mr. Gumbel? 

Mr. Gumset. What do you mean ? 

Mr. Warren. These reports. What studies were conducted as to 
whether this thing should be continued ? 

Mr. Gumset. Well, you have a record of the engineering work that 
was done, visits of Mr. Brussolo. As far as the actual engineering, 
there was a great deal of difference of opinion, I think you will ap- 
preciate. The field team in Alaska made one report. The Nonferrous 
Metals Committee of the Defense Minerals Administration rejected 
that report. Until Brussolo made his report, I am not sure that the 
General Services was in a position to have an opinion about the tech- 
nical aspects of it. 

The Vice Cuatrman. Was the field report the one that Mr. Lorain 
was engaged in? 

Mr. Gumeew. Yes, that was the first one. 

Mr. Warren. Why was it so long before an engineer was ever sent 
to this United States Tin Corp. mine? 

Mr. Gumpew. Let’s go over the thing, Mr. Warren. The contract 
was entered into in March. The mill wasn’t supposed to be installed 
until that fall. There was no point in sending anybody up there be- 
fore that time. Then there were delays and, as I remember, nothing 
could be done because of the lack of water, and one thing or another, 
until the following spring, which was the spring of 1952. Then they 
kept on working. The reports were always optimistic. We had no 
real 

Mr. Warren. The reports of the officials of the United States Tin 
Corp. ? 

Mr. Gumpew. Yes. 

Mr. Warren. Did you accept those? 

Mr. Gumpeu. Yes, we did, Mr. Warren. Normally, we accept state- 
ments of contractors. It would be a hopeless job to try to supervise 
and inspect every one of these projects. I must admit that since then 
we have changed our policy in that respect. 

Mr. Warren. What engineers recommended the continuation of 
loans, and what engineers recommended against them? Are you fa- 
miliar with Mr. Bourret’s report ? 

Mr. Gumnen. Yes. It was a good report and I read it carefully. 

Mr. Warren. What did he state? 

Mr. Gumpew. He was in favor of discontinuing the thing entirely, 
not advancing any further funds. 

Mr. Warren. He was very definite about that ? 

Mr. Gumpert. Yes. He had not made an on-the-spot inspection. 
His report was based on the files, what was in the files. On the other 
hand, the Alaskan representative of the Bureau of Mines continued 
to be very optimistic about it and were able to persuade Mr. Young 
to change his mind with the thing. 

Mr. Warren. Will you state what Mr. Young’s first decision was, 
and the date of it, and his second decision and what was the date of 


that ? 
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Mr. Gumpew. Yes, sir. The first decision was a memorandum by 
Mr. Young on April 1, 1952, to terminate the contract. The second 
memorandum was on July 9 recommending that the contract be con- 
tinued and additional advances not to exceed $940,000 be made. 

Mr. Warren. He wanted to discontinue it 

Mr. Gumpet. April 1, 1952. 

Mr. Warren. And lend $940,000 on what date? 

Mr. Gumpet. July 9. That was approximately 90 days later. 

The Vice Coarrman. Whois Mr. Young? 

Mr. Gumpet. Mr. Young was the Deputy Administrator for De- 
fense Materials 

The Vice Cuatrman. Is he an engineer? 

Mr. Gumset. I don’t know how good an engineer he is. He is an 
awfully good businessman. He is president of the American Zinc & 
Lead Co. 

Mr. Warren. Will you state who contacted Mr. Young. I under- 
stand that he had an interview with Mr. Lorain? Did Mr. Lorain 
talk with you, also? 

Mr. Gumpet. No, sir, I have never met Mr. Lorain, as far as I know. 

Mr. Warren. Did you take any action in connection with this $940,- 
000 loan ? 

Mr. Gumpet. As far as I know, I did not. 

Mr. Warren. Or any of the other loans? 

Mr. Gumpex. No. By that time my activities were of a different 
character. ‘ I had very little to do with this type of work at that time. 

Mr. Warren. I recall having seen correspondence to the effect that 
you had some part in the loan. Mr. Gumbel, do you recall that? 

Mr. Gumpert. In the loan? 

Mr. Warren. In making the loans and in making the recom- 
mendations ? 

Mr. Gumeet. For a brief period. As I say, I think it was between 
May of 1951 and the time the DMPA was established in September. 
My duties were to supervise and coordinate the making of these con- 
tracts. That was the time that I was principally interested. 

Mr. Warren. Were they referred to you? 

Mr. Gumpew. Yes. 

Mr. Warren. Fora final determination ? 

Mr. Gumpe.. I beg your pardon ? 

Mr. Warren. Referred to you for a final determination ? 

Mr. Gumpert. For recommendation to the Administrator, if I 
thought it was necessary or desirable. 

Mr. Warren. In connection with the change that Mr. Young made, 
can you enlighten us as to what transpired, and who talked with Mr. 
Young and what happened on that? 

Mr. Gumepet. I can only guess, if you want my guess on it. I have 
no knowledge. 

Mr. Warren. You have no knowledge of it at all? 

Mr. Gumset. No, sir, none whatsoever. 

Mr. Warren. I would like to refer to a letter dated December 1, 
1951, addressed to Mr. Jess Larson, Administrator, GSA, to your at- 
tention. It is signed by Mr. Kenneth J. Kadow. I quote: 

However, they were assured by Mr. Merrill’s office that just as soon as we 


proved we could successfully mine and mill their ore we would have been given 
a much larger facility capable of producing satisfactory returns. On that basis 
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with strong statements by several important Government officials for the need 
of tin and tungsten, the tin corporation officials signed the original contract. 
It was agreed that this was the logical course of action and the plan was fol- 
lowed. 

That makes reference to the 100-ton-a-day mill. Who in GSA does 
that refer to? 

Mr. Gumpert. The commitment to give them a larger—— 

Mr. Warren. Yes, sir. 

Mr. Gumpe.. What was the date of that, again ? 

Mr. WarreEN. December 1, 1951. 

Mr. Gumpex. Well, I wouldn’t know. It would have been some- 
one in the DMPA, if it actually happened. That would have meant 
getting a new certification. Of course, I think the record is pretty 
clear that when this thing began as a pilot-plant operation, the rec- 
ommendation that it be a pilot-plant operation in the beginning, it 
was ptetty well understood that if it was successful it would be ex- 
panded to a commercial operation. I think the record is clear. 

The Vick Cuatrrman. That is what I was referring to when I asked 
you about the 25-ton plant, because it seems to run throughout that 
it was to be a pilot operation. 

Mr. Gumpert. Yes. As I understand the whole thing, Mr. Gamble, 
it was expected that the operation would keep going from this placer 
deposit that they were mining, and while doing that they would be 
going into the experimental work of the pilot-plant to see if it was 
practical. 

Then, if that proves successful, they could come into the Govern- 
ment fora larger project. They just simply shortcut that. 

Mr. Warren. What is your opinion with regard to private capital 
that should be invested in these companies? Don’t you think that 
the United States Tin Corp. should have been required to invest 
more of their own funds? 

Mr, Gumeev. Mr. Warren, I thought a great deal about that. In 
general, I think there is no question but the Government shouldn’t 
loan money to people who couldn’t put up some equity capital in the 
deal. Unfortunately, we ran into this situation, that frequently we 
found people that had undeveloped mining properties but no money 
to put into it. We have had to finance some pretty sketchy projects 
simply because they had the ore body. Some of them worked out 
badly, too. 

Mr. Warren. Do you know the circumstances under which the 
Government was required to purchase this property ? 

Mr. Gumpev. Yes. 

Mr, Warren. What were those? 

Mr. Gumeev. As I understood it, originally, the United States Tin 
Co. had a lease purchase contract whereby they could operate the 
property and pay a 10-percent royalty, but at any time they had an 
option to purchase it for $250,000, I think. They made the down- 
payments of $15,000, I think, or $14,000, prior to the contract with 
the Government. Subsequently, they paid the balance out of their 
advance. Well—no; let me say that I believe they got a reduction for 
cash, which was paid out of the money they borrowed from the Gov- 
ernment. 





DEFENSE PRODUCTION ACT 


Mr. Warren. Don’t you think the reason for the purchase of this 
property was due to the fact that the title was defective and the Gov- 
ernment was required to purchase in order to protect its interests? 

Mr. Gumpeu. I don’t know that the title was defective. I don’t 
know it to this day. 

Mr. Warren. You don’t know there has been a court proceeding 
about the title ? 

Mr. Gumesew. I understood there was a court proceeding by the 
trustee for the distribution of funds, but I didn’t understand that to 
be an attack on the title to the property. 

Mr. Warren. Did the contract between your organization and the 
United States Tin Corp. contain a section prohibiting the payment 
of contingent fees ? 

Mr. Gumpeu. Yes, sir. 

Mr. Warren. Do you know whether that was violated ? 

Mr. Gumpet. As far as I know, it was not violated. 

Mr. Warren. What is the practice of the General Services Ad- 
ministration now with respect to the certification being included in 
the contract ? 

Mr. Gumpert. Well, I don’t think at the present time we require 
a certification, Mr. Warren, because I understand that is covered by 
a general statute, isn’t it ? 

Mr. Exatorr. What kind ? 

Mr. Guampen. I think he means a certification such as was X’d out. 

Mr. Ex.ziorr. With respect to contingent fees ? 

Mr. Warren. No; with respect to the original application. 

Mr. Extiorr. Yes; we require a certification on all applications. 

Mr. Warren. On any statements submitted to you, do you require 
that ? 

Mr. Exxrorr. Yes; we do, sir. 

Mr. Gumeeu. Let’s suppose there was an application for an ad- 
vance of funds, and we asked them for a financial statement or a 
statement of other data to support their application for an advance. 
We would certainly have in it, and we do have in it, a requirement, 
a statement that the applicant certifies that everything is true and 
correct. 

Mr. Warren. Do you know of any legal reason, Mr. Elliott, as to 
why the certification should have been left out of the original ap- 
plication ? 

Mr. Exxiorr. I can’t see any reason why the whole of that cer- 
tification should have been left out. After listening to the testimony, 
I can see why one portion of it might have been left out, and that was 
the portion which had been taken from an old NSRB Form to the 
effect that the applicant agreed to pay any and all expenses of any 
government agencies investigating it. I can see why an applicant 
might have been apprehensive that he was signing a blank check, 
but I don’t see why the other part of that statement—— 

Mr. Warren. As to the part which refers to the truthfulness of the 
statement, do you know any reason why that should be deleted ? 

Mr. Exxiorr. I know of no reason for it whatsoever. 

Mr. Warren. Would you comment further on Mr. Bourret’s report, 
Mr. Gumbel? 

Mr. Gumset. I thought at the time, and since rereading it, of course, 
I am even more struck with the accuracy and lucidity with which he 
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exposed his views. However, I again would like to repeat that he 
did not make a personal inspection. 

Mr. Warren. What action did you take when you received Mr. 
Bourret’s report? Did you send someone to the mine or what was 
done at that time # 

Mr. GumBe.. At that time my responsibility for this matter had 


largely vanished, and it was now part of the ordinary activities of 
the DMPA outside of my office. 


Mr. Warren. But prior to that time, Mr. Gumbel ? 

Mr. Gumpe.. Prior to that time I don’t think we had any basis 

Mr. Warren. What action was taken by anyone in connection with 
Mr. Bourret’s report ? 

Mr. Gumpev. Well, that I don’t know, Mr. Warren. I don’t know 
what happened. 

Mr. Ex.iorr. I would like to correct a minor thing. I said that 
certification was in the application for an advance. I find that is 
not precisely correct. The certification appears in a credit form, 
which is one of the supporting documents that we always require for 
an application for an advance. 

Mr. Warren. I would like to go back to the letter of January 29, 
1952, signed by Mr. Weston Bourret, Chief, Mining Light Met: ils 
Branch, addressed to Mr. Tom Lyon of the E xpansion Division. It 
is the memorandum of December 14, 1951. It gives an analysis of the 
proposition, and brings out the fact that there is not sufficient devel- 
oped ore on which to base a sound mining operation, and that also 
additional financing to the extent of perhaps $800,000 or more would 
be required. The possibilities of producing significant amounts of tin 
at today’s market price of $1.18 a pound are too remote to justify the 
use of additional Government money. “Consequently, we recommend 
that no further advances be made on the supplementary $278,000 
loan until the DMEA exploration contract now being negotiated 
proves the existence of a commercial ore body that can be exploited 
in this region of exceeding high cost and extreme climatic handicaps.” 

The files indicate that you took action on this report. Will you 
state what action you did take ? 

Mr. Gumpert. I don’t know of any action. You would have to re- 
fresh my memory, Mr. Warren. 

Mr. Warren. I mean, in respect to the matter that is reported 
here. What action did you take? Who did you contact ? 

Mr. Gumpet. That was now and had been for some little time, and 
Mr. Bourret was part of the DMPA, reporting to Mr. Tom Lyon, who 
in turn reported to Mr. Young, and I had no particular responsibility 
or authority in connection w ith that at that time. 

Mr. Warren. You mean, that you did not have anything to do 
with any of these loans, or that you didn’t contact people and talk 
with them about it 

Mr. Gumsew. I mean this, from the time the loan was first made 
until the establishment of the Defense—— 

Mr. Warren. Here is a letter addressed to you, Mr. Gumbel, from 
Mr. P. W. Jordan, dated June 30, 1952. It states that on April 1, 
1952, the Deputy Administrator, DMPA, sent a memorandum to 
GSA in response to Mr. Jordan’s memorandum of March 24. 

Mr. Gumpex. That is right. 
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Mr. Warren (continuing). This memorandum, a copy of which 
is attached, states that no further financing on the part of the Gov- 
ernment was justified, and that the Gener ral Services Administration 
contract should be terminated at the earliest possible date. The ter- 
mination proposal did not seem consistent with the theory of the con- 
tract and with the contractual obligations under it. As this was a 
matter for action by the appropriate contracting officials, the mem- 
orandum was directed to the EPS. This division tried to arrange for 
meetings between the Emergency Procurement Service and DMPA 
to resolve the apparent impasse. However, such a meeting was ap- 
parently never held, although there have been numerous discussions 
of the project. 

What were those discussions ? 

Mr. Gumee.. That I don’t know, because I was not present. As I 
understand this memorandum from Jordan, it simply was that here we 
have not been able to get together with the EPS and you are the as- 
sistant administrator for coordination, will you please arrange for 
them to get together and for them to make up their minds, 

Mr. Warren. The last paragraph states : 

These facts are supplied with the understanding that you propose to clarify 
the problem of where we go from here. When we know to whom we shall look 
for further guidance, our job will be to provide the appropriate financing neces- 
sary if such assistance is to be undertaken. 


Mr. Gumpex. That was obvious. What he wanted me to do was to 
arrange for a dec —e to be made, not to ask me to make a decision, 
because at that time I did not have the authority to make one. Asa 

result, I think some meetings did take place. 


Mr. Warren. Did you arrange the meeting ? 

Mr. Gumpet. I think so. 

Mr. Warren. Who did you arrange it with ? 

Mr. Gusset. I think probably between Mr. Lyon and Mr. Jordan 
or Mr. Mason. 

Mr. Warren. You don’t know? 

Mr. Gusev. I don’t recall. 

Mr. Warren. You don’t know that you arranged the meeting? You 
didn’t attend the meeting ? 

Mr. Gumpet. I don’t think I did. 

Mr. Warren. What was the decision ? 

Mr. Gumpet. Well, in the first place, I am not sure that any decision 
was made other than they felt they couldn’t cut this thing out without 
a further investigation, and I think that that was probably a time from 
then onward that advances were made on a monthly basis until a final 
decision could be made. 

The Vice CHarrman. Who overruled these decisions that they 
shouldn’t go ahead ? 

Mr. Gumpet. I don’t think it was a question of overruling them, Mr. 
Gamble. I think they said, “All right. Mr. Young thinks we shouldn't 
go ahead.” 

The Vice Cuarrman. You say, shouldn’t? 

Mr. Gumpert. We will make an advance for the month of May. 
After all, the month of May was upon them. And they made an ad- 
vance for the month of May, and when it came to make the advance 
for the month of June, as I remember, Mr. Young changed his mind. 

The Vice Cuarmman. And thought they should go forward ? 
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Mr. Gumpe.. Should go forward. Not only that, but to make a 
commitment to advance them enough money to continue for the rest 
of the season. 

Mr. Warren. Did you take any action in connection with that, or 
was it Mr. Young’s decision entirely ¢ 

Mr. Gumpex. That is right. It was his responsibility. 

Mr. Warren. This part of the quotation that I previously read: 


The termination proposal did not seem consistent with the theory of the con- 
tract and with the contractual obligations under it. 

Who thought it wasn’t consistent ? 

Mr. Gumee.. I think that was Mr. Jordan’s view. But the fact 
of the matter is, you said you had two agencies supposedly independ- 
ent but with the same administrator who couldn’t seem to get together. 

Mr. Warren. Did you consider that the contract had been violated 
time after time at this point? 

Mr. Gumpet. At this point I reached no conclusions at all, Mr. 
Warren. You will notice on this memorandum that my title has been 
changed. It is no longer Assistant Administrator. It is Assistant to 
the Administrator. That is very important in Government. 

Mr. Warren. Did Mr. Young take all of this out of your hands? 

Mr. Gumpex, That is right. 

Mr. Warren. He didn’t entrust it to you? 

Mr. Gumseu. That is right, sir. I won’t say that. That would seem 
to imply that he didn’t have confidence in me, but he had an organiza- 
tion which was supposed to function. 

Mr. Warren. I didn’t mean to imply that. 

The Vice Cuarrman. Were you opposed yourself to going further 
into this? 

Mr. Gumse.. Mr. Gamble, I never thought that—it seemed it had 
now become a technical question, an engineering question. 

The Vice CHarrman. You had no—— 

Mr. Gumsew. I had no authority and no basis to reach a conclusion. 
As a layman, Mr. Bourret’s report seemed to make a lot of sense, but I 
long ago reached the conclusion that a layman cannot decide an argu- 
ment between engineers. And Mr. Young had engineers who were 
capable of determining this. 

Mr. Warren. Mr. Gumbel, will you state what, if anything, you did 
to get the loan continued in the spring of 1952? 

Mr. Gumpex. To get the loan continued? As far as I know, I did 
nothing, Mr. Warren. That was the time when we were making these 
monthly advances. That is what you are referring to? 

Mr. Warren. That is right. 

Mr. Gumee.. The $18,000 from the April expenditures, $26,000 for 
May, $42,000 for June 

Mr. Warren. That is correct. 

Mr. Gumeex. As far as I know, I didn’t 

Mr. Warren. These loans did not come through your office at all? 
You knew nothing practically about them; is that it? 

Mr. Gumee.. For one thing, I got copies of all such memorandums. 
So I knew it was happening. 

Mr. Warren. On what basis did you receive copies ? 

Mr. Gumpeu. Well, I imagine largely just from force of habit. 
People had always sent me these things and continued to do so. 
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Mr. Warren. I don’t quite see what your function was in connec- 
tion with these contracts. Maybe we shouldn’t have called you as a 
witness. Did you have any function ? 

Mr. Gumset. I had a function up until the fall of 1951. 

Mr. Warren. What, if anything, did you do in connection with the 
contracts ¢ 

Mr. Gumpeu. Actually, I don’t think I did anything except to know 
they were being made. 

Mr. Warren. Why does you name appear in the correspondence in 
connection with the contract ? 

Mr. Gumpset. As coordinator, I was supposed to know what was go- 
ing on so I could report to the Administrator. That is about the size 
of it. 

Mr. Warren. So you were supposed to know what was happening? 

Mr. Gust. I did know what was happening. 

Mr. Warren. Then in view of all of the violations that transpired 
in this case, why didn’t you take some action ? 

Mr. Gumpert. No, I can’t admit there were all of these violations. 
You have said that the putting in of a 100-ton mill was a violation 
of the agreement. Lam notalawyer. Perhaps it was. 

Mr. Warren. Didn’t the contract provide for a 25-ton mill or a 
1-ton-an-hour mill ? 

Mr. Gumare. That is right. It might have been interpreted that 
it was a minimum of 25 tons. I don’t know. Assuming it was a 
violation 

Mr. Warren. It doesn’t say a minimum ? 

Mr. Gumste. No, it doesn’t. Assuming it was a violation, we didn’t 
find out about it until November when the mill was installed or in 
the process of being installed. What do we do? Do we denounce 
the contract? The fellow already had our money. He had the 
$98,000. What do we do about it? 

Mr. Warren. Certainly, you could have done something about it. 
You could have foreclosed on the mine. 

Mr. Gumpet. What good would that do us? We didn’t want a 
mine in Alaska, 

Mr. Warren. You could have put some good management in 
there. 

Mr. Gumeex. At that time we didn’t know that the management 
was no good. As far as I know, we don’t know yet. 

The Vice Cuarrman. Shouldn’t somebody have known? 

Mr. Gumpet. Have known what? 

The Vice Cuarrman. Shouldn’t somebody have known what was 
goingon? Yousay you didn’t know it until November. 

Mr. Gumpert. Nothing was going on except, Mr. Gamble, they were 
trying to install a mill under great difficulties. 

Mr. Warren. Don’t you think the fact that these interpretations 
such as you have just referred to there, not considering this a viola- 
tion of the contract when it actually was, a series of events like—— 

Mr. Gumset. I didn’t say it wasn’t a violation of the contract, Mr. 
Warren, but I said assuming it was a violation of the contract, what 
could we have done about it ? 

Mr. Warren. What do you do in the case of violations of other 
contracts ¢ 
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Mr. Gumpex. It depends upon the circumstances. Sometimes we 
accept it if we can’t cure it. There is no use of putting the guy in 
bankruptcy at that stage in the game. We had hoped to get our 
money back, 

Mr. Warren. How can you continue justifying putting this sum 
of $3 million in there when you knew that the terms of the 
contract 

Mr. Gumpei. Wait. We made our decision after that. That wasn’t 
a decision of canceling the contract. Later on we accepted any viola- 
tion of the contract that was made by amendment 1, I think it was, 
or amendment 2. 

Mr. Warren. Did you change the terms of the contract with respect 
to the size of the mill? 

Mr. GumpeL, I don’t know whether in so many words, but we in- 
creased the quantity per annum, which was by implication an accept- 
ance of a 100-ton mill. 

Mr. Warren. You had a quantity to be produced still with a 25- 
ton mill, according to the terms of the contract; did you not? 

Mr. Gumpset. I don’t think that would have made any sense. The 
original contract, which I think was somewhere in the neighborhood 
of 150,000 pounds, was based on a 25-ton mill. The amendment pro- 
vided for 400,000 pounds a year, or something in that neighborhood, 
which was what could be expected from a hundred-ton mill. 

Mr. Warren. Did you have a report of the Nonferrous Metals Com- 
mittee as to their determination on the 25-ton mill? Did you know 
the reasons why they decided on a 25-ton mill ? 

Mr. Gumpex. Sure. It was a matter of a part of the record. 

Mr. Warren. After this United States Tin Corp. violated the agree- 
ment you thought it was good business to go along with them? 

Mr. Gumpe.. No; I didn’t feel happy about it, but I just didn’t see 
any reasonable alternative. 

Mr. Warren. Did you ever take it up with them? Did you say 
anything to them about it? 

Mr. Gumset. No, sir. 

Mr. Warren. You didn’t even tell them they had violated the agree- 
ment? 

Mr. Gumeet. I don’t think I ever did. 

Mr. Warren. Did anyone in the General Services Administra- 
tion—— 

Mr. Gumpet. I doubt it. 

Mr. Warren. Or did DMPA take this matter up with any official 
in the United States Tin Corp. ? 

Mr. Gumpert. I wouldn’t know. I don’t think I did. 

Mr. Warren. Don’t you think this is poor administration ? 

Mr. Gumpert. No, sir, I don’t think so, Mr. Warren. As I repeat, 
I don’t see what the sensible alternative was. Understand, they had 
already gotten the $98,000. They bought a mill that they shouldn't 
have bought. What could you do about it? 

Mr. Warren. They knowingly bought a mill they shouldn’t have 
bought ? 

Mr. Gumpert. That is right. 

Mr. Warren. Shouldn't that have put the GSA on notice as to the 
kind of management that we had in this company ¢ 
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Mr. Gumpet. There is no doubt it should have notified that these 
people—— 

Mr. Warren. Why wouldn’t they be put on notice ¢ 

Mr. Gumset. I don’t know the answer to that. 

Mr. Exuiorr. I think I can shed some light on that general matter. 
I think it goes something like this. Perhaps we were guilty in the 
old days of some fallacious reasoning. We started out on the premise, 
as stated in the preamble of the Defense Production Act, that this 
was to be pursued to the extent of private enterprise. We started on 
the principle that where we had a responsible contractor, a man with 
technical know-how back of him and with their own money in it, that 
it would be presumptuous and folly on the part of the Government 
to interfere with that, that it was the management’s responsibility. I 
think up to that point our reasoning was very sound. Unfortunately, 
sir, it fell down. 

Mr. Warren. Can I interrupt you? This was the theory of Mr. 
Howard Young, is that correct ? 

Mr. Exuiorr. Yes, sir. 

Mr. Warren. And he was the head of the American Zine Co.? 

Mr. Gumpet, Yes, sir. 

Mr. Exxiorr. That is correct. I think the theory fell down, I will 
be perfectly honest, in those cases where such as this case the manage- 
ment did not have a background of mining experience, and where 
they weren’t putting up private money, or where the Government 
money was going in. 

I might say, sir, that that defect that existed in the past, if you will, 
has been corrected. At the time that the Defense Materials Procure- 
ment Agency was abolished and its functions transferred to GSA, 
Mr. Mansure said he wanted to follow up on these contracts where 
the Government’s own money was directly invested, either by way of 
a guaranty or advance, as distinguished from private funds being put 
up. And he entered into an arrangement with the Secretary of In- 
terior whereby we can and do call upon them, the engineers of the 
Bureau of Mines, to make constant inspections and follow up on that. 
Our credit people also follow up. That arrangement has been in 
effect since September 15, of last year. 

So I can say that were this to arise today, the sort of thing that 
Mr. Warren has been getting at in his testimony, would be picked 
up. In other words, there was a violation of the contract. There is 
no question about that. It was reratified. A decision was made to 
ratify it maybe on perfectly good reasons. I am not a mining en- 
gineer and don’t know. I think it is quite right that the fact that 
the violation occurred should put us on notice that the management 
was bad, even though the decision be made soundly to go ahead with 
this project because of the need to find and develop a source of tin on 
the continent. I still think that had we then had enforced the pro- 
cedure we have today, we would have done something about tightening 
up the management. 

The Vice Cuarrman. There are other projects that needed this 
tightening up? 

Mr. Exxiorr. Mr. Gumbel, would you care to answer that? 

Mr. Gusev. I am greatly obliged to Mr. Elliott for bringing this 
matter up. My first official act was to discuss this with the Admin- 
istrator and put this into effect. What we have now, we actually 
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have resident engineers stationed on the very large projects, and we 
have the smaller projects inspected at regular intervals, monthly or 
every 2 or 3 months, as the case may be, by the Bureau of Mines. We 
have had 3 or 4 similar unfortunate contracts of this nature, and as 
Mr. Elliott mentioned, they were almost always due to the fact that 
we are doing business with people who didn’t put in their own money 
and had no experience, no background in the mining industry. 

I can assure the committee that will not happen anymore. 

Mr. Ex.zorr. I can also say, Mr. Gamble, I can think of one case 
where there is a highly responsible firm building one of our titanium 
plants with an advance. They ran into difficulties because titanium 
is new. It is experimental and there are a lot of bugs. The president 
of the company came in at Mr. Mansure’s request, sat down with him, 
went over it. It is a very large company of which this is only one of 
their aspects, and he made some, at our suggestion, and at his own 
suggestion, internal changes in the management of this particular 
plant. That is the sort of thing we are doing today. 

Mr. Warren. Mr. Elliott, don’t you think the percentage of Gov- 
ernment money in a business makes a vast difference as to the course 
of action which should be taken ? 

Mr. Exniorr. I think that makes all the difference in the world. I 
quite agree. Where you have a situation where we have a procure- 
ment contract only, where we are underwriting it, take a contract of 
the type that I am sure you are familiar with, some of the aluminum 
expansion contracts, where they went out and borrowed the money 
from private sources and private risk, and we are guaranteeing them 
a alae for their production, that is one type of thing. There I 
don’t think we should interfere with management, if you will. But 
on another type of case, such as this, where the Government is put- 
ting up all the money, the contractor doesn’t have the financial re- 
sponsibility, and in some cases doesn’t have the technical background, 
then I think we have a responsibility to the taxpayer, too. 

Mr. Warren. Do you have resident engineers at those places ? 

Mr. Extiorr. Yes, where the size of the operation is enough to 
warrant it. 

Mr. Warren. At the aluminum plant you have resident engineers? 

Mr. Exxiorr. No, because they are putting up all the money pri- 
vately. There is no Government guaranty except in one of them, and 
in that one particular case, the funds, although the Government is 
guaranteeing it, are supplied by 16 banks and insurance companies 
who are also creditors in other respects to their company, and believe 
me they are policing it up to the hilt. But we follow up on them. 

Mr. Warren. Mr. Gumbel, can you state why these contracts be- 
came progressively larger and larger? We started off with $375,000. 
We get up to a $940,000 contract, and we end up with a $1,300,000 con- 
tract. It seems to me it should be decreasing rather than getting 
larger. 

Mr. Gumpet. I think there are a number of reasons, Mr. Warren. 
One is, as you yourself mentioned, certain things developed during 
the course of the operation where additional funds were required. 
For instance, a very large amount of money was required to provide 
water, which had been certified to be available before we entered into 


a contract. 
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Then another thing was, I think, this reconditioned equipment 

caused a great deal of trouble. 

Mr. Warren. That is the reason you should have known about it 
at that time, isn’t it, the time it was installed, and had something to 
say about it? Don’t you agree to that? 

Mr. Gumpew. I agree. Certainly I agree, Mr. Warren, that we 
should have been more careful, the General Services Administration 
should have kept aneye on thisthing. At this state I can’t say exactly 
where we should have found out that things were not all on the up 
and up, and particularly I have difficulty in determining even with a 
lot of hindsight exactly when we should have stopped advancing 
money. You see, you have another trouble in this particular case 
because around about September the place is locked in for the winter 
with ice. If the thing is going to continue to operate, prior to Sep- 
tember they have to have a lot of money so that they can bring in 
supplies to last them until the following spring. 

Mr. Warren. That is an additional expenditure, isn’t it, the interest 
on investment alone to hold this inventory increases the cost ? 

Mr. Gumpet. That is right. 

Mr. Warren. I understand that the freight from Seattle to this 
mine is more than from Norway to the mine? 

Mr. Gumpeu. It must be tremendous. Of course, those are all 
things—— 

Mr. Warren. Did you have anything to do with the stock promo- 
tion that was carried on by the directors of this corporation ? 

Mr. Gumepet. No, sir. In fact, I didn’t know anything about it 
until Mr. Croston returned from his trip and told me about it, which 
was last February, March. 

Mr. Warren. What about the most recent application for more 
funds? Have you had anything to do with that? 

Mr. Gumpex. No; I didn’t hear about it—when was it—Thursday 
or Friday ? 

Mr. Warren. What course do you plan to take in respect to that? 

Mr. Gumeew. I don’t intend to take any course. But I imagine 
that we will have—— 

Mr. Warren. Does the General Services Administration plan to 
take any course? 

Mr. Gumpe.. We have to take a course. 

Mr. Warren. What course will GSA plan to take? 

Mr. Gumeew. I have no knowledge. I! sta think—you want my 
personal views—I think that before we gave them another cent it 
should be entirely on a secured basis, sec ured by concentrates and the 

value of the money we advanced to them——— 

Mr. Warren. That is what we have been doing all along, isn’t it? 

Mr. Gumsen. No, sir. We started to do that in the original loan 
agreement of May 15, 1951. 

Mr. Warren. Who is going to tell whether the concentrates are there 
or not ¢ 

Mr. Gumpew. I think we have to put somebody up there to be 
sure that the concentrates are there. 

Mr. Warren. As I recall the records of the General Services Ad- 
ministration, they show 50 tons of concentrate that were there and 
Mr. Fischnaller showed 90 tons of concentrate there on January 31, 


1951. 
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Mr. Gumeet. Of course, I think, and I refer to my General Counsel 
on it, I believe that there are pretty strict laws about putting up 
inventory to secure a loan and then the inventory not being there. 

Isn’t that a pretty serious crime? 

Mr. Exuiorr. It is not well regarded. 

Mr. Gumpet. I have heard of people g going to jail for a long time. 

Mr. Warren. Has the General Services Administration taken uny 
action with respect to these serious matters? Has this been turned 
over to the Department of Justice or anyone for investigation ? 

Mr. Exxiorr. This whole thing is under investigation by our own 
compliance division. Mr. Mansure ordered that investigation several 
months ago. My last information was that they have not completed it. 
When they complete it, they will report to Mr. Mansure and he will 
in turn decide whether or not there is any material in it that will 
warrant it being turned over to the Department of Justice. It may 
also be that our - compli: ince division, as sometimes happens, will get 
to a point where they feel there is no certainty, there is no certain 
evidence of wrongdoing sufficient at that time to turn it over to the 
Federal Bureau of Investigation. 

Mr. Warren. Mr. Elliott, could you enlighten us as to the status 
of the last application for funds of the U nited States Tin C orp. ? 

Mr. Ex.rorr. My information, sir, as of Friday—you are talking 
about the one 

The Vice CHAIRMAN. $403,000. 

Mr. Ex.iorr. My information as of last Friday is that it had not 
yet reached us. As I understand, the company had made the appli- 
cation to the bank, which in turn had referred it to the Federal Re- 
serve bank, and that it is en route to us. If it has been received, I 
think it would be today. Anticipating your next question, I don’t 
know of course what action General Services will take on that, until 


we get the application, until we get the recommendation of the Fed- 
eral Reserve bank. Somebody is going to have to make a judgment 
on all the facts as to what the economics and the interest of the tax- 


payers are. 

I would certainly say this, if a decision should be made to go ahead, 
and I have no idea whether it will or not, that a necessary prerequi- 
site should be that the company reform to put in competent expe- 
rienced mining management. 

Mr. Warren. And the president of the company, too, wouldn’t you 
say ¢ 

Mr. Ex.iorr. By management I would include the top officials, in- 
cluding the president, yes. 

Mr. Warren. Mr. Chairman, I would like to make a part of the 
record a letter dated December 1, 1951, addressed to Mr. Jess Larson, 
Administrator, General Services Administration, attention Mr. Irving 
Gumbel, signed by Mr. Kenneth J. Kadow. A letter dated December 
14, 1951, addressed to Mr. Tom Lyon, Director, Program Development 
Division, from the minor light metals branch, United States Tin Corp. 
A letter dated January 29, 1952, from Mr. Lyon to the domestic ex- 
_—- division, signed by Mr. Bourret. A letter dated March 24, 

152, from Mr. Jordan to Mr. Young. A letter in reply dated April 1, 
1952, to Mr. P. W. Jordan, director, credit and finance division, signed 
by Mr. Howard I. Young, Deputy Administrator. A letter dated June 
30, 1952, addressed to the Assistant to the Administrator for Defense 
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Coordination, DMPA, signed re Mr. P. W. Jordan. A letter dated 
July 9, 1952, addressed to Mr. A. J. Walsh, Commissioner, Emergency 
Procurement Service, signed by Mr. Howard I. Young, Deputy Ad- 
ministrator, DMPA. 

The Vice Cuarrman. They will be inserted. (See p. 267.) 

Mr. Gumbel, how many exploration and development mining loans 
were guaranteed by the Government under the Defense Production 
Act, do you know ? 

Mr. Gumpeut. Mr. Mittendorf is here, Mr. Gamble. I am sure he 
could tell you. I just do not have too good a knowledge. 

Mr. Ex.iorr. Those were carried out with the Department of In- 
terior, not through GSA. 

Mr. Gumse.. There were a good many of them, but I couldn’t 
guess. 

Mr. Warren. Are you sure that you have set forth all of the action 
that you have taken with respect to those? 

Mr. Gumpert. As far as I know, Mr. Warren. 

The Vice Cuarrman. Thank you very much, Mr. Gumbel and Mr. 
Elliott. 

Mr. Exxrorr. I don’t have them here. I wonder if I could supply 
for the record tomorrow the actual documentation of the agreement 
between Secretary McKay and Mr. Mansure on our current procedure 
for following up, and I might say that procedure operates through 
what we call an operating committee, consisting of two members of the 
Department of Interior, one member of GS: A, and I would like with 
your permission to submit for the record a status report as of July 1, 
1954, showing the cases, contracts on which we have requested engi- 
neering examinations of the Department of Interior since last Septem- 
ber, and the dates, and the dates the reports have been received. 

It is an indication that this is not just mere words but something 
actually is being done about it. 

The Vice Cuarrman. It may be made a part of the record. (See 
p. 285.) 

(The material referred to in the testimony of Mr. Gumbel and Mr. 
Elliott follows:) 

UnitTep States Tin Corp., 


Seattle 1, Wash., October 9, 1951. 
Mr. R. D. Mason, 
General Services Administration, 
Washington 25, D. C. 

My Dear Mr. MAson: In line with your request, I submit herewith the various 
reasons why our present loan arrangements need immediate revision, and to 
indicate the extent of the revision desired. 

The loan we now have calls for a total outlay of $98,000 to be used for the 
purchase and renovation of fixed assets, and $276,400 to be used as a revolving 
fund against concentrate production. Our bank, the Seattle Trust & Savings 
Bank, agreed to participate in the entire loan up to 10 percent, so long as it was 
secured by concentrates, but since our production has not reached expected pro- 
portions, they are no longer willing to do so. Under date of September 17, and 
1 believe again on October 2 or 3, the bank indicated a desire to have its partici- 
pation reduced on all funds advanced which are not supported by inventories of 
tin and tungsten concentrates. 

Since we are urgently in need of funds in order to complete our purchase of 
winter supplies and to meet our payroll, I respectfully request immediate 
changes in our present loan arrangement. However, before going into our needs, 
I wish to explain why we have not come up to our anticipated production quotas. 
The reasons are as follows: 


51710—54——-18 
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1. The first steamship of the year to Lost River was expected approximately 
June 15 to 20, but actually arrived and completed its discharge of freight ap- 
proximately July 18. This delay was due to unseasonable weather and to the 
discharging of freight to the military, ahead of ours. 

2. The late arrival of the boat with supplies and machines, plus unseasonable 
rains, has cut down our placer output to 40 tons; thus reducing the anticipated 
security for our revolving fund. 

3. We had expected to have our lode mine into production by no later than 
October 1, but were delayed for the following reasons: 

(a) A 28-day delay in the arrival of mine machinery, as explained in (2) 
above. 

(b) We had anticipated no trouble in opening the No. 3 adit and the shaft— 
actually because of the heavy nature of the ore, when unfrozen, we had to 
abandon most of the adit and expect to abandon most of the shaft in favor 
of drifting and sinking in the limestone footwall. 

(c) Because of additional work in drifting and sinking, ((0) above), we do 
not have the mine ready for production and will not have it ready before some- 
time in the month of January. Accordingly, we have not yet proven up our 
winter-water supply from the mine shaft. We have, however, taken steps to 
obtain water from a spring 24% miles below camp in case the mine shaft water 
supply does not work out. If neither supply of water can be put in shape 
for mining and milling this winter, we will cut back our operations as soon 
as our mine-development work is complete and start mining as soon as possible 
in the spring. This would be sometime during the month of June. 

As things now stand, we have every reason to believe that we will be mining 
and milling no later than February 1, but just to be sure, I shall review our 
financial problems in the light of our expected program and also in the light 
of the worst that we feel can happen to us. 

To date, we have received advances in the amount of $155,619.29. As nearly 
as we can tell, our present accounts payable total about $65,000. However, 
in order to operate all winter long, we need about $30,000 of additional supplies 
that must be shipped at once from Nome, or shipped when needed by air at a 
very high cost. 

Even though many things have changed as related to our calculations of 
February 14, 1950, our actual money needs are quite near those set forth in 
our original budget estimates. Assuming that we can put the mine in produc- 
tion no later than the end of February, our budget needs from October 1 through 
February 29 will be as follows: 


Accounts payable as of Oct. 1 tines _... $65, 000 
Additional materials and supplies needed__-_ 7 ae <ichiiaate:: MOO 
Payroll and expenses for October through Feb. 29____-_--------_-__---- 126, 290 


2ayment on property due Dec, 1-.------.---.---------- S ede Meh is) Oe 


Total funds required through February_-_-_- ee oe _. 246, 290 
Total funds required through February _-__- : 247, 190 
We had as of October 1: 


Cash on hand $10, 063 
Net value of 1950 concentrates still on hand 


Total available cash on hand 


Actual funds required y 233, 127 


Minimum concentrates expected in . February—60 tons’ w orth at least__._ 100, 000 


Assuming that we cannot firm up our water supply this winter, the following 
budget will be required to put us into production until inventory of concentrates 
can finance the operation. This would be no later than the end of July 1952. 


221, 200 
20, 400 
15, 000 
25, 900 


Total required 282, 500 
Less assets on hand __- etd : : ee. ‘ 14, 063 


Total 268, 437 
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Original loan granted, total__ iti ba chdlie heals _. $874, 400 
Funds advanced to date on loan 155, 619 

Funds still due on loan 218, 781 
Value of 1951 concentrates on hand 75, 000 
Increase in loan required for production in February 28, 409 
Increase in loan required for production in July___.__-~_- 49, 659 


In considering the budgets set forth, it should be borne in mind that we al- 
ready have $75,000 worth of 1951 concentrates in hand and that either budget 
given above should produce about $100,000 more in concentrates before returning 
to the original revolving fund principal. Once production gets under way our 
monthly income should exceed our monthly expenses by about 4to 1. Thusina 
very short time the entire loan would be well secured and retired. 

As pointed out at the beginning of this letter, in order to make the present loan 
workable, it will be necessary to eliminate the participation requirement of the 
Seattle Trust & Savings Bank—or at least reduce it to no more than 5 percent 
thereby doubling the money available with their present participetion. 

The small differences between the budgets I have presented herein and the 
figures given by Mr. Fischnaller in his letter to Mr. Winslow of Cctober 1 are 
due for the most part to the fact that J have projected 1 extra month of full 
operation in the first budget and 2 months in the second one as an extra safety 
measure against possible further unforeseen delays. This is in line with our 
discussion this morning. It is understood that with reasonable good luck the 
additional funds will not be needed or used. 

Because of the urgency of our supply problem I sincerely hope we can find a 
solution to our dilemma in the next few days. 

Very truly yours, 
KENNETH J. Kapow, 
Executive Vice President. 


UNITED STAtTes TIN Corp., 
Juneau, Alaska, December 1, 1951. 
Mr. Jess LARSON, 
Administrator, General Services Administration, 
Washington, D. C. 
(Attention: Mr. Irving Gumbel.) 

GENTLEMEN: Apropos to conversations held last week with several officials 
of the GSA and to the conference on Thursday the 29th with Mr. Gumbel and 
Mr. Robert Mason, I set forth herewith the overall plans and objectives of the 
United States Tin Corp. for the production of tin and tungsten in the program 
of national defense. 

For reasons already carefully outlined in my letter of October 9 to Mr. Mason, 
it has become necessary to modify our existing production contract GS—-OOP- 
(D)-520. All the officials thus far contacted have agreed to necessary and 
desirable modifications as a generality, but so far specific conditions have not 
been worked out. In order that all concerned with this project may have full 
knowledge of background information, project objectives (both from the Gov- 
ernment’s and corporation’s viewpoint), the corporation’s budget, and the 
eorporation’s contract recommendations, I shall present it herewith as briefly 
as possible, under the following headings: 

(1) Background information 
(2) Project objectives 

(3) Budget requirements 

(4) Contract recommendations 


BACKGROUND INFORMATION 


When the United States Tin Corp. applied for a production loan last February 
14, it presented a proposition upon which the DMA in Washington had agreed 
with company officials after many conferences. The project finally approved 
called for the installation of a 25-ton capacity mill to prove the mining and 
milling feasibility of our project. We had requested in the first place a 100-ton 
plant as being the least capacity of possible economic soundness. 

When company officials originally agreed to the 25-ton plant, they-had been 
assured that they would get $1.75 a pound for tin for the first year and $1.50 
the second with a lower figure thereafter and $65 a short-ton unit for tungsten. 
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However, at the last moment the RFC, responsible for tin purchases, would not 
allow the guaranty on tin; in fact, they insisted that we be paid the market 
price or ceiling price, whichever was the lower. This, of course, changed the 
economics of the project very drastically and almost caused the Tin Corp. to 
abandon it. However, they were assured by Mr. Merrill’s office that just as soon 
as we proved we could successfully mine and mill the ore we would be given a 
much larger facility capable of producing satisfactory returns. On this basis, 
with strong statements by several important Government officials for the need of 
tin and tungsten, Tin Corp. officials signed the original contract. 

When the 25-ton proposition reached the DMA team in Juneau, they were very 
unhappy about it and so stated in a letter written to Mr. Charles Merrill early 
in March. It is my understanding that they recommended the project be denied 
unless approved for at least 100 tons per day. Meetings were held in Seattle 
between company officials and Alaskan DMA personnel at which time we demon- 
strated, with detailed facts and figures, that we could put in a 100-ton mill with 
the same expenditure for equipment contemplated in the 25-ton mill if we could 
use reconditioned machinery, and if we were allowed to purchase a portion of our 
inventory requirements from a mine in Alaska that was closing down. In this 
deal we obtained over $80,000 worth of equipment and supplies for $8,000 and a 
subsequent freight charge of about $7,000. 

It was agreed that this was the logical course of action and the plan was 
followed. 

The 100-ton plant, even without a floor price on tin, has a good chance of being 
economically feasible, at least for the first 2 or 3 years. 

The original Tin Corp. proposition called for considerable income from placer 
tin and an expectation of starting to mill in October. We obtained 40 tons of 
high-grade tin and tungsten concentrate with an estimated net value after proc- 
essing of $75,000 at today’s prices. Production of placer was lower than antici 
pated and instead of milling in October it will probably be February or June 
before operations get under way. The reasons for our failure to perform up to 
expectations are set forth in my letter to Mr. Robert Mason of October 9 and 
were beyond our control. 

These facts necessitated a change in the financing provisions of our GSA Con 
tract. These changes were made and approved by GSA in early October, but were 
subject to further change upon completion of our audit. I had promised Mr. 
Mason and Mr. Jordan that I would have our audit in their hands as of the 14th 
of November. This I did. 

In spite of the fact that our project is behind schedule, private company and 
DMA officials who have visited our property this fall have complimented the 
management on the progress made in so short a time and with such a low expendi- 
ture of funds. : 


PROJECT OBJECTIVES 


When this project was first discussed with appropriate Government officials of 
the Interior Department and the GSA, the overall objectives were set forth 
as follows: 

(1) To test the mining and milling feasibility of proven ore, and our ability 
to cope with such production problems as labor supply, communications, and 
operating a mine in the Arctic. The economics of these tests were not given 
primary consideration by the Government’s Washington officials, but were chal- 
lenged strenuously by DMA’s field team in Juneau and have recently been chal- 
lenged by DMPA’s Washington officials. Actual mining and milling tests remain 
the No. 1 objective. 

(2) If the results from (1) above prove satisfactory, it was agreed by Govern- 
ment and company officials that the project should be expanded as rapidly as 
feasible to a possible 300-ton mining and milling operation. It was to be held at 
this size until exploration work proved sufficient ore for further expansion. 
The corporation agreed to further expansion if the Government so requested, 
even though such expansion might not be prudent from the corporation’s point 
of view. This, of course, could only be determined by operating experience 
and the findings of an exploration program. 

In order to be in a position for expansion to 300 tons during the 1952 summer 
season, ore has been sent to the States for sink-float and other tests. If these 
tests are successful, expansion would be much cheaper than otherwise. They 
should be completed within 30 days. 

Other small unofficial tests lead us to believe that we will recover from 80 to 
90 percent of our values from the ore and that our concentrates will contain 





DEFENSE PRODUCTION ACT 269 


around 65 percent combined values of Sn and WO;. However, according to 
arlier Government tests at Rolla, we may be much too optimistic, since their 
results were much lower. 

(3) The Government, for several years, has been interested in proving the 
larger potentials of the Seward Peninsula for the production of tin. Our prop- 
erty appears to be the most promising spot for learning a great deal about the 
overall geology and mining feasibility of the tin found in the area. It is gen- 
erally agreed that, if we succeed, it will stimulate both Government and private 
companies to further exploration throughout the area with a better than even 
chance that other major tin-bearing bodies will be found. The importance of such 
a possibility to our national well-being is recognized by all. 

We were encouraged by Government officials to work up a detailed exploration 
program that would both further our corporation’s knowledge of its ore reserves 
and would at the same time contribute directly to the broader Government ob- 
jective. Such a program has been prepared and has been submitted to the DMA 
for action. If all phases of this program are successful, it would give us several 
million tons of proven and indicated tin and tungsten ore. It would also supply 
us with valuable information on the possibility of recovering economically the 
large amounts of fluorite in some of our ore bodies. Much of the exploration 
work proposed is to trace the underlying granite lode and therefore of great 
interest to the Government and the corporation. 

(4) With present facilities available it costs us over $500 a ton to have our con- 
centrates treated in New York if we take into consideration freight, insurance, 
metal losses, and processing costs. Early results have encouraged us to continue 
research at the University of Washington on new methods for separating tin and 
tungsten. This research has produced a method that recovers much more of the 
tin and tungsten than our experience indicates is the case with methods now 
employed. By using this new method, we will cut our processing costs about 
in half. Government officials have examined the process in detail and have given 
favorable reports on it. If tests now in progress are satisfactory, we will produce 
grade A tin and a chemical grade of tungsten, which I understand commands a 
premium price. We expect to request Government assistance in building a 5-ton 
pilot plant to process our ores. Government officials have expressed real interest 
in the process. 

BUDGET REQUIREMENTS 


Budget requirements for completing the construction and development work for 
our 100-ton facility are as set forth in table 1 on the following page. Of the total 
shown under the heading of “Borrowed Capital Outstanding,” $75,000 is actually 
secured by 40 tons of concentrates presently in Seattle. However, if anticipated 
sources of water prove inadequate, we may be compelled to construct a dam to 
contain 100 million gallons of water below 6 feet of ice at an estimated cost of 
$100,000. This item is not budgeted in table 1, but should be considered as a 
possible need in our overall requirements. 

Table 2, also on the following page, sets forth our needs through July assuming 
that we do not lick our water supply problem this winter. It does not follow 
even though we may not obtain water this winter that we must put in the dam; 
hence, this item is again not included in the budget, but should not be lost sight 
of as a possible requirement. 

Once the mining and milling gets underway, the funds required for 1 year’s 
operation are shown in table 3 on page 6 and in table 4 on page 7. Although 
operation funds will be secured with concentrates, if mining and milling does not 
get underway until June 1952, the flow of funds as set forth in table 4 will 
necessitate an advance payment against production in order to lay in our winter 
supplies on schedule. Likewise, the bulk of the concentrates produced during the 
operating year will not be shipped in time to be turned into cash until late in 1953, 
thus necessitating a much larger advance payment than would otherwise be the 
case. 

It should further be borne in mind that, if we prove our project by late March 
or early April, it would be possible to increase our facility to 300 tons if such a 
course is feasible and desired by the Government. 
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TABLE 1.—Flowsheet of funds 


PRODUCTION 


ACT 


concentrate production—United States Tin Corp. 


Borrowed 
money out- 
standing 


Month funds 
acquired 


1951 


$275, 000 


378, 439 


November 
Decem ber 
1952 


430, 016 
456, 808 


January 
February 


Total 485, 901 


Payroll, ad- | 

Interest on | Ministrative | 

borrowed CEpenees nd 
miscellan- 


. } | 
funds | eous supplies 


} and audit! | 


, 040 { 


577 


, 792 


, 903 


25, 000 | 
27, 190 


6, 312 104, 690 


Insurance ! 
on building, 
etc., and 
property | 

payment 


| Bills past 
due 4s per 
itemized 
statement 


f $48, 104. 65 


* $7, 000 L 19, 794. 42 


25, 000 


32, 000 67, 899. 07 


1 A $35,000 stopgap advance made today is included in this item. 


required until draws can be secured by 


Monthly 
dollar 


| needs 


| 


} $103, 439 
151 


ny 
olf 


26, 792 
29, 093 
210, 901 
| 


If we are unable to obtain water in February for milling we will cut back to 


a standby operation until water is available in June. 


Under these circumstances 


our requirements would be the same as set forth in the flow sheet above (or 
perhaps less if the water situation is ascertained in January) with the following 


additions: 


Taste 2.—Flowsheet of financial requirements from Nov. 1, 1951, through 


Month funds required 


November through February. 
March = ‘ 
April. 

May. 

June... 

July... 


Total... .. 


July 1952 


Borrowed 
money out- 
standing 


Payroll, 
administra- 
tive expen- 

ses and 
miscellane- 
| Ous supplies 


Interest | 


$5, 000 
5, 000 
5, 000 
15, 000 


27, 190 


57, 190 | 


| 
Total dollar 
| needs 


$210, 901 
7, 025 
7, 054 
| 7, 083 
17, 113 


29, 374 


| 


278, 550 
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CONTRACT RECOMMENDATIONS 


It has been determined by GSA officials that in order to continue this project 
until objective No. 1 has been reached and the feasibility of objective No. 2 
determined a new production contract will be necessary. Assuming that our 
views will be appreciated, I shall set forth the most important ones herewith. 

(1) We would like the new contract to run from December 1951 through July 
1957. This would give us at least 5 years of operation, and at best 5 years and 
5 months. This would afford ample time to solve all problems and to meet our 
production goals. More importantly, however, is the fact that, if we could not 
operate without a Government contract and had to shut the operation down, we 
could do so much cheaper in July and August than in the winter months. Like- 
wise, once the operation starts through the winter months, supplies must be pur- 
chased to sustain the people throughout the winter. Without a production 
contract carrying through the winter, this could prove quite expensive and im- 
practical. 

(2) We would like to increase the production goals to permit proper liquida- 
tion of all outstanding obligations created under the contract. Even if the 
project did not make substantial profits, we could in all probability meet our obli- 
zations through funds obtained from mine depletion and depreciation. Since 
funds needed for capital requirements are not expected to exceed $478,550 for our 
100-ton operation, 5 years should afford ample time to retire this amount. 

(3) It is not possible at this time to be sure of the quantity of tin and tung- 
sten that a 100-ton facility will produce, but the most pessimistic estimates should 
produce at least 425,000 pounds of Sn and 97,500 pounds of 4,875 short-ton units 
of WO; annually. If production is no better than this, we would probably be 
operating at a loss at current prices. By high grading the mine, we expect to 
obtain values considerably higher than those indicated above for a period of 2 
to 4 years. 

(4) Because of the uncertainty of our earnings and the possible importance 
of our project to defense, we feel justified in asking for a floor price on tin and 
tungsten. As nearly as we can tell at this time, $1.35 for Sn and $65 a short- 
ton unit for WO; would assure the project a sound economic base. 

Certainly it was never contemplated by us that we would be bound by a price 
lower than the world market price. At no time in the last several months has 
the price of tin on the world market come very near the artificial low of $1.08 a 
pound created by RFC. Even by high grading our mine, we could not afford to 
operate for long at this price. Since the Government is vitally interested in our 
project, it seems only reasonable that it permit us a fighting chance of success. 
If a floor price over the period of our contract results in our making unjustifiably 
large profits, we would be only too glad to have the contract renegotiated on an 
equitable basis. 

(5) If possible, we would like to sell our product to the Government at Lost 
River in order to avoid the large interest payments on our revolving fund. If we 
could receive part payment for concentrates at the mine and final payment when 
we have processed them in Tacoma, this would be of great assistance to us and 
would reduce our costs materially. 

(6) It is to be hoped that controls applied by the Government for the protec- 
tion of its interest in this project will not be unrealistically severe. We are 
willing to bond all officials who handle funds and to give regular accountings of 
our expenditures, but communications and commercial practices in Alaska make 
many normal control measures unworkable. We are planning to supply a semi- 
annual audit of our books and to instigate a good practical system of inventory 
control. 

In view of the fact that we have several bills outstanding and must soon make 
payroll and other payments, I would be most appreciative if the new contract 
could be expedited in every way possible. 

Very truly yours, 
KENNETH J. Kapow, President. 


DeceMBER 14, 1951. 
To: Tom Lyon, Director Program Development Division. 
From: Minor and Light Metals Branch. 
Subject : United States Tin Corp. 
United States Tin Corp., Seattle, Wash. (Lost River Mine, Seward Peninsula, 
Alaska) application for supplementary loan, estimated by borrower to continue 
the present mine program until July 1952 to prepare the plant for production. 
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HISTORY 


The United States Tin Corp. on November 18, 1950 applied for a V-type 
guaranteed loan of $375,000 to install a plant for the production and treatment 
of ore from their underground workings. All engineering estimates which 
recommended the project were premised on the payment of fixed prices for the 
product. 

March 23, 1951, a defense production contract was completed providing for a 
plant installation of 25 tons daily ore treatment. On May 15, 1951 a V-type 
loan was negotiated, including a straight loan of $98,000 for fixed assets and a 
revolving fund of $276,000 to be secured by expected production. Before the 
loan agreement was completed equipment, intended to be sufficient for a 100-ton 
plant, was purchased in lieu of the 25-ton plant contracted. 

In addition to the change in scheduled plant size, several unfavorable con- 
tingencies arose. The plant installation was not completed on schedule, both 
as to the mill being ready to operate or the mine being ready for stoping. 
Caving made some of the underground workings inaccessible and water for 
mill processing unavailable. In addition placer production was not as large as 
was scheduled so there was insufficient security for drawings against the 
revolving fund to continue the project. Im October 1951 arrangements were 
made to increase the portion of the loan, not secured by concentrate values, by 
$120,000 and on November 1, by an additional $35,000. 


ORE DEPOSITS 


The Bureau of Mines computed the ore reserves as follows without defining 
their classifications. Much of the ore reserves were computed using F. C. 
Fearing’s sample data obtained in 1918. To factor this data, comparative 
sampling was done by the Bureau of Mines in accessible workings. Fearing 
having sampled an average of 5.1 feet and the USBM 8.3 feet across the 10-foot 
dike. To obtain the factored value of about 80 percent the USBM used arith- 
matical averages while, with weighted averages, the factor should have been 
about 71 percent. No data is available indicating that allowance for dilution was 
made. 


Dike ore—Evrposed by trenches, underground workings, and drill holes 


| 


a | Percent Percent 7 Percent | Percent 
*k I s | oc ons 
Block Ton Sn | WO; Block Ton Sn WO; 


| 

| 

7 G 114, 165 71 | 
126, 000 $3 


0. 12 F 42, 160 0. 42 


Total > 564, 740 4 


Dike ore Veposed by trenches, underground workings, and drill holes 


i‘ Tone Percent Percent ae Percent | Percent 
Block | Tons Sn W Os Block Tons | Sn WOs 


1. 182 0.323 || § 53, 320 . 5 . 206 
1. 209 317 

864 . 348 } 168,129 
2. 122 . 216 | | 


Contact metamorphic deposit—exposed by trenches and drill holes 


8, 418, 204 
Percent Sn 0. 254 
Percent WO, 0. 03 


On the basis of presently known data on operating costs, metal recoveries and 
market prices, none of this material can be considered as “ore” except the “gran- 
ite ore” which is not at present accessible to mining and must be further explored 
to define its status. 
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METALLURGY 


The Bureau of Mines, Rolla, Mo., Laboratory indicate that about 80 percent of 
the tin and 85 percent of the tungsten can be recovered from the dike material 
under the test conditions used. The concentrate is expected to have a combined 
tin and WO; content of about 52 percent by tabling with sufficient sulfide minerals 
included to incur refining penalties. With flotation the tin plus WO, content can 
be increased to about 59 percent with reduction of sulfides. 

The mill as installed does not follow the flow sheet recommended by the Rolla 
Laboratory and does not include a flotation unit so the indicated recovery and 
concentrate quality will probably not be duplicated. 


COST ESTIMATE 


We estimate operating costs based on dike ore, blocks A, B, and C alone, as 

follows: 
Per ton of 
ore milled 

Direct mining cost including development 

Direct milling cost 

Marketing—including metal lost in refining__ 

General overhead—including Seattle management 

ne ee cinteneteiiee nt Sia 

Depreciation (return of capital installation loan) 

Depletion (return of mine acquisition cost) 


Total 


Indicated mill recovery per ton: 
Tin 15 pounds at $1. 12 or__ 
WO, pounds at $3 or 


Total 
Loss per ton 
CONCLUSIONS 


The Seward Peninsula is the only known area in United States territory that 
potentially can supply an appreciable portion of the tin requirements. 

With the isolation of the mine, the severe climatic conditions through most 
of the year, the shortage of skilled labor, the tenuous lines of communication, and 
supply and the long delay between production and sale of product, costs of oper- 
ation will be high so the economic success of the mine is questionable. 

There is no assurance that the funds presently considered will prepare the 
mine for operation as additional equipment and installation may be required and 
it may be necessary to build a dam to provide water for mill processing. If oper- 
ations do not begin until July 1952 an additional $200,000 unsecured by concen- 
trates will be necessary to obtain supplies early enough to arrive at the mine 
before the annual freeze begins. A revolving fund of about $800,000 will be 
required for working capital. 

The project is essentially exploratory and speculative. 


RECOM MENDATIONS 


1. Decision concerning the present request for an additional loan should be 
made with the knowledge that the project is speculative, and that additional 
funds will be required for the mine to operate. 

2. It is believed that the operation as now proposed will not be profitable 
unless a subsidy price on the order of $1.50 per pound of tin can be paid. 

8. The ore reserves should be reestimated in the field based on practical min- 
ing conditions using a realistic cutoff grade. 

The detailed analysis on which this memorandum is based is in the files of 
the Minor and Light Metals Branch. 

HoMER MANN, 
Minor and Light Metals Branch. 
[Penciled note:] I concur: Weston Bourret. 
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JANUARY 29, 1952. 
To: Tom Lyon, Director, Domestic Expansion Division 
From: Minor and Light Metals Branch. 
Subject: DMA-27 United States Tin Corp., Lost River Mine, Seward Peninsula, 
Alaska. 

Under DMA-27 (November 18, 1950) the subject company applied for combi- 
nation loan and purchase contract through DMA and GSA for purchase by the 
Government of 1,619,000 pounds of tin and 16,186 S. T. U. of tungsten trioxide. 
The DMA field recommendation was premissed on $1.55 per pound for tin. A 
contract for purchase “at market,” was executed on March 23, 1951 as Defense 
Production contract No. GA-OOP-D-520, permitting the company to install a 25 
ton per day concentrator and perform certain development work. To November 
1, 1951 a total of $275,000 was drawn against this contract ; very little production 
resulted and the company is now in default. 

In December 1951, Mr. Kadow, president of United States Tin applied to GSA 
for a supplementary loan of $278,000 as a stopgap measure to keep this company 
afloat through refinancing the venture and attempt to develop a source of water 
for the mill. This second loan was approved by GSA on December 20, 1951 and 
provides for the advance of funds on a scheduled monthly basis. The Minor and 
Light Metals Branch memorandum of December 14, 1951 gives an analysis of 
the proposition and brings out the fact that there is not sufficient developed ore 
on which to base a sound mining operation; also that additional financing to the 
extent of perhaps $800,000 or more will be required. 

Attached hereto is a detailed engineering analysis of this business prepared 
by H. A. Mann of this Branch. This study further shows (as did the memo) 
that in the light of our present knowledge, the possibilities of producing signifi- 
cant amounts of tin at today’s market price of $1.18 per pound are too remote 
to justify the use of additional Government money. However, the United States 
Tin Corporation has applied for an exploration project (DMEA-2228), which 
is now in process of review. Until this exploration program is brought to a 
successful conclusion we are convinced that the present ore reserves are inade- 
quate to justify additional assistance. 

Consequently we recommend that no further advances be made on the supple- 
mentary $278,000 loan until the DMEA exploration contract now being negotiated 
proves the existence of @ commercial ore body that can be exploited in this 
region of exceeding high costs and extreme climatic handicaps. 

WESTON BoOuURRET, 
Chief, Minor and Light Metals Branch. 

Approved : Tom Lyon, 
Director, Domestic Hxpansion Division. 


MaAkcH 24, 1952. 
To: Mr. Howard H. Young, Deputy Administrator. 
Defense Materials Procurement Agency. 
From: Director, Credit and Finance Division, CF. 
Subject: United States Tin Corp. 

At the time the second amendment to the United States Tin Corp. contract 
was executed, it was understood that there were many questions about future 
operations which were unresolved and could not be resolved without an in- 
spection on the ground. This second amendment to the contract provides for 
financing through July 1952 by authorizing advances totaling $360,901. Monthly 
advances of approximately $30,000 are being disbursed. In addition to the 
advances the company has received $275,619.29 through a V-loan, guaranteed 
95 percent by the Government. In June or July of this year a determination 
must be made concerning Government financial assistance after July 1952. 

When the second amendment was in preparation, it was contemplated that 
an actual inspection would be made in April or May to obtain sufficient en- 
gineering data as a basis for determining future action. The general thought 
was to obtain a fresh study of the mine operation by sending a mining engineer 
to Lost River to make an independent appraisal in company with Mr. Lorain, 
who is permanently located in Alaska. 

The DMEA is now considering an exploration project contract with United 
States Tin, the work to cost not over $226,098, and has requested the views of 
DMPA. The subject is covered by a separate letter now being circulated for 
clearance. 
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In view of the time element, it is suggested that the necessary action be 
initiated not later than May 1. We would appreciate advice as to the course to 
be pursued. In the meanwhile, the monthly advances for March, April, May, 
June and July will be continued provided there is a satisfactory accounting for 
funds advanced. 

Copies of this memorandum are directed to the Commissioner, EPS, and the 
Assistant Administrator for Defense Coordination, as various offices of DMPA 
and GSA have participated in the handling of the United States Tin project and 
its financing. 


P. W. JORDAN. 


Aprit 1, 1952. 
To: Mr. P. W. Jordan, Director, Credit and Finance Division. 


From: Howard I. Young, Deputy Administrator, DMPA. 
Subject: Reference CF, United States Tin Corp. 

With reference to your memorandum of March 24, 1952, I understand that 
a few days ago the crosscut from the new shaft connected with the old winze 
approximately 200 feet below the 300 level; that the old winze was found to 
be caved at this intersection; and that insufficient water is tlowing from the 
caved winze to supply mill water requirements. The project schedule sub- 
mitted by Mr. Kadow, president of the United States Tin Corp., in his letter 
of December 1, 1951, anticipated that connection with the old winze would be 
made in February. If insufficient water to supply mill requirements could 
be obtained from the old winze at this point the project was to be placed on 
a standby basis until water could be made available from other sources. 

Sending an engineer to inspect the project before operations commence can- 
not resolve the problem of determining operating costs or the economic balance 
to be expected. The Domestic Expansion Division made an analysis and ap- 
praisal of the project, summary of which was circulated to you through Mr. 
Mason under date of December 14, 1951. On January 29, 1952, a follow-up 
memorandum was sent to Mr. John Ford, copy of which is attached. 

This appraisal indicates that no further financing on the part of the Govern- 
ment is justified. Consequently, I recommend termination of the GSA agree- 


ment at the earliest possible date. No additional advances should be made by 
the Government until exploration proves the existence of a commercial ore body 
that can be exploited profitably in this region of exceedingly high costs and 
extreme operating handicaps. 


How akgp I. Youne, 
Deputy Administrator. 


JUNE 30, 1952. 
To: Assistant to the Administrator for Defense Coordination, DMPA. 
From: Director, Credit and Finance Division, CF. 
Subject: United States Tin Corp. 

This corporation has a contract for the production of tin and tungsten con- 
centrates. The contract runs until December 31, 1955. In December 1951 the 
contract was amended to provide for an advance for the completion of the mine 
development. This amendment contemplated additional financing when min 
ing and milling actually commenced in June of this year. The developments 
leading up to that contract are summarized in a memorandum dated January 18, 
1952, a copy of which is attached. 

The contract provided for advances from the Government aggregating 
$360,901. The contractor has received $336,291 and has pending a request for 
$33,940 to cover estimated expenditures during July. The Government is also 
liable to the extent of $261,838.33 on the V-loan. Thus, our present commitment 
stands at $622,069.33. 

The development contemplated by the advance authorized in December 1951 
included the sinking of a shaft to the minus 200-foot level and a drift to the 
ore body at a point at which an old shaft had been sunk. The old shaft had col- 
lapsed above the minus 200-foot level, but it was hoped that it had remained 
open below that point. The purpose of that work was to obtain a water supply 
inside the mine. 

The contractor advised that during January, as insurance against failure to 
find water in the mine, an outside source of water was tested and proven. This 
is a spring about 2 miles from the mine, the use of which would require the 
installation of a pipeline and 2 pumps. 
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The contract contemplated an inspection by the Government during May or 
June. In order to make arrangements for such an inspection this Division 
wrote to the Deputy Administrator, DMPA, on March 24, 1952, sending a copy 
to the Commissioner, Emergency Procurement Services, suggesting that ar- 
rangements be made to send a mining engineer to the mine for a study. 

On March 29, 1952, Mr. Kadow telephoned from Seattle to notify us that 
the drift at the minus 200-foot level had reached the old shaft which had col- 
lapsed. Mr. Kadow proposed that during April he would reduce his force, but 
would sink a drill hole to the minus 400-foot level in the hopes of obtaining suf- 
ficient water to operate the mill. This information was made available to EPS 
and DMPA. 

On April 1, 1952, the Deputy Administrator, DMPA, sent a memorandum to 
this Division in response to ours of March 21. This memorandum, a copy of 
which is attached, states that no further financing on the part of the Govern- 
ment was justified and that the General Services Administration contract should 
be terminated at the earliest possible date. The termination proposal did not 
seem consistent with the theory of the contract and with the contractual obli- 
gations under it. As this was a matter for action by the appropriate contract- 
ing officials, the memorandum was directed to the EPS. This Division tried to 
arrange for meetings between the Emergency Procurement Service and DMPA 
to resolve the apparent impasse. However, such a meeting was apparently 
never held, although there have been numerous discussions of the project. 

On April 25, we were notified that water had been struck in the well holes 
but it had not risen high enough to be pumped with an airlift pump. The fail- 
ure to obtain water through the drill hole resulted in a cutback in expenditures 
but work was continued to ready the mine for immediate operation as soon as 
surface water was available. Approval of disbursement of funds for April ex- 
penditures was given by the Director, Purchase Division, EPS. Thereafter, in 
light of Mr. Young’s memorandum of April 1, the approval of DMPA was also 
obtained on all advance payments. 

During the first week of May, Mr. Lorain, Director of the Juneau office of 
the Bureau of Mines, was in Washington. He explained the prospects and con- 
ditions of the mill to Captain Maull and Mr. Howard Young. 

During the first week of June the corporation wired the Administration re- 
questing that an inspection of the mine be made about June 15. The reason for 
the visit at that time was so that the GSA representative would be there at the 
Same time as the corporation’s consulting engineer. To date no arrangements 
have been made for sending a GSA representative to the mine. 

The corporation bas filed with us a copy of the report of the consulting en- 
gineer, dated June 18, 1952. You have already received a copy of that report. 
This indicates a favorable position. 

Your attention is directed to the fact that the memorandum dated April 1, 
1952, signed by the Deputy Administrator, DMPA, is still outstanding. 

These facts are supplied with the understanding that you propose to clarify 
the problem of where to go from here. When we know to whom we shall look 
for further guidance our job will be to provide the appropriate financing neces- 
sary if such assistance is to be undertaken. 

P. W. JorpDan. 


DEFENSE MATERIALS PROCUREMENT AGENCY, 
Washington 25, D. C., July 9, 1952. 
Memorandum to: Mr. A. J. Walsh, Commissioner Emergency Procurement 
Service. 
al Howard I. Young, Deputy Administrator, Defense Materials Procurement 
Agency. 
Subject: United States Tin Corp. Contract GS-OOP-(D)-520, Amendment No. 2. 
Amendment No. 2 to this contract provided financing for the United States 
Tin Corp. through July 1952 and contemplated additional financing for opera- 
tions thereafter. The corporation has now filed a request for additional financ- 
ing to cover operating expenses for a period from August 1, 1952, through De- 
cember 1953, including certain capital improvements and two payments to be 
made on the existing contract for the purchase of the mine. 
Amendment No. 2 to the contract required that mining and milling should 
start before July 1952. Actual mining and milling commenced, according to the 
corporation, on June 5, 1952. Various estimates of future production have been 
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made, but cannot be fully supported until more actual experience in milling 
and mining has been acquired and additional equipment installed. 

The plan of operation calls for mining and milling during the coming summer 
months, using water from a source on the surface for the mill operation. Ad- 
ditional development is needed to determine the potential of a possible source 
of water inside the mine. There is known to be water available 400 feet below 
the No. 3 adit in the mine. It is expected that the feasibility of this source 
of water supply for mill use will have been established by August 15. The cor- 
poration has made provision in the budget for development of a water supply 
from a surface spring, which is stated to have sufficient flow throughout the 
year to supply requirements, in case the underground source fails to assure suf- 
ficient water for the mill. 

The contractor’s request for funds includes operating expenses as stated 
above, for the period August 1, 1952, through December 31, 1953. The total re- 
quested for that period is $1,481,869. In our opinion, it is more desirable to 
provide for one season’s operation at a time. Thus we recommend that the con- 
tract be continued through July 31, 1953. It is probable that further assistance 
will be needed after July 1953, if the project is to continue, but the feasibility 
for such continued assistance should be based on operating experience during 
the coming year. 

The estimate of expenses submitted by the corporation has been reviewed. 
We recommend that the subject contract be extended through July 31, 1953, to 
provide for additional advances not to exceed $940,000 for the 12-month period. 
We also recommend that the clause in the existing contract providing for price 
review be retained but that it be extended to base the determination on the 3 
months production period ending December 31, 1952. The contract should also 
provide in addition to existing reports complete monthly mill and mine oper- 
ating results be reported. 

Since shipping to this mine is limited to about 3 months during the year, pro- 
vision should be made in the contract amendment for the purchase now of op 
erating supplies sufficient to last until July 31, 1953. Thus, it is essential that 
the contract amendment be prepared within the next few days to permit pay- 
ment for the supplies now on order. 

If you concur in the recommended extension of the contract for 1 additional 
year on the general terms cited above, kindly indicate by signing below to com- 
plete our records. 

Howakgp. I. Youna, 
Deputy Administrator, 
Defense Materials Procurement Agency. 

I concur: 

A. J. WALSH, 
Commissioner, Emergency Procurement Service 


(The following was later received for the record :) 


AMERICAN Zinc, LEAD & SMELTING Co., 
St. Louis, Mo., July 27, 1954. 


Re United States Tin Corp. Contract No. GS-OOP-(D-520) 


Hon. HoMer CAPEHART, 
United States Senator, Senate Office Building, 
Washington, D. C. 

Dear SENATOR CAPEHART: At the request of Mr. A. E. Pierce of the Joint 
Committee Staff on Defense Production, I am herewith submitting such facts 
as are within my knowledge and responsibilities as Deputy Administrator of 
Defense Materials Procurement Agency, which position I held from September 
1951 to May 19538, concerning the Agency’s dealing with the United States Tin 
Corp. 

The Defense Materials Procurement Agency was created by an Executive 
order of the President in August 1951 and Mr. Jess Larson was appointed by 
the President as Administrator of this organization. Mr. Larson appointed me as 
the Deputy Administrator of the DMPA. In view of the fact that DMPA was an 
emergency agency and had a relatively small staff, it was deemed advisable from 
an administrative standpoint that such agency should utilize the services of 
existing Government agencies. Consequently DMPA looked to the Bureau of 
Mines and the United States Geological Survey of the Department of the In- 
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terior for such matters as inspection and survey of projects under consideratior 
and further, it utilized the services of GSA for such matters as accounting, 
management, inspection, etc. Mr. Larson and the Secretary of the Interior, 
through a written memorandum of agreement, set forth the furnishing of engi- 
neering services from the Bureau of Mines and the United States Geological 
Survey in what was to be known as field teams to make inspection and reports 
on new projects under consideration as well as contracts that were in operation. 

There was the closest coordination between the Defense Materials Procure- 
ment Agency and Emergency Procurement Service to the extent that DMPA 
delegated to Emergency Procurement Service such matters as spot purchases 
and short-term contracts. Emergency Procurement Service furnished to DMPA 
such services as transportation and inspection. 

It was the policy of DMPA to cooperate with contracting management on 
the various projects to the fullest extent but not to assume the responsibilities 
that had been delegated to management. It was not the policy of DMPA to 
depend solely on contracting managements reports and in this particular in- 
stance DMPA followed the advice of the field team engineers as well as the 
advice of our consulting engineers and the engineering staff of the DMPA com- 
modity division that was charged with the responsibility of handling tin. 

The first recollection that I have of any dealings DMPA might have with this 
contract was in December 1951, at which time requests for additional funds 
were brought to my attention and our Commodity Division under the direction 
of Mr. Weston Bourret and Homer Mann made a careful survey of all the engi- 
neering data that had been compiled from the time the property was prospected 
and developed by the United States Bureau of Mines and the Geological Survey. 

In view of some of the uncertainties that existed at that time and the advis- 
ability of conducting further developmental work, and based on the opinion of 
our engineers, I recommended that no further financing on the part of the 
Government was justified. This letter was addressed to Mr. Phil Jordan, 
Director, Credit and Finance Division of GSA, early in April 1952. At that time 
we stated that further advances should not be made by the Government until 
exploration proved the existence of a commercial ore body or that further 
information should be obtained indicating the advisability of proceeding fur- 
ther with development and operating the project. 

I considered it advisable to have further information and when I was advised 
that Mr. Lorain, who was the regional director of region I, was in Washington 
on a visit to the Department of Interior, I arranged to see him. His presence 
in Washington was brought to my attention by Harry C. Mauli, who was Director 
of the Purchase Division, Emergency Procurement Service. When Mr. Maull 
called me he stated that Mr. Lorain had complete up-to-date information on the 
progress and further prospects for this project and I arranged to see him on a 
Saturday afternoon in my office. To the best of my recollection, this was in 
the spring of 1952. 

In my visit with Mr. Lorain, I discussed with him quite fully, first the possi- 
bility of developing and producing tin and tungsten from the Alaska properties 
on a profitable basis. I also discussed the possibility of the tin production 
after development had been completed and mill facilities installed at a basis 
which would give a good opportunity for the operators to return to the Govern- 
ment the moneys that were being advanced to them as well as leaving some profit 
for the operator to compensate him for his efforts. It was Mr. Lorain’s judg- 
ment that the grade of ore that would be found through further development 
by drifting, crosscutting and raises would be high enough to make it possible 
to obtain satisfactory margin between cost and market price. The grade of ore 
expected had been indicated by drilling which was completed under the man- 
agement of the Bureau of Mines and United States Geological Survey as cov- 
ered in a Government published report on the tin reserves of Alaska. I also 
discussed with him the difficulties that had been experienced by the United 
States Tin management in finding a satisfactory supply of water. It had been 
expected that adequate water supply would be obtained from an old shaft that 
had been sunk by others sometime in the past, but when the cleaning out of 
the shaft was completed unfortunately very little water was found. Mr. Lorain 
explained to me that this had been a keen disappointment and that it would be 
necessary to secure water supply from some other source and the cost of obtain- 
ing this would be much higher than had been originally estimated. He also 
explained that the operators had had various delays, most of which were entirely 
beyond their control and that on account of these delays, the cost had been in- 
creased above the original estimates. As I recall it was his judgment that the 





DEFENSE PRODUCTION ACT 281 


Government was fully justified in going ahead and arranging for the present 
operators to complete development and bring the property to the desired produc- 
tion. His ideas on this were based on the fact that he was very hopeful that 
the operation would prove to be profitable and the government would be fully 
reimbursed all the moneys they had thus far advanced as well as the money 
required to finish the job and that there was a good opportunity to develop a 
commercial deposit of tin which might be productive for several years. In addi- 
tion to the possibility of producing tin, he also explained briefly the possibility 
of producing tungsten ores. As a result of my visit with Mr. Lorain and in view 
of the urgent need for tin and tungsten from operations on American soil, I 
was firmly of the opinion that the United States Tin project should be put 
through to completion at as early a date as possible. 

We also discussed briefly the world tin situation and that in view of the critical 
situation existing in this commodity, that it was good business from the United 
States of America defense standpoint to determine the extent of the Alaskan 
deposit. 

In view of the information conveyed to me by Mr. Lorain and I believe similar 
information was conveyed to our engineers when they visited with Mr. Lorain 
when he was in the States, our Division decided that we should recommend that 
the Government advance such additional funds as were necessary to carry the 
operation through for the year starting July 1, 1952 and ending July 31, 1953. To 
my knowledge, this was the only tin development in the United States or its Terri- 
tories that offered the possibility of being brought to a commercial realization. 

In view of this information, our Commodity Division in charge of tin and I, 
in July of 1952 addressed a letter to A. J. Walsh, Commissioner of Procurement 
Service, recommending the advance of government funds up to $940,000 to cover 
the operations for the period ending July 31, 1953. 

Mr. Lorain had been a Bureau of Mines employee for some time and he im- 
pressed me as a very competent and able engineer and he was thoroughly 
familiar with the developmental work that had been done by the Government and 
the reason why some of the things that were expected to have been accomplished 
in the early stages of the United States Tin’s operation had not been accom- 
plished on the basis of their original schedule. 

Sused on my Many years experience in developing and operating properties in 
sections of the country where weather conditions were very unfavorable during 
the winter season, and knowing of the experience of some of our affiliated com 
panies in Alaska, I could very readily understand and appreciate the difficulties 
that had been encountered. 

Mr. Kenneth J. Kadow, who was president of the United States Tin Corp., 
was in my office for short visits twice during July 1952. On one of these visits 
his superintendent, Mr. Sorensen, was with him. Our discussion with him cov 
ered the general operation of the project and he answered all of the questions that 
I discussed on a very satisfactory basis. 

As a matter of fact, I was very much impressed with Mr. Kadow and as a re- 
sult of my interview I thought he and Mr. Sorensen were capable of doing the 
job they had undertaken on a satisfactory basis. 

It was the considered judgment of Mr. Tom Lyon, Director of the Domestic 
Expansion Division of DMPA and myself that on account of the importance of 
tin and tungsten, both of which were being produced, that the Government was 
justified in providing the necessary finances for the completion of this project. 

In the fall of 1952 we decided that it was advisable to have an independent con 
sulting engineer visit the property to review the work that was being done and 
to outline with the management of the United States Tin Corp. any changes that, 
in the judgment of our engineer, he thought were advisable to expedite the de- 
velopment and operation. Mr. Lyon employed Mr. V. A. Brussolo, who was a 
competent mining engineer, for this purpose. His first visit to the property was in 
September 1952. His report on this inspection, in brief, stated : 

“After a consideration of the main economic and operational factors involved 
in the venture—the quantity and metal content of the available ore, the cost of 
operation, the possibilities of finding more ore through exploration, the expected 
improvements in both management and practices, the financial equity of Gov- 
ernment agencies in the company, and lastly, the possibility of developing a min- 
eral area of great potential in this section of Alaska—it is recommended that 
the operation be continued at a minimum rate of 3,000 tons monthly, 100 tons 
daily, the tonnage indicated to be within the present capacity of the plant, begin- 
ning January 1953 and extending to September 1, 1954, the date when, at this 
rate, the ore reserve as of now will be exhausted. 


51710—54——-19 
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“On July 1, 1953, the whole program should be reviewed to plan any changes 
necessary in the light of new developments.” 

Mr. Lyon arranged fer Mr. Brussolo to make a followup examination of the 
property in early January 1953. As a result of Mr. Brussolo’s examination and 
recommendations a program covering the operation from July 1953 through July 
1954 was recommended on April 6, 1953, to Arthur 8. Fleming, Acting Director, 
ODM, for certification in the amount of $1,300,000. This was later certified to by 
ODM and to the best of my knowledge Government financing was arranged. 

I trust that the above will give you all the information you had in mind at the 
time of our last visit. If, however, there is any other point that I can supply 
information on, please advise me and I will be glad to do so. 

Sincerely yours, 
Howakgp I. Youne, President. 
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GENERAL SERVICES ADMINISTRATION, 
EMERGENCY PROCUREMENT SERVICES, 
December 18, 1958. 
Mr. Ferrx E. WORMSER, 
Assistant Secretary for Mineral Resources, 
Department of the Interior, Washington 25, D. C. 


Deak Mr. WorMSER: Through an exchange of correspondence dated Septem- 
ber 15 and September 17, 1953, the Department of the Interior and Geueral 
Services Administration have outlined a plan to utilize personnel of the Depart- 
ment to facilitate inspection and other services in connection with contracts and 
programs relative to expansion of productive capacity under the Defense Pro- 
duction Act of 1950, as amended. 

Pursuant thereto, an Operating Committee was established, composed of 2 
members within the Department and 1 member from General Services Admin- 
istration to function as follows: 

“(1) To receive requests for inspections and services from the General Serv- 
ices Administration and to cause such inspections and/or services to be per- 
formed by competent personnel of the Department of the Interior, or others, as 
it may deem necessary to comply with such requests. It is understcod that in 
all instances the requests for inspections and services will originate with the 
General Services Administration and that no independent or extraneous under- 
takings will be authorized. 

“(2) To screen the information supplied by inspecting personnel to make sure 
that the request has been properly executed, and to approve or suggest modifica- 
tion of the recommendations made by the operating personnel to insure that the 
necessary technical facts are made available to the General Services Administra- 
tion to allow for the exercise of a considered judgment by its administrative 
officers. It is understood that the Operating Committee will not undertake 
definitive action, but that its responsibility is restricted solely to the collection 
and evaluation of factual data with respect to the technical aspects of individual 
projects and the passing of this information to responsible GSA officials. 

“(3) To estimate the costs of complying with the requests for information and 
services and fix a time schedule for the completion of the estimated work.” 

It was also greed that: 

“(1) All responsibility for final action taken with respect to any particular 
project is to remain solely with the General Services Administration. 

“(2) The General Services Administration will advance to the Department 
of the Interior an agreed-upon sum from which compensation for the time 
utilized by its personnel in completing the assigned work will be paid and an 
uccounting rendered. No services will be performed unless an agreement has 
been reached as to the amount to be made available for such work by Depart- 
ment of the Interior personnel. 

“(3) Operating methods, procedures, and fiscal arrangements for this activity 
will be developed by our respective staffs.” 

Pursuant to item (2), next above, the General Services Administration will 
advance to the Department not to exceed $15,000 on a quarterly basis, provided 
that the total amount to be advanced under this agreement shall not exceed 
$50,000 for fiscal year 1954. 

The Department of the Interior will establish a working fund account in 
accordance with the provisions of section 601 of the Economy Act (47 Stat. 417) 
and shall submit quarterly reports to the General Services Administration re- 
flecting the amount of obligations and disbursements by object class. The first 
report shall cover the period July 1, 1953, to December 31, 1953. Subsequent re- 
ports shall be rendered within 15 days after the close of the quarter for which 
the report is submitted. 

Please indicate the Department’s concurrence on the enclosed carbon tissue of 
this letter and return to this office. 

Very truly yours, 
A. J. WALSH, Commissioner, 


Approved and confirmed this 18th day of December 1953: 


F. EB. WorMseEr, 
Assistant Secretary for Mineral Resources, 
Department of the Intertor. 
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GENERAL SERVICES ADMINISTRATION, 


September 17, 1953 
Mr. Fexix E. WorMSER, 


Assistant Secretary, Department of the Interior, 
Washington 25, D. C. 

Dear Mr. Wormser: Thank you for your letter of September 15, 1953, outlin- 
ing the agreement between the Department of the Interior and the General 
Services Administration providing for services to be furnished by your Depart- 
ment with respect to inspections and other activities relating to DMPA 
contracts. 

I concur wholeheartedly in the plan which you outline for the organization 
and duties of the proposed Operating Committee and appreciate the assistance 
of your office in working out the agreement. The methods proposed will result 
in material advantages to GSA and should also make available to your Depart- 
ment much valuable information. 

I am appointing Mr. Clarence A. Fredell and Mr. Arthur L. Sherman, both of 
the staff of the Materials Division of Emergency Procurement Service, as per- 
manent member of the Committee and liaison member, respectively. Repre- 
sentatives of the Office of Comptroller and Office of Management, GSA, will be 
available to the Committee for development of procedures and arrangements of 
fiscal details. 

Sincerely yours, 
EDMUND F. MANSURE, 
Administrator. 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., September 15, 1953. 


Mr. EpMUND F.. MANSURE, 
Administrator, General Services Administration, 
Washington 25, D. C. 
Dear Mr. Mansure: During recent conferences between officials of the Gen- 


eral Services Administration and John G. Liebert of my office, a general agree- 
ment was reached as to the manner of utilizing services of Department of the 
Interior personnel to facilitate inspections, and for other services, relative to 
DMPA contracts and programs. 

At the suggestion of Mr. John G. Ford and Mr. J. H. Macomber, Jr., of the 
General Services Administration, it was agreed that the establishment of a 
formal Inter-Agency Policy Committee would be deferred. Any policy decisions 
involving both your Administration and the Department will be resolved by 
Mr. Liebert of my office and a representative of your office, until such time as the 
necessity for a policy committee has been more firmly established. 

It was further agreed that there is to be established an Operating Committee 
composed of two working members within the Department of the Interior and 
one member from your Administration. Accordingly, I am appointing Mr. J. H. 
Hedges of the Bureau of Mines and Mr. Olaf Rove of the Geological Survey, to 
represent the Department of the Interior on this committee. I would be pleased 
if you would designate, at an early date, that official of your Administration 
who will serve as permanent member of this committee. In addition to this 
committee, the Director of the Materials Division, GSA, will designate a liaison 
representative who will work with the committee to facilitate the transmission 
of requests and receipt of reports. 

It is my understanding that the function of this Operating Committee will be 
as follows: 

(1) To receive requests for inspections and services from the General Serv- 
ices Administration and to cause such inspections and/or services to be per- 
formed by competent personnel of the Department of the Interior, or others, as 
it may deem necessary to comply with such requests. It is understood that in 
all instances the requests for inspections and services will originate with the 
Jeneral Services Administration and that no independent or extraneous under- 
takings will be authorized. 

(2) To screen the information supplied by inspecting personnel to make sure 
that the request has been properly executed, and to approve or suggest modifica- 
tion of the recommendations made by the operating personnel to insure that the 
necessary technical facts are made available to the General Services Adminis- 
tration to allow for the exercise of a considered judgment by its administrative 
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officers. It is understood that the Operating Committee will not undertake 
definitive action, but that its responsibility is restricted solely to the collection 
and evaluation of factual data with respect to the technical aspects of individual 
projects and the passing of this information to responsible GSA officials. 

(3) To estimate the costs of complying with the requests for information and 
services and fix a time schedule for the completion of the estimated work. 

It is understood and agreed that: 

(1) All responsibility for final action taken with respect to any particular 
project is to remain solely with General Services Administration. 

(2) The General Services Administration will advance to the Department of 
the Interior an agreed upon sum from which compensation for the time utilized 
by its personnel in completing the assigned work will be paid and an accounting 
rendered. No services will be performed unless an agreement has been reached 
as to the amount to be made available for such work by Department of the Interior 
personnel. 

(3) Operating methods, procedures and fiscal arrangements for this activity 
will be developed by our respective staffs. 

Your notification to me of your appointment to the Operating Committee mem- 
bership will, in accordance with our understanding, constitute the completion of 
the establishment of the Operating Committee with the purposes, functions and 
limitations, as described herein. 

Sincerely yours, 
Fevix BE. WorMSER, 
Assistant Secretary for Mineral Resources. 

The Vice Cuarrman. The next witness is Mr. R. D. Mason, former 
Assistant to the Director, Credit and Finance Division, General Serv- 
ices Administration. 

Mr. Mason do you eer swear the, testimony you are about to 
pve will be the truth, the whole truth and nothing but the truth so 

1elp you God ¢ 

Mr. Mason. I do. 

The Vice Cuarrman. Will you give us your full name, address, title, 
and any other pertinent information in connection with this? 


TESTIMONY OF ROBERT D. MASON, FORMER ASSISTANT TO THE 
DIRECTOR, CREDIT AND FINANCE DIVISION, GENERAL SERVICES 
ADMINISTRATION 


Mr. Mason. My name is Robert D. Mason. I live at 3203 South 
Stafford Street, Arlington. My occupation now is that I am with the 
Renegotiation Board as a reviewer of contracts of renegotiation of con- 
tract specialists. 

The Vice Cuarrman. When did you cease being Assistant to the 
Director ? 

Mr. Mason, I think, sir, it was about January 18 or 20, 1952. I 
don’t know that I had that title, Assistant to the Director, Credit and 
Finance Division. 

The Vice CuarrmMan. But you were in the position in 1951 and up 
to the time you left ? 

Mr. Mason, Yes, sir. 

The Vice Cuarrman. Go ahead, counsel. 

Mr. Warren. What date did you terminate your services with 
GSA? 

Mr. Mason. I think it was about January 20, 1952. It was some- 
where in there. 

Mr. Warren. What was your first contact with the United States 
Tin Corp. case, Mr. Mason ? 
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Mr. Mason. Well, my first contact, where I had anything to do 
with it really, was, I think October 8, 1951.. I had been brought in on 
it just accidentally earlier in the year, in the spring. 

Mr. Warren. Did Mr. Kadow come in at that time? 

Mr. Mason. On October 8, yes, sir; he did. 

Mr. Warren. What was the purpose of this visit ? 

Mr. Mason. His purpose was to get further financing for the tin 
company. 

The Vice Cuarrman. That was always his purpose, wasn’t it? 

Mr. Mason. Yes, sir; that was his prime purpose. 

The Vice CuarrMan. It seemed to me the testimony sort of bears 
that out. 

Mr. Warren. Will you state the substance of what transpired in the 
meeting that he held with you? Were others present ? 

Mr. Mason. Well, yes. I was occupying an office with Mr. John 
Nicoll, who is also here. I was present during most of these inter- 
views. Mr. Kadow, by the way, was in my oflice probably every work- 
ing day from October 8 up to the time that he went back to Seattle, 
probably early in November. He came back again in the middle of 
November, and I saw him nearly every day until late in December. 

Mr. Warren. Did he operate out of your office ? 

Mr. Mason. Well, sir, I guess you might say that. I think he came 
in and made his headquarters in my office nearly every morning, hung 
up his coat and hat, and I would get him out of my hair occasionally 
because I had some other duties. But you might say he made his head- 
quarters there, 

The Vick Cuarrman. When did he go back with his money, in 
November or December ? 

Mr. Mason. May I refer to my notes? 

The Vice CHarrMAN. We just want the facts. 

Mr. Mason. That is all I want to give you, sir. Your question 
again, sir? 

The Vice Cuarrman. When did he get the money, in November or 
December? You say he was here in November and then came back in 
December ? 

Mr. Mason. He got three batches of money which I had anything 
to do with. The first was $120,000 under the V-loan agreement from 
the bank. That was number one. 

The Vice Cuatrman. Approximately when? 

Mr. Mason. I don’t know that my records show the exact date. I 
haven’t the exact date. It is somewhere up in late October, I think, 
that he got the $120,000. 

Mr. Warren. Then what was the next amount? 

Mr. Mason. Then he came in again, I think, I have here Kadow 
returned November 14, 1951, from Seattle, and then he had to have the 
$120,000—may I explain—that was to carry them into November to 
keep the thing operating. Then he needed immediately $35,000 more 
so he wouldn’t have to close down. We effected that through an ad- 
vance which was only a stopgap measure. Then he finally got, I think, 
December 21, an additional $325,000 commitment from the Govern- 
ment, of which he drew down, I think—at the end of December I think 
we let him have $146,808. That was to carry him through December 
and January. The rest of the $325,000, amounting to $179,000, was to 
be drawn monthly through July 1952. 
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Mr. Warren. Mr. Mason, I would like to read from a letter dated 
April 23, 1951, signed by Mr. P. W. Jordan. I will ask you whether 
or not Mr. Jordan would have written this or whether you would have 
written it: 

To confirm in summary our discussions have led us to the mutual conclusion 
that the overall importance of the project is such that GSA should authorize 
the guaranteed loan with full recognition of the credit risk involved. Accord- 
ingly, when the allocation of funds has been made we will proceed to authorize 
the guaranteed loan and at the same time introduce in the loan provisions all 
possible conditions to protect the Government’s interest. 

Mr. Mason. I had nothing to do with that, no, sir. I wasn’t in 
on it except accidentally for 1 hour or 2 one day, I believe, and then 
later I believe I phoned Mr. Fischnaller in the interest of Mr. Day. 
I knew about this going on but I had other duties. I think our first 
guaranteed loan was in the shop—if you want me to tell you chrono- 
logically- I think it was in April, some day in April, that I hap- 
pened to go to Mr. Day’s office and found a conference going on about 
United States Tin. That was the guaranteed loan deal. It sounded 
interesting so I listened in a little bit and st: vyed until it was over. 
That was when I first met Kadow. 

Mr. Warren. Whose office was that ? 

Mr. Mason. I think Mr. Walter Day’s. 

Mr. Warren. What was the date of that? 

Mr. Mason. It was probably in late March or early April 1951. 

Mr. Warren. Who did Mr. Kadow state that he was? 

Mr. Mason. He didn’t state. I didn’t ask him because I came in 
after the conference was about to break up. I gathered afterward 
from Mr. Day that he was representing the United States Tin Corp. 
I don’t know whether Mr. Day 

Mr. WarkeEN. The contract had been signed about a week before 
that on March 23? 

Mr. Mason. Th at was the procurement contract, I think, Mr. 
Warren. 

Mr. Warren. I mean, the procurement contract had been signed 
about a week before your first meeting Mr. Kadow ? 

Mr. Mason. I think that is right. I don’t want to be sure that it 
wasearly in April. About the middle of April or later. 

Mr. Warren. Why did Mr. Kadow come to your office when he 
‘ame to Washington, do you know ? 

Mr. Mason. That was 6 months later. Mr. Day had left us. Mr. 
Jordan was covered up with a great many details, and as I learned 
afterwards, Mr. Kadow phoned Mr. Jordan and Mr. Jordan told him 
to see Mason. So he came to my office. Then he began to tell his 
story, and I began to try to get the various data from him to find out 
what he wanted and how much. And from time to time I referred 
him to and conferred with Mr. Jordan and others on it. 

Representative Brown. Who was Mr. Kadow with before he went 
with this Tin Corp. ? 

Mr. Warren. He was in the Department of the Interior in Alaska 
and worked under the Assistant Secretary of Interior, Mr. William 
E. Warne. He was director of the Alaska field staff. 

Representative Brown. Didn’t he have some connection with Nelson 
Rockefeller ¢ 

Mr. Warren. Yes, sir. 
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Representative Brown. What was that? I want to find out all 
about him. What was that kind of work? 

Mr. Warren. He was working for Nelson Rockefeller down in 
South America on the Inter-American Affairs Committee. 

Representative Brown. I have heard of him before. 

Mr. Mason. May I supplement that? From what I understand, 
Mr. Kadow was taken by Mr. Rockefeller down there to help get out 
war materials, and one thing or another, during World War II in 
Brazil, and then afterward Mr. Rockefeller and his family, one of 
the foundations, organized some sort of a do-good operation for some 
of these backward countries and Mr. Kadow was his right-hand man, 
deciding whether to put in this kind of mill, invest a million in this 
or not. 

Representative Brown. Mr. Rockefeller must have had good con- 
fidence in him at that time ? 

Mr. Mason. Apparently he did. 

Mr. Warren. I would like to quote from a letter dated October 19, 
1951, addressed to the Board of Governors of the Federal Reserve 
System, signed by Mr. P. W. Jordan. I believe it was written by you ? 

Mr. Mason. I think I did write that letter. I haven’t seen it in 3 
years and don’t remember much about it. 

Mr. Warren. I quote: 

It was represented by Mr. Kadow that the financing institution under the 
existing agreement would make no further advances, and it was plain that if 
additional funds were not provided and within a matter of days, temporary 
abandonment of development and mining would inevitably ensue. Since the 
program has been certified by the Defense Production Administration as a nec- 
essary Government undertaking to encourage the development and mining of 
domestic deposits of tin and tungsten, and success of the project might mean 
substantial benefit to the American economy, we deemed abandonment at this 
early stage unwise. 

Is that right ? 

Mr. Mason. That isright. Those aremy words. 

Mr. Warren. What cid it mean, “to the American economy” ? 

Mr. Mason. It meant at that time, sir, as I understood the situa- 
tion, that we might find a worthwhile deposit of tin in the continental 
United States. Tin was a pretty scarce strategic metal at that time. 

Mr. Warren. Mr. Mason, how do you ordinarily go about finding 
a deposit, by use of a pilot mill or a commercial mill? 

Mr. Mason. Well, I am afraid I am not enough of a mining man 
to answer. I think this first exploration, and then development of 
some sort or another, usually development by private capital, has been 
that way. 

Mr. Warren. But you were trying to find tin with a commercial 
operation, is that correct? 

Mr. Mason. Well, I wasn’t trying to find it, Mr. Warren. As I 
understand, this effort was to try to find tin for the benefit of the 
United States economy. 

Mr. Warren. Reading further: 

It is agreed that any advances from this point on until production is again 
started are essentially development loans. Any new loan formula can only 
require that the borrower certify the nature of the necessary expenditures, de- 
claring them to be for functioning of the contract and later support the actual 
disbursements. 


We are aware that the information heretofore made available from the bor- 
rower and financing institution has been inadquate and lacking in normal sup- 
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port of proper record. In agreeing to further financing Mr. Kadow was made 
to understand that the books and records of the corporation must be corrected, 
brought up to date, and subsequently kept in as near perfect order as possible. 
He gave his assurance that by early November 1951 an accurate balance sheet 
as of September 30, 1951, together with reliable profit and loss figures will be 
furnished. In addition, by the same date a new and detailed budget of cash 
requirements through next July is to be submitted, and it is our thought that 
commencing next month advances will be in accordance with that schedule—to 
be strictly accounted for at the close of each month. Failure to so account 
will be an act of default. 

The Vice Cuarrman. Who wrote that letter? 

Mr. Warren. Did you write that letter? 

Mr. Mason. Yes, I wrote the letter, every comma in it, for Mr. 
Jordan. A good letter, Phil. 

The Vice Cuatrman. If it had been lived up to it would have been 
fine. 

Mr. Mason. At that time, I think I should make it plain here, 
those were not my views. It wasn’t within my province to go ahead 
even to see that he got more money from the bank by reducing our 
participation in it. That was a decision made higher up. 

Mr. Warren. Who made that decision ? 

Mr. Mason. It was imparted to me by Mr. Gumbel or by Mr. Ford. 
Then, Mr. Jordan was aware of it, too. 

Mr. Warren. By Mr. Gumbel or Mr. Ford ? 

Mr. Mason. Yes, Mr. John Ford. I helped Gumbel, Ford, Bour- 
ret, and everybody else. I wag sort of legman in coordinating this 
thing. Let me make this plain. I saw at about this time, after talk- 
ing to Kadow, 2 or 3 days, it was not a credit proposition. It was 
not a credit proposition really in the first instance. But it was second 
nature to me as an old credit man to try to make it a credit proposi- 
tion, to make it sound from there on. That was October 8. I was 
trying to do that and see if I could get Fischnaller and others to put 
up some more money or to guarantee further advances. But I soon 
found that was not possible. It couldn’t be made into a credit prop- 
osition. 

Mr. Warren. What would they tell you when you asked? That 
they would put up additional money ? 

Mr. Mason. Mind, I only asked Mr. Kadow, and Mr. Kadow said 
no, that he knew Fischnaller would not put up any more money. I 
didn’t think he would in the first place. I was fishing around, try- 
ing to get more security for the Government, trying to make a sour 
proposition into a sound one. That was the work I always do or try 
to do, but there T didn’t have any success. 

Mr. Warren. What did the people above you do? Did they ever 
attempt to make this into a sound proposition ? 

Mr. Mason. I think they relied on my—I won’t swear to this—I 
think they must have relied on my judgment that it could not be 
made into a sound proposition. It wasn’t in the first place. It wasn’t 
a sound credit proposition, in the first place, and as I understand, it 
was not intended to be such. 

Mr. Warren. Do you think the fact that money is marked off the 
books when a project is started is any excuse for poor business judg- 
ment ? 

Mr. Mason. I don’t quite understand. 

Mr. Warren. Wasn’t this money marked off the books to begin 
with on this project, considered a loss? 
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Mr. Mason. No, I happened to know about that because I prepared 
some 35 reports on the probable ultimate net cost of these various 
contracts. It was not marked off the books, in my understanding, in 
the first place. We guaranteed the loan, 90 percent of $374,000. Then 
about August, why, I started on a study of this contract and some 
85 others to see what the probable ultimate net cost to the Govern- 
ment would be, and what the working capital requirements would be. 
That was one of them. I turned in a report, I think, on August 27, 
and at that time I was convinced that it was not a sound proposition, 
not only—well, not so much because of the credit aspect but because 
of the proximity to Siberia. So I thought it was only wise to set it 
up as a probable ultimate net cost of the entire amount of the 90 per- 
cent of guaranty. 

The Vice CHarrMan. I guess you guessed right. 

Mr. Warren. Mr. Mason, I would like to quote from a letter that 
you signed, dated January 18, 1952. I guess it is a memorandum in 
stead of a letter, subject, “United States Tin Corp., Seattle, Wash.” 

Mr. Mason. I havea copy before me. 

Mr. Warren. I will read the third paragraph of the first page: 

In addition the company proposed to construct and complete by October 1, 1951, 
year round facilities for lode mining. 


The first paragraph of page 2: 


It was the expectation that placer operation in the short 1951 season, June to 
September, would produce some 80 tons of concentrates, and that lode mining 
would start October 1, 1951, involving credit disbursements which are already 
secured by concentrates. 

Mr. Mason. Yes, sir. 

Mr. Warren. Did the tin produced ever live up to the estimates? 

Mr. Mason. Not during the time—the several months I had any- 
thing to do with it. They expected to produce 80 tons placer and by 
October 1 to get into the lode mining. Of course, as you know, from all 
the other evidence you have had here, they did have the lode mining 
operation going by October 1. They did, I believe, have this 100-ton 
mill installed by then but no ore, ore but no water to process it. Then, 
you see, they didn’t process any more up to the time I wrote this mem- 
orandum to button it up on January 18, 1952. That was a day or two 
before I left General Services. 

Mr. Warren. Are you an engineer by profession ¢ 

Mr. Mason. No, sir. 

Mr. Warren. Did you justify the $360,000 loan in this report of 
January 18, 1952? 

Mr. Mason. Well, sir, mind you this was not a credit proposition. 
Iam acredit man. But I was detailed to work out this job and make 
the studies and see how much they would need to carry them through 
the next July 31. That was after the decision to make the advances, X 
amount of advances was arrived at. 

Mr. Warren. Who made that decision ? 

Mr. Mason. That decision was made, I assume, by Mr. Larson, in 
the final instance. 

Mr. Warren. Who recommended it to Mr. Larson ? 

Mr. Mason. That I don’t know. I got my information from Mr. 
Ford and Mr. Gumbel. 


Mr. Warren. Mr. Gumbel didn’t seem to remember making 
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Mr. Mason. Well, sir, that is not very strange if you knew the cir- 
cumstances that we were working under in those di ays. Mr. Gumbel 
had a pretty important job, working night and day, as I happen to 
know, as I was part ofthetime, He had not only this little tin proposi- 
tion here but 35 or 40 other very important developments of produc- 
tion contracts, some of them running into billions, not millions, I 
don’t mean that the Government was to advance that, but we were to 
procure that much, such as aluminum, machine tools. Mr. Gumbel 
was a pretty busy man. 

Mr. Warren, Mr. Mason, I would like to continue on this second 
page, the second paragraph of the memorandum previously re- 
ferred to: 

The production support contract contemplated construction of a mill capable 
of processing only 25 tons of ore daily. The United States Tin officials and the 
Alaska field staff of the Bureau of Mines recognized that such small scale oper- 
ation was uneconomic. Consequently, United States Tin decided during the 
V-loan negotiations to install a 100-ton mill. This was done, and it is stated 
that the purchase of used instead of new machinery kept the outlay within cost 
originally estimated. 

Mr. Mason. Yes, sir. 

Mr. Warren. How could you justify a loan on the basis of some- 
thing that was decided by the Alaska field staff which had no author- 
ity in the matter so far as the 25-ton mill was concerned ? 

Mr. Mason. Well, sir, I had nothing to do with the original— 
nothing except incidentally to do the original guaranty of the loan 
which contemplated the carrying out of this contract, this GS-OO- 
(D) -520. 

This is the information, and I think this may clarify something 
that. has gone before here. I think I found out from Kadow for the 
first time when he came to me on October 8 or within a few days after 
that, I think I was the one that discovered that they had put in a 100- 
ton mill rather than a 25-ton mill. And he proved to me, and I think 


Mr. Warren. Did you take this up with anyone when he told you 
about it ? 

Mr. Mason. I discussed it with any number of people. 

Mr. Warren. Who did you discuss it with? 

Mr. Mason. I can’t remember. I do remember one meeting with 
Mr. Mann, Mr. Bourret was present, Mr. Jordan, and we discussed it. 
But I want to tell you this, that to me it was a favorable thing rather 
than unfavorable, that they had enough business judgment to go in 
there and see a pilot operation would not ever make this thing a 
success. 

Mr. Warren. It wasn’t your business to decide it was favor- 
able 

Mr. Mason. It was my opinion—— 

Mr. Warren. It was your business to carry out the contract? 

Mr. Mason. I didn’t have anything to do with carrying out the 
contract. 

Mr. Warren. Did you know that the contract provided for a 25- 
ton mill? 

Mr. Mason. Yes: I did know that. But I didn’t think this was a 
material breach of the contract, or if I did think it was a breach of 
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the contract, not being a lawyer or engineer, I thought it was a point 
in favor of the operation at that particular stage. 

Mr. Warren. What did Mr. Bourret and the engineer say ? 

Mr. Mason. I think they agreed. I can’t quote them. 

Mr. Warren. Mr. Bourret wrote a report stating that this thing 
would never pay off, I thought ? 

Mr. Mason. I think that report was written some months later; 

yas it not, Mr. Warren? 

Mr. Warren. Were you aware of the fact that the Nonferrous 
Metals Committee had carefully considered this matter before a 25- 
ton mill was decided upon ? 

Mr. Mason. I presume I must have because I had available to me 
the different—it may not have seemed significant to me. I don’t 
know 

Mr. Warren. Why would you include in a document like this in- 
formation which would appear to be official, that there had been a 
decision made by United States Tin officials and the Alaska field staff, 
when neither of them had any authority to vary the terms of this con- 
tract without the authority of GSA? 

Mr. Mason. I was only putting down the story as I got it from Mr. 
Kadow. 

Mr. Warren. Did you state in the memorandum that the story 
came from Mr. Kadow ? 

Mr. Mason. You have the memorandum before you. 

Mr. Warren. I don’t see Mr. Kadow’s name in that paragraph. 

Mr. Mason. No, frequently you won’t. This was a sort of summary 
report that I wanted to button this thing up with before I left. I 
omitted his name in maybe a thousand places where I could have put 
it in, because he was very much in the picture. 

Mr. Warren. Who did you prepare this report for? Who instructed 
you to prepare it? 

Mr. Mason. Nobody instructed me to prepare it. It was always my 
custom when I get through a long drawn out job like this to prepare 
a report. I haven’t always done it because of procrastinating, but this 
time I wanted to do so on purpose. I have a strong purpose net only 
to summarize what had been done but why it had been done. but I 
wanted to leave it in the record, a very clear statement that this was 
not a credit proposition after I got into it, because I am a little bit 
jealous of my reputation as a credit man, 

Mr. Warren. You thought it was not a good credit proposition ? 

Mr. Mason. No, sir. When I got into the picture in October, it 
didn’t meet the two tests: Will he pay or will it be necessary to hail 
him out; second, will he be able to pay as agreed. You had to answer 
both in the negative. 

Mr. Warren. Did you ever go out with Mr. Kadow socially? 

Mr. Mason. Yes, sir, not during this time. Let me correct that. I 
am glad you brought it up. Mr. Kadow was in my office off and on for, 
I would say, a month nearly every day. Then, as I say, I couldn’t 
get him out of my hair, although I had some other things to do, too, 
but this was a pressing proposition, and there were always deadlines 
to be met. 

The Vice CuarrmMan. You say you prepared this report to uphold 
your reputation as a credit man ¢ 
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Mr, Mason. Yes, sir; that was one of my reasons. I wanted t» leave 
in the file—I had more to do with this than any other one man. I had 
been a legman and coordinator. I had given it a great deal of atten- 
tion, 3 months. 

The Vice Cuatrman. You didn’t approve it at any time, did you, 
the loan? 

Mr. Mason. I had no authority to approve the loan. 

The Vice Cuarrman. Then you saved your reputation ? 

Mr. Mason. Well, I have approved some that have gone sour in my 
day, but this wasn’t one of them. 

{r. Warren. Did you finish the answer to the question? 

Mr. Mason. I have forgotten where we were. 

Mr. Warren. You had started on Mr. Kadow, I believe. 

Mr. Mason. Yes. Allow me to finish, please. 

Frequently, around lunch time Kadow would be in my office. Some- 
times John Nicoll would be there. We usually invited him to go to 
lunch with us. Sometimes we would continue the conversation and 
go over to Allies Inn. I happen to remember this very thoroughly, 
that following an old practice of mine since I have been in the Govern- 
ment, I bought Kadow’s lunch or Nick did or we divided it until he 
finally got sore about it and then we went to dutching it. I suppose we 
went to lunch with him a dozer. times. 

Kadow, toward the end of the deal, wanted us to go out to dine. I 
didn’t want to do that. I think I had him out to my house during the 
time before that was buttoned up. I make a practice not to do any- 
thing like that if I can ayoid it. So finally, we both liked Kadow, and 
we wanted to be with him and wanted him to meet our wives, so we 
arranged to take him out to Mr. Nicoll’s country club where only Mr. 
Nicoll could pay the bill at the end of the month, and then my wife 
and daughter went along, Mr. Kadow and Mr. Nicoll and his wife, 
and then a month after Nick paid the bill and we split it. 

Mr. Warren. At what time was that that you went out there? 

Mr. Mason. I suspect that was about the middle of December 1951. 

The Vice Cuatrman. Did you get reimbursed for a situation like 
that? Did you have an expense account or did that come out of your 
own personal pocket ? 

Mr. Mason. No, sir; I never turned in anything. I paid 
Kadow’s 

The Vice Cuatrman. I was just wondering as a principle. I didn’t 
think you had an expense account, but I didn’t know. 

Mr. Mason. No; I wouldn’t put it on at lunch anyway. Ona num- 
ber of occasions I had to go with Kadow down to see Mr. Walsh, Cap- 
tain Maull, and I made it a practice to pay the taxi fare. 

The Vick CuatrmMan. He really cost you money, then ? 

Mr. Mason. A few dollars, but his company was worth it, sir. 

Mr. Warren. Did Mr. Kadow send any gifts to the people at GSA ? 

Mr. Mason. A year after I left GSA, about December 1952, I heard 
from Mrs. Nicoll, maybe she phoned my wife, that a bunch of Alaskan 
or west coast canned goods had turned up to be divided between Mrs. 
Nicoll and Mrs. Mason. 

I went over and got my share, some smoked oysters and some things 
I hadn’t tasted belore, I guess there was $25 worth of stuff, of the 
canned salmon, and so forth. Meantime I had seen Kadow once or 
twice and had had him in my house as a guest. 
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Mr. Warren. When was the last time you have seen Mr. Kadow? 

Mr. Mason. I think it was February of this year, 1954, that Kadow 
was in town and he phoned me one day and I wanted to see him. I 
have always been interested in this outfit since I left. I liked Kadow 
and I wanted to see him, and wanted to go to lunch with him. He 
seemed to dodge it. I thought maybe he thought he was going to be 
under surveillance in some way. He did come to my office and we had 
a talk for an hour or two and he told me about the investigation as 
far as it had developed at that time. He came out and spent an eve- 
ning with me and my wife. I think that was in February of this year. 

Mr. Warren. It is rather difficult not to make a favorable recom- 
mendation for a man like that when you associate with him socially, 
isn’t it, Mr. Mason ? 

Mr. Mason. No, sir, not for me. I wouldn’t give it to my grand- 
mother if the credit was not right, but I might give it to her. You 
disassociate yourself. You have to view it objectively. 

Let me remind you of this. This was not a credit proposition, I had 
nothing to do with extending him credit in the first place. 

Mr. Warren. I believe you said recommendations on the loan? 

Mr. Mason. No, I think that is wrong. In the first instance, I had 
nothing to do with the loan until 

Mr. Warren. Weren’t you under Mr. Jordan in the Credit and 
Finance Division ¢ 

Mr. Mason. Yes, sir. 

Mr. Warren. Didn’t they disburse the funds? 

Mr. Mason. Yes, sir. 

Mr. Warren. Didn’t you handle the account ? 

Mr. Mason. I handled the account from October on until the time 
I left. 

Mr. Warren. This was during the time that you were seeing Mr. 
Kadow, was it? 

Mr. Mason. That is right. 

Mr. Warren. Don’t you think that has some effect on the granting 
of a loan? 

Mr. Mason. No, because all I was doing was making studies and 
preparing data, working up figures. The decision to make the ad- 
vances was not my decision. I will say, though I have no hesitancy in 
saying, that I favored it. 

Mr. Warren. You did write favorable recommendations for Mr. 
Kadow, didn’t you? 

Mr. Mason. No, I did not write any favorable—— 

Mr. Warren. For the United States Tin Corp. loans? 

Mr. Mason. No, I think I wrote factual information data for Mr. 
Jordan, Mr. Gumbel and Mr. Ford and maybe finally Mr. Larson 
to study. 

Mr. Warren. Can you state any instance in which you made an 
adverse recommendation insofar as the United States Tin Corp. was 
concerned ? 

Mr. Mason. No, I don’t think I did make an adverse recommenda- 
tion because I was not recommending. I was simply making studies 
and digging up the facts for others to make a decision on. 

Representative Brown. May I make an observation here off the 
record ? 

(Discussion off the record.) 
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Mr. Warren. What other business was Mr. Kadow transacting in 
Washington while he was here. Was he trying to get housing from 
your office ¢ 

Mr. Mason. Not that I know of. I don’t think he was. I think he 
was spending about 15 hours a day on the United States Tin Co. 

Mr. Warren. Mr. Chairman, I would like to suggest that we put in 
the record a letter dated October 19, 1951, addressed to the Board of 
Governors of the Federal Reserve System, signed by Mr. P. W. 
Jordan, Director, Credit and Finance Division. Memorandum dated 
April 28, 1951, addressed to Mr. H. C. Maull, signed by Mr. P. W. 
Jordan. Letter dated January 18, 1952, or a report dated January 18, 

1952, signed by Mr. R. D. Mason, Chief Commercial Credit Branch, 
C redit and Finance Division, and a report dated April 4, 1951, on the 
letterhead of the United States Tin Corp., Seattle, Wash. 

The Vice Cuairman. They will be inserted. (See p. 299.) 

Mr. Warren. I would like to identify this. 

The Vick Cuarrman. Who signed that ? 

Mr. Warren. Did you have a telephone conversation with Mr. 
Kadow on April 4, 1951 ? 

Mr. Mason. Not Kadow, no. 

Mr. Warren. With Mr. Finschnaller ? 

Mr. Mason. I think that was about the time probably in the in- 
terest of Mr. Day I did phone Fischnaller. Day came to me 1 day 
and he was tied up with something else and he outlined—— 

Mr. Warren. Can you identify that ? 

Mr. Mason. And told me what he wanted, and to get some informa- 
tion. Yes, this is mine. 

Mr. Warren. Will you state the substance of that? 

Mr. Mason. Well, sir, I would have to glance it over. I have just 
forgotten the gist i a if telephone conversation held with Mr. 
Fischnaller. 

The United States Tin Corp. was incorporated under Washington 
State laws on November 23, 1948. Paid in capital, $178,500. I don’t 
think it is necessary to read all of this. Do you think so, Mr. Warren? 

Mr. Warren. Will you state the substance of the conversation ? 

Mr. Mason. Well, then, I will have to read it over first to refresh 
my memory on it. I see here at the start I was trying to straighten 
out just what the United States Tin Co. was as an entity, how much 
authorized capital stock and also a connection with the United 
Chemical Engineering Corp. that we wanted to clarify. I questioned 
him as to how much the tin corporation would net from the 90 tons 
of ore carried in his balance sheet in the amount of $225,800. Mr. 
Fischnaller said that the figure should be about $213,000 but none 
of this will be available until GSA pays on June 10. The contract 

calls for full delivery by May 31. 

From the $213,000 expected to be available by June 10, the bank 
will be paid $88,000, and other creditors about $37,000, leaving a bal- 
ance of $88,000. To be conservative, this last figure has been cut to 
$60,000 and is. the amount that will be used to augment the proposed 
working capital loan, 

Mr. Day was not clear in his own mind about some of these ques- 
tions and he outlined them to me. Mr. Fischnaller said none of the 
money to be borrowed will be used to improve the Tacoma plant. 
The pro forma profit and loss statement for the tin corporation for 
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the year ending December 31, 1951, reflects net profit of $49,000, but 
from this should be deducted $11,000, which will be paid to the Tacoma 
concern for processing. 

The mine property carried a balance sheet at $250,000, cost has 
been purchased outright, but the title is in escrow. The payments 
on the property are set at $25,000 in 1951, $25,000 in 1952, $93,000 in 
1953, and $93,000 in 1954, a total of $236,000. However, in lieu of 
such payments, Mr. Fischnaller says that the tin corporation may at 
its option pay yearly 10 percent of gross receipts. Further, that in 

case no payments are made, the tin corporation has a 10-year lease 
on the property. 

His understanding of the proposed loan is that the plant expansion 
part is payable over ‘4 years, at not less than 25 cents a pound for metal 
produced, or 50 percent of net income before taxes. The working 
capital loan is to be paid off, probably in full, within 1 year out of the 
sale of the tin and tungsten. 

Mr. Fischnaller says that very likely not more than $150,000 of the 
working capital loan will ever be used. 

According to a study made by the Department of the Interior the 
expected return from 1951 mining operations should total $541,960, 
consisting of lode tin $240,960, lode tungsten, $70,000, and placer tin 
and tungsten $225,000. Mr. Fischnaller explains that it is expected 
that all of this metal will be shipped to the mainland before the end 
of the calendar year 1951 and probably processed by the end of the 
year. If this expectation materializes, it would seem that the com- 
pany could easily. pay off the working capital loan in full. 

The expense schedule in the Departme nt of se rior studies show 
capital expenditures for March 1951 of $59,739, for June $773, for 
July $35,595, a total of $96,107. The operating expenses totaling 
$278,320 are scheduled as follows, and then by month they are listed. 

Mr. Warren. Do you know how much concentrate was actually 
produced, whether there was $225,000 worth of concentrates or 

$213,000? 

Mr. Mason. I don’t know, only his statement, and I think it ap- 
peared in the record at that time. 

Mr. Warren. I believe you testified that Mr. Kadow contacted 
you. Did anybody else contact. you about this United States Tin 
Corp. matter? Did Mr. Fischnaller contact you? 

Mr. Mason. No. The only contact I ever had with Fischnaller 
was when I phoned for Mr. Day to clear up some things. I have 
never seen or heard from the man since, really. 

Mr, Warren. Did anyone else contact you? 

Mr. Mason. Kadow was the only man, outside of Government. 

Mr. Warren. You mean, outside General Services? 

Mr. Mason. Outside of General Services. 

Mr. Warren. Did anybody in the Government outside of General 
Services contact you ? 

Mr. Mason. No, sir. 

Mr. Warren. I think that is all. 

The Vice Cuatrman. Thank you very much, sir. 

Mr. Mason. May I make one short statement, Mr. Chairman? 

The Vice Cuarrman. You may. 

Mr. Mason. In his testimony this morning, Mr. Jordan was asked 
in questioning by Mr. Warren about how he made this decision or 
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where he got this information. Now, from October 8 on until I left 
General Services most of the information that Mr. Jordan got came 
from Mason. And I assume maybe—— 

Mr. Warren. From what dates? 

Mr. Mason. When Kadow came in on October 8 up to the time I 
left General Services the next January, Mr. Jordan had delegated me 
to handle that case, and I guess, I hope, he wasn’t mistaken. He had 
confidence in my ability to handle it, and if there was any failure on 
his part to get information, why, it was probably my fault. 

Another thing I would like to say, so far as this 100-ton mill was 
concerned, that I thought at the time I got into the deal, whether or not 
they had violated the contract, that it was favorable to the Govern- 
ment for the future operation, because they could produce and may 
pay the thing out some time. 

Mr. Warren. Wat it your duty to consider the terms of the contract 
in the credit and finance division ? 

Mr. Mason. Yes. I may have overlooked it. It didn’t seem too 
significant to me; in fact, I thought it was a good business judgment 
on their part. : 

Mr. Warren. Based on what Mr. Kadow told you? 

Mr. Mason. What Mr. Kadow told me and my conversations with 
others. It was brought up several times, and I think everybody ap- 
plauded that deal. One other thing 

Representative Brown. Kadow was wise to stay with you that 
whole month, then, as you were delegated to look into it? 

Mr. Mason. He knew I was the ramrod to coordinate it and carry it 
through. Of course, he was on my neck all the time. 

Representative Brown. Did you do anything else besides look after 
this tin corporation ¢ 

Mr. Mason. I had other duties. 

Representative Brown. What else did you do? 

Mr. Mason. I don’t recall in detail. I handled real property 
moratoriums and collection problems, and one thing or another. 

Mr. Warren. Mr. Mason, I believe you and Mr. Kadow agreed that 
the Federal Reserve bank was too stuffy for an operation of this kind, 
didn’t you? 

Mr. Mason. Well, I wouldn’t put it exactly that way—— 

Mr. Warren. That is the wording in the correspondence. 

Mr. Mason. My correspondence? 

Mr. Warren. Mr. Kadow’s correspondence, but you agreed with 
him. 

Mr. Mason. I don’t remember him saying it in those words. And 
if there are any Federal Reserve men here, I don’t think that is so. I 
will take it back. 

I will say this, though, that during the time that these deadlines, 
when we had to get this $120,000 for Kadow, and then the $35,000, and 
arrange for the balance of it, always we were working under deadlines. 
During that time, why, I took it on myself, knowing it was the inten- 
tion, the desire of General Services to see that they go this $120,000, 
I expedited it as much as I could and I cut some corners. And I do 
think I apologized to Mr. Connell and others for doing it. But, you 
see, the Federal Reserve region is in San Francisco and Seattle is 
1,000 or so miles away from there, where maybe they had a brancn 
operation, and we couldn’t always wait to go to San Francisco and then 
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have them relay it to Seattle, and then have them come to the financ- 
ing institution. So I contacted Mr. Winslow myself in the interest of 
speed. I think I kept the Federal Reserve informed as quickly as I 
could about what I was doing. 

Mr. Warren. I think that completes what I have, Mr. Chairman. 

Mr. Mason. One other observation, if I may make it. 

The Vice Cuareman. If it is short. 

Mr. Mason. There has been a good deal of testimony here, that the 
tone of the questioning indicating that the management of this organi- 
zation was lousy. So far as Kadow is concerned, in my judgment, 
why, he was pretty nearly an ideal man for the job after October 10, 
1951. He has courage, ambition, energy-—— 

Mr. Warren. Does he have any mining experience ¢ 

Mr. Mason. No, he didn’t need mining experience in a job like that. 

Mr. Warren. He was hired to get loans, wasn’t he? 

Mr. Mason. No, sir. 

Mr. Warren. That is what Mr. Fischnaller said he was hired for. 

Mr. Mason. I didn’t know that. He was hired originally as execu- 
tive vice president to ramrod the thing. Later he became the manag- 
ing head of it, the president. He is a man that has all of the qualifica- 
tions, courage, resourcefulness, willingness to work 15 hours a day. 
More than that he had the one indispensable, in my opinion, quality of 
a promoter of that type, a pioneer. He was willing to use other 
people’s money. 

The Vice CHarrman. You don’t have to speak about that. We ad- 
mit that. 

Mr. Mason. Some honest men won’t go into deals because they have 
to use other people’s money. Kadow was willing todo that. I think he 
was a man of excellent intentions. 

The Vice CoatrmMan. Thank you Mr, Mason. 

(The material referred to in Mr. Mason’s testimony follows :) 

OctosBeR 19, 1951. 


BoakbD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM, 
Washington 25, D. C. 
(Attention: Mr. Gardner L. Boothe II, Assistant Director, Division of 
Selective Credit Regulation.) 

GENTLEMEN : Reference is made to the wire received by you on October 17, 1951, 
from the Federal Reserve Bank of San Francisco concerning the United States 
Tin Corp. Guaranty Agreement No. GSA (12)-3. 

We are fully sensible of the problems posed in contemplation of the amendment 
to the existing agreement and bespeak the continued patience and assitance of 
both the San Francisco and the Seattle Federal Reserve offices in meeting the 
troublesome issues. A recital of the direct discussions with the borrower and 
financial institution, the latter carried on only because of a crisis in the situa- 
tion, should, as suggested, clear up some of the uncertainties. 

In our discussions of last week, Mr. Kadow, executive vice president of the 
borrower, stated that the first steamship of the year to Lost River arrived 28 
days later than expected and as a result placer output for the season was only 40 
tons, or about half the forecast, thus reducing the anticipated security for the 
revolving fund ; that the start of lode mine development was retarded 28 days by 
the delay in arrival of machinery ; and that production, scheduled to begin Octo- 
ber 1, was indefinitely postponed by cave-in of a shaft station, the principal 
source of water for winter operations. 

Mr. Kadow explained that it will probably be necessary to abandon most of the 
shaft in favor of drifting and sinking in the limestone footwall, and that at best 
production will not begin before next January or February; that if the mine 
shaft water supply fails, efforts will be made to pipe water from a spring 2% 
miles away; that if neither operation is successful, there will be no lode mining 
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until early next summer when a year-round water supply can be assured by 
damming Cassiterite Creek. 

If water is obtained by January next, Mr. Kadow estimated minimum produc- 
tion of concentrates in February at 60 tons, worth $100,000, and that much or 
more each month thereafter. He stated that the failure to obtain water by 
January would mean a virtual shutdown for February through May, with a cut 
in expense to $5,000 for each of the 4 months. 

Mr. Kadow’s estimates of cash requirements, assuming production by Febru- 
ary, follow: 


October : 
eae sell _. $65, 000 
, s : : 30, 000 
Payroll and expenses___--_---~~- 25, 258 
Total for October 120, 258 
November through February: Payroll and 101, 032 
December: Payment on property. _-_- seve « ty OO 


Total - 4 ptesdictincnieiptascnlapinilitaie eelebies naaenietatinsh wlldiena dana 246, 290 


With monthly production, worth $100,000, commencing February, further de- 
velopment financing would not be required. 

In the event production does not start by February, Mr. Kadow’s cash require- 
ment estimates are: 


October through January bn einabh se . $221, 032 
February through May_----- , 20, 400 
June . = ae 15, 000 

25, 900 


O29 996 
282, 332 


As borrower had cash October 1 of $10,063, and 1950 concentrates worth, net, 
$4,000, Mr. Kadow calculated that the cash requirement totals could each be 
reduced by $14,063, making them, respectively, $232,227 and $268,269. 

It was represented by Mr. Kadow that the financing institution under the 
existing agreement would make no further advances, and it was plain that if 
additional funds were not provided, and within a matter of days, temporary 
abandonment of development and mining would inevitably ensue. Since the 
program has been certified by the Defense Production Administration as a nec- 
essary Government undertaking to encourage the development and mining of 
domestic deposits of tin and tungsten, and success of the project might mean 
substantial benefit to the American economy, we deemed abandonment at this 
early stage unwise. 

The financing institution’s position was made clear over the telephone by 
Mr. Winslow. The financing institution had never contemplated a liability in 
excess of $10,000. It had already advanced a total of $155,619.29, but consid- 
ered that concentrates on hand afforded security for $75,000, leaving a balance 
of $80,619.29, which meant that the bank’s ultimate liability on the 10% partici- 
pation basis stood at $8,061.92. The financing institution expressed a willing- 
ness to advance an additional $120,000, making a total net advance of $200,- 
619.29, provided that its participation be reduced retroactively from 10% to 
5 percent; it also agreed to apply for a new V-loan, guaranteed 100 percent, not 
to exceed $148,000 for working capital that might be required if production does 
not start anew before next July. An agreement with the financing institution was 
tentatively reached, and in our letter of October 11, 1951, we requested that the 
gist of the understanding be telegraphed to the Federal Reserve Bank of San 
Franciseo for urgent transmission to the Seattle branch. 

It is agreed that any advances from this point on until production is again 
started are essentially development loans. Any new loan formula can only re- 
quire that the borrower certify the nature of the necessary expenditures, declar- 
ing them to be for functioning the contract, and later support the actual 
disbursements. 

We are aware that the information heretofore made available from the bor- 
rower and financing institution has been inadequate and lacking normal sup- 
port of proper records. In agreeing to further financing, Mr. Kadow was made 
to understand that the books and records of the corporation must be corrected, 
brought up to date, and subsequently kept in as near perfect order as possible. 
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He gave his assurance that by early November 1951 an accurate balance sheet as 
of September 30, 1951, together with reliable profit and loss figures wili be 
furnished. In addition, by the same date, a new and detailed budget of cash 
requirements through next July is to be submitted, and it is our thought that 
commencing next month advances will be in accordance with that schedule—to 
be strictly accounted for at the close of each month. Failure to so account will 
be an act of default. 

We now request that copies of this letter be transmitted to your San Francisco 
and Seattle offices, and that you telegraph the Federal Reserve Bank of San 
Francisco the following in partial answer to the questions propounded in its 
wire of October 17: 

“Reference your telegram dated October 17 concerning U. S. Tin Corp. The 
$120,000 additional financing is over and above present indebtedness of $155,- 
619.29 and the original guaranty will be reduced from $374,000 to approximately 

275,000. The additional advance of $120,000 is to be a straight loan. Of the 
present outstanding loans the amount finally determined to represent capital 
expenditures will remain as a straight loan and the remainder is to be liquidated 
from proceeds of concentrates on hand. It is not contemplated that any part of 
the additional advance of $120,000 will be used for capital expenditures. Letter 
with further details including GSA discussions with borrower and financing in- 
stitution mailed today.” 

Very truly yours, 
P. W. JorDAN, 
Director, Credit and Finance Division. 


Apri 23, 1951. 
To: Mr. H.C. Maull, Jr., Acting Director 
Attention: Mr. R. Eberly 
From: Director—Credit and Finance Division 
Subject: United States Tin Corp.—Contract GS—-OOP-—(D)-—520 

This will confirm telephone conversation of this date with Mr. Ray Eberly 
concerning a guaranteed loan to the above-described contract. 

Pending the allocation by the Bureau of the Budget of funds for this contract, 
this office requested the Federal Reserve Bank of San Francisco to make their 
normal investigation. The findings of the Federal Reserve have been submitted 
to this office with a conclusion that there is “no basis for credit and that fa- 
vorable action must therefore depend entirely on justification for loan from 
standpoint of necessity for materials.” A review of the material submitted 
by the Federal Reserve bank leads us to concur with their conclusion as to the 
financial aspects of the case. 

However, an examination of the file, and as confirmed by Mr. Eberly, dis- 
closes that while the amounts of tin and tungsten which may be obtained from 
this contract are small, its importance lies in the fact that it is in the nature 
of a pilot operation and that if successful, a new continental source of tin will 
be available to meet the defense needs of the United States. The potentialities 
have been fully explored by the Department of Interior and it is estimated 
that this initial operation may open up a field of supply sufficient to meet one- 
half of the annual requirements of the entire United States 

To confirm in summary, our discussions have led us to the mutual conclusion 
that the overall importance of the project is such that GSA should authorize 
a guaranteed loan with full recognition of the credit risk involved. Accord- 
ingly, when the allocation of funds has been made we will proceed to authorize 
the guaranteed loan and at the same time introduce in the loan provisions all 
possible conditions to protect the Government’s interest. 

P. W. JoRDAN 


GENERAL SERVICES ADMINISTRATION CREDIT AND FINANCE Division REpPorRT, 
JANUARY 18, 1952 


I. SUBJECT 
United States Tin Corp., Seattle, Wash. 
II. PROGRAM INCEPTION AND AUTHORIZATION 


DPA Certificate (GSA-11—-DPA-12) dated March 16, 1951, reads in part: 
“In order to assure the continued supply of tin and tungsten and the utiliza- 
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tion of such supply in the manner most advantageous to the national defense, 
it is necessary that the Government undertake a program to encourage the de- 
velopment and mining of domestic deposits of these metal ores and the procure- 
ment of the ores resulting from such program. Accordingly, * * * it is nec- 
essary that the Administration of General Services enter into individual con- 
tracts. * * * It is estimated that the administration of that portion of the 
program which will be undertaken by United States Tin Corp will require 
$1,050,000 to be borrowed from the Treasury of the United States. * * *” An 
amendment of March 26, 1951, to the original certification increased the esti- 
mate of the amount to be borrowed to $1,547,972. 

Pursuant to the DPA certification, a GSA contract (GS-OOP(D)-520) to sup- 
port production was executed with United States Tin Corp. calling, over a 4- 
year period, for an estimated output of 564,480 pounds of tin and 5,600 short 
tons of tungsten concentrate. Values at prevailing prices were: tin $598,348.80; 
tungsten $364,000 ; total $962,348.80. 

United States Tin had been carrying on a seasonal placer-mining operation 
in the Alaskan Seward Peninsula which under the Government support pro- 
gram would be continued. In addition, the company proposed to construct, and 
complete by October 1, 1951, year-round facilities for lode mining. 


Ill. V-LOAN—-MAY 1951 


For the expanded operation, Government financing was imperitive and was 
effected May 15, 1951, by V-loan guaranty agreement No. GSA (12)-38 between 
GSA as “guarantor” and the Seattle Trust & Savings Bank, Seattle, Wash., 
as “financing institution.” In brief, the arrangement provided for a straight 
loan not to exceed $98,000 (for the purchase of fixed assets) to mature Decem- 
ber 31, 1955; and a revolving credit not to exceed $276,400 (to afford working 
capital for the production, processing and sale of concentrates) to mature 
December 31, 1955. In its sole discretion, the bank could withhold and cancel 
unused loan proceeds at the end of the 1951 mining season. GSA guaranty 
was 90 percent. In addition to mortgages on fixed assets. the loan was secured 
by assignment of moneys to become due from contract GS-OOP(D)-520. It 
was the expectation that placer operation in the short 1951 season (June to 
September) would produce some 80 tons of concentrates, and that lode mining 
would start October 1, 1951. Revolving credit disbursements were all to be 
secured by concentrates. 

The production support contract (GS-OOP(D)-520 contemplated construe- 
tion of a mill capable of processing only 25 tons of ore daily, but United States 
Tin officials and the Alaska field staff of the Bureau of Mines recognized that 
such small-scale operation was,uneconomic. Consequently, United States Tin 
decided during the V-loan negotiations to install a 100-ton mill; this was done, 
and it is stated that the purchase of used instead of new machinery kept the 
outlay within cost originally estimated. 


IV. V-LOAN AMENDMENT—OCTOBER 1951 


On October 8, 1951, Mr. Kenneth J. Kadow, executive vice-president of United 
States Tin, called on this office and represented that the financing institution 
was unwilling to make further advances since lode mining could not be com- 
menced on October 1, 1951, and no concentrates would be available for security. 

The situation that existed, the reasons for the position taken by the financing 
institution, and the plans evolved for emergency financing are all set forth in 
detail in our letter of October 19, 1951, to the Board of Governors of the Federal 
Reserve System. At that time, the bank had advanced a total of $155,619.29, 
but considered that concentrates on hand (40 tons from placer operation) 
afforded security for $75,000, leaving a balance of $80,619.29. As explained in 
the letter to the Board of Governors referred to, the bank agreed to advance 
an additional $120,000, vitally necessary to keep the operation going into 
November 1951, making a total net advance of $200,619.29, provided that its 
participation in the loan be reduced retroactively from 10 percent to 5 percent, 
it also agreed to apply for a new V-loan, guaranteed 100 percent, not to exceed 
$148,000, to provide estimated cash that would be required if production did 
not start anew before July 1952. It was recognized at that point that the sum 
of $120,000 to be advanced by the bank, and any further financing, would be in 
the nature of development loans, justifiable because of the nature of the DPA 
program certification, and because success of the project might mean substan- 
tial benefit to the American economy. 
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Through supplement No. 2 to guaranty agreement No. GSA-—(12)-3 the orig- 
inal V-loan agreement was amended to provide for a straight loan not to 
exceed $73,739.30, a straight loan for $120,000, and a revolving credit of $82,000. 
Bank participation was reduced retroactively from 10 percent to 5 percent. It 
was provided that proceeds from sales under contract No. GS-OOP(D)-520 
were first to be applied to interest; next to repayment of the revolving credit, 
$82,000 ; and next to repayment of the $120,000 advance—with 50 percent of any 
remainder to be applied to the straight loan of $73,739.30, which, according to 
bank records, had been invested in fixed assets. 


V. AMENDMENT NO. 1 TO CONTRACT NO. GS—OOP(D)—520 


Kadow returned on November 14, 1951, from Seattle, Wash., for a further 
discussion of the company’s problems. He had just been elected president of 
United States Tin, and in that capacity had assumed the financial management 
of affairs. An audit which he had had prepared at the insistance of this office 
showed that outstanding and past due bills of the company were greatly in excess 
of previous estimates. As a result, it was plain that the company would need 
financing in excess of $148,000. 

After many conferences with interested GSA officials, it was decided that fur- 
ther financing under a V-loan arrangement would not be feasible, and that the 
provision of necessary funds could best be accomplished by direct advances. It 
was clearly understood by all concerned that further financing could not be based 
on reasonable expectation of repayment but was justifiable only by the over- 
riding objectives of the Defense Production Act. The amount of $35,000 was 
urgently required before December 1, 1951, to cover payroll and other pressing 
expenses. An advance of $35,000 was made on November 30, 1951, by means of 
amendment No. 1 to contract No. GSA-OOP(D)-520. The financing institution 
assented in writing to release the funds due or to become due in excess of amounts 
required to meet commitments under the V-loan agreement so as to provide a 
basis for the direct Government advance. 


VI. AMENDMENT NO. 2 TO CONTRACT GS—OOP (D) —-520—DECEMBER 1951 


The $35,000 advance just described was a stopgap measure. It was determined 
from a study of voluminous data furnished by Kadow that additional financing 
in the amount of $325,901 would probably be necessary to cover all expenses and 
costs through July 31, 1952. To provide a base for the two advances, totaling 
$360,901, amendment No. 2 to contract No. GS-OOP(D)-520 was executed on 
December 21, 1951. Again, necessary assent was obtained from the financing 
institution. 

Amendment No. 2 to the contract increased the Government’s commitment 
to purchase tin metal to 404,750 pounds per year, and short ton units of con- 
tained tungsten to 4,046 ton units per year. The new commitment, at prevailing 
prices, was calculated as follows: 


1,619,000 pounds tin at $1.12 $1, 813, 280 
161,844 s. t. u. tungsten at $65 1, 051, 960 


2, 865, 240 

The amendment provided that following the completion of the first 3 
months of lode mining operation, negotiations looking to a reduction or an in- 
crease in the contract price of tin meta] thereafter to be delivered should take 
place. 

Amendment No. 2 also provided that United States Tin would deposit the 
proceeds of all sales of its production in a special account in the Seattle Trust 
& Savings Bank, Seattle, Wash.; that the balance in the account, after repay- 
ment of obligations due the bank under the V-loan agreement, should be ap- 
plied first to the payment to the Government of interest on all unliquidated ad- 
vances; next to the payment of the principal of the advance made pursuant to 
amendment No. 1; and thereafter to the repayment of advances made under 
amendment No. 2. Comprehensive security provisions were included in the 
amendment. 

On December 21, 1951, an advance of $146,808 was made to United States Tin 
to cover estimated disbursements in December 1951 and January 1952. It is 
contemplated that further monthly advances may be requested and made 
through July 1952, totaling not more than $179,093. 
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VIL. OUTLOOK 


If the company is successful in getting water by February or March 1952, 
production will immediately start and the concentrates produced will serve to 
build up security for past and future financing. However, such concentrates 
cannot be shipped until summer, and after reaching Seattle some months will 
go by before they can be processed into metal and finally converted to cash. 

Should water not be available in February or March 1952, it is planned by 
United States Tin to place the operation in a standby position until June or 
July. 

Whether or not production starts in the spring of 1952, it is the intention of 
GSA officials to make an inspection of the property in April or May so that they 
may determine the advisability of further financing which will unquestionably 
be required after July 1952 if the operation is to be kept going. 

R. D. Mason, 
Chief, Commercial Credit Branch, Credit and Finance Division. 
JANUARY 18, 1952. 


APRIL 4, 1951. 


Gist OF TELEPHONE CONVERSATION BETWEEN Mr. FISCHNALLER AND MR. MASON 


The following is the gist of a long telephone conversation held today with 
Mr. H. R. Fischnaller, president. 

United States Tin Corp. was incorporated under Washington State laws on 
November 23, 1948. Authorized capital, 300,000 shares, par $1.00. aid in 
$178,500. 

The corporation operated the Alaskan mine property in 1949, but a reconcilia- 
tion of the profit and loss figures for that year was not obtained from Mr. 
Fischnaller. 

United States Tin Corp. does own 50 percent of the capital stock of the United 
Chemical Engineering Corp., Tacoma, Wash. That business was started as a 
copartnership back in 1948 on an experimental basis. The company was in- 
corporated in February 1951 under Washington State laws. Capital consists 
of 1,000 shares, par value $1.00, and all paid in. Mr. Fischnaller says that the 
United States Tin Corp. has advanced to or invested in the affiliate a total of 
$8,100. His attention was directed to the fact that no investment in the affiliate 
is reflected in balance sheet of the parent, which he could not explain, but he says 
probably was omitted because the exact value of the stock has not been 
determined. 

Assets of Union Chemical Engineering Corp. consist of buildings and equip- 
ment on ground leased from the Pennsylvania Salt Co., and investment is esti- 
mated at about $15,000. The concern has no debts, except to the parent, which 
pays all expenses as they accrue. Mr. Fischnaller says that the affiliate has 
proved its ability to process the ore; that 18 tons of the material on hand has 
already been processed, and that the plant is now processing at the rate of 2 
tonsa day. The processing charge is $100 per ton. 

Questioned as to how much the Tin Corp. will net from the 90 tons of ore 
carried in its balance sheet at $225,800, Mr. Fischnaller says that the figure should 
be about $213,000, but none of this will be available until GSA pays on June 10 
The contract calls for full delivery by May 31. 

From the $213,000 expected to be available by June 10, the bank will be paid 
$88,000, and other creditors about $37,000, leaving a balance of $88,000. To 
be conserative, this last figure has been cut to $60,000 and is the amount that 
will be used to augment the proposed working capital loan. 

Mr. Fischnaller says that none of the money to be borrowed will be used to 
improve the Tacoma plant. 

The pro forma profit and loss statement for the Tin Corp. for the year ended 
December 31, 1951, reflects net profit $49,000, but from this should be deducted 
$11,000, which will be paid to the Tacoma concern for processing. 

The mine property carried in the balance sheet at $250,000 (cost) has been 
purchased outright, but the title is in escrow. Payments on the property are 
set at $25,000 in 1951, $25,000 in 1952, $93,000 in 1953, and $93,000 in 1954, a total 
of $236,000. However, in lieu of such payments, Mr. Fischnaller says that the 
Tin Corp. may at its option pay yearly 10 percent of gross receipts. Fur- 
ther, that in case no payments are made, the Tin Corp. has a ten-year lease on 
the property. 
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His understanding of the proposed loan is that the plant expansion part is 
payable over four years, at not less than 25 cents a pound for metal produced, 
or 50 percent of net income before taxes. The working capital loan is to be 
paid off, probably in full, within one year out of the sale of the tin and tungsten. 

Mr. Fischnaller says that very likely not more than $150,000 of the working 
capital loan will ever be used. 

According to a study made by the Department of Interior the expected return 
from 1951 mining operations should total $541,960, consisting of lode tin $240,960, 
lode tungsten, $70,000, and placer tin and tungsten $225,000. Mr. Fischnaller 
explains that it is expected that all of this metal will be shipped to the main- 
land before the end of the calendar year 1951 and probably processed by the 
end of the year. If this expectation materializes it would seem that the com- 
pany could easily pay off the working capital loan in full. 

The expense schedule in the Department of Interior study shows capital ex- 
penditures for March 1951 $59,739, for June $773, for July $35,595, a total of 
$96,107. Operating expenses totaling $2 20 are scheduled as follows: 

March 1951 

April 1951 

May 1951 

June 1951 

July 1951 

August 1951 

September 1951 

October 1951 

Next 7 months (November 1951 through May 1952) average—$14,72 


The Vice CHarRMAN. Our next witness is Mr. J.S. N ae Assistant 
Director, Credit and Finance Division, General Services Administra 
tion. 

Do you solemnly swear the testimony you are about to give to be 
the truth, the whole truth, and nothing but the truth, so help you God ? 

Mr. Nicotu. I do. 


TESTIMONY OF J. S. NICOLL, FINANCIAL ANALYST, CREDIT AND 
FINANCE DIVISION, GENERAL SERVICES ADMINISTRATION 


The Vice Cuamman. Will you state your full name, your address, 
and your title? 

Mr. Nicotz. My name is John S. Nicoll. I reside at 1248 Martha 
Custis Drive, Alexandria. My title is financial analyst and, to the 
best of my knowledge and belief, it has always been that since I have 
been with GSA. There may be in civil service records variations on 
that, but that is the intent of it. 

The Vice Cuarrman. When did you go with GSA? 

Mr. Nicotz. On its formation in July—July 1, 1949. 

The Vice Cuarrman. So you are still there. You were there dur- 
ing pe inception of this operation / 

Mr. Nicotn. Yes, sir. 

The Vice Cuarrman. And you are still there? 

Mr. Nicouu. Yes, sir. 

Mr. Warren. What was your first contact with United States Tin 
Corp. project ? 

Mr. Nicoty. Mr. Warren, at that time, as Mr. Mason has described 
it, when he was working on the analyses of the programs being han- 
dled by GSA, I became aware of the existence of this contract, and 
subsequent 

Mr. Warren. What date was that ? 
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Mr. Nicotn. It was in August 1951, and I then left on my vacation, 
and when I returned the statement that you have already shown Mr. 
Gumbel, dated September 27, 1951, had been prepared. 

Mr. Warren. What were your duties in connection with this par- 
ticular contract ? 

Mr. Nicotn. At that time? 

Mr. Warren. Yes, 

Mr. Nicotn. At that time I was merely studying it, along with Mr. 
Mason, to determine what was considered to be the probable net cost of 
weed ng pee authorized by the DPA. 

Mr. Warren. Were you assigned this particular contract to handle? 

Mr. Nicotu. No, sir. Mr. Mason and I were assigned all of them, 
and we worked on them indiscriminately and jointly. He would write 
part of it and ask me to look it over and vice versa. I have no idea 
which one of us started the United States Tin. 

Mr. Warren. When did you first meet an official of the United 
States Tin Corp. 

Mr. Nicoiu. October 8, 1951. 

Mr. Warren. Who was that ? 

Mr. Nicotz. Mr. Kadow. 

Mr. Warren. How did you meet him? 

Mr. Nicoru. He came in the office that Mr. Mason and I shared. 

Mr. Warren. He used your office and Mr. Mason’s office during the 
time that you shared the same office, and that was the same office that 
Mr. Mason referred to that Mr. Kadow was using ? 

Mr. Nicotn. Yes, he was in there. 

Mr. Warren. What did Mr. Kadow do when he was in Washington 
other than secure loans insofar as the United States Tin Corp.’s busi- 
ness was concerned ? 

Mr. Nicotz. I have no knowledge of what other business Mr. 
Kadow might have transacted. 

Mr. Warren. Was he interested in the housing development in 
Alaska, also? 

Mr. Nicoxu. I so heard, and Mr. Kadow even has shown me some of 
the house designs on occasion. 

Mr. Warren. When was the second time that you saw Mr. Kadow? 
Did you see him frequently ? 

Mr. Nico. I saw him continually from October 8 during the entire 
period when he was in town talking to Mr. Mason in 1951. 

Mr. Warren. How frequently did Mr. Kadow come to Washington 
in 1951? 

Mr. Nicotx. Starting with October, he made two trips to Washing- 
ton; one in October and the second one in November. 

Mr. Warren. How frequently did he come in 1952? 

Mr. Nicoxu. I don’t recall. He was in Washington in June 1952. 
Whether he was in Washington between the first of the year and June, 
I do not recall. 

The Vice Cuarrman. Why June 1952, sir? 

Mr. Nicoru. Because his financing was expiring on July 31. 

The Vice Cuatrman. Money was running out? 

Mr. Nicott. Yes, sir. 

The Vice CuatrMan. He came to borrow the money. 

Mr. Warren. I believe your name does not appear on the accounts 
until 1952. What is the reason for that? 
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Mr. Nicoui. Mr. Mason left. 

Mr. Warren. Did you work under Mr. Mason’s supervision ? 

Mr, Nicotu. Yes, I did. 

Mr. Warren. And he signed the accounts up to that point? 

Mr. Nicotz. He was handling it. It was not my case. He was 
handling it, and after he left Mr. Jordan asked me to carry on where 
he had left off. 

Representative Brown. If I understand, this witness and Mr. Mason 
were both working under Mr. Jordan? 

Mr. Warren. Yes. 

Representative Brown. And who was the man who asked Mr. 
Kadow to resign ? 

Mr. Warren. Mr. Russell was the man who went to Seattle. I 
don’t recall whether Mr. Jordan sent him to Seattle or not. 

The Vice CuHarrman. It was somebody in the GSA, wasn't it? He 
went with a memorandum that was presented here this morning? 

Mr. Warren. Yes, signed by Mr. Walsh. 

The Vice Cuatrman. Those were his instructions for the trip. 

Mr. Russet. May I go off the record ? 

Mr. Warren. Your instructions were given by Mr. Walsh, is that 
correct ? 

Mr. Exuitorr. I think I can clarify the whole thing. 

The Vice Cuatrman. Go ahead. 

Mr. Exxrorr. The actual memorandum to Mr. Russell, as I recall, 
was signed by Mr. Medley, who was Comptroller. The signature was 
made by Mr. Mansure, who is the Administrator, on the recommenda- 
tion of Mr. Medley, our Commissioner, Mr. Walsh of EPS and myself. 

Representative Brown. That is all GSA? 

Mr. Extiorr. Yes, sir. 

Mr. Warren. Did you ever meet Mr. H. R. Fischnaller? 

Mr. Nicotu. Yes, sir, I met Mr. H. R. Fischnaller, I would say, 
about a month and a half ago. He was in Washington. He stopped 
around and talked to Mr. Jordan. Mr. Jordan asked me if I would 
care to meet Mr. Fischnaller. I said I would like to very much. I had 
known of him. 

Mr. Warren. Was he seeking another loan? 

Mr. Nicott. No, sir. He didn’t disclose to me why he was in Wash- 
ington. He certainly wasn’t coming to me to talk about another loan. 

The Vice CuarrMan. He was just getting ready to. 

Mr. Nicotu. I can’t answer for Mr. Fischnaller’s intentions. 

The Vice Coarrman. It is dated a couple of months later. 

Mr. Warren. Did anyone else other than H. R. Fischnaller and 
Mr. Kenneth J. Kadow contact you with regard to any United States 
Tin Corp. matter ? 

Mr. Nicott. How do you mean that? Any official of the company ? 

Mr. Warren. Anyone outside of the General Services Administra- 
tion ? 

Mr. Nrcoru. In the course of my work on the loan I talked to vari- 
ous people in the Department of the Interior and, on one occasion, 
as I recall it, Mr. Hoff called me, Mr. Irving Hoff, and asked what 
the current situation was. 

Mr. Warren. At what time was that? 

Mr. Nicotz. Frankly, I don’t recall, sir. 
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Mr. Warren. Were most of your negotiations in connection with 
the United States Tin Corp. with Mr. Kenneth J. Kadow ? 

Mr. Nicoin. All except for a couple of telephone calls from the 
company to my office, and on one occasion Mr. Kadow brought in 
Paul Sorensen, then the general superintendent, to meet me. 

Mr. Warren. Did you find Mr. Kadow willing to follow the nor- 
mal Government procedures in setting up financial controls and 
reports ? 

Mr. Nicoti. Mr. Kadow, at the time we were drafting the various 
contract amendments, agreed to supply us with the information we 
requested, willingly. I believe he felt it was proper to have it as we 
wanted it. I would say he was quite willing—— 

Mr. Warren. You don’t mean the General Services Administra- 
tion got all the information they requested from Mr. Kadow? 

Mr. Nicoru. I don’t think I mean that; no, sir. I mean he agreed 
to supply us with the information which we requested to the best of 
his company’s ability. 

Mr. Warren. Did he supply it? 

Mr. Nicotx. I believe the company made an honest effort to sup- 
ply it to the best of their ability, with the difficulties of the operation. 

The Vice Cuamman. To the best of their ability, if any, because 
you kept hounding them all the time because you were not getting 
what you wanted in the order that you thought it should be given to 
you. 

Mr. Warren. Do you think the failure to supply the information is 
due to their inability ; is that the answer to the question ? 

Mr. Nicot. Generally, their inability to supply—yes, they were 
unable to keep competent personnel on the accounting work at the 
mine, and the difficulty of mail from the mine often caused delays 
which would get information such as it was to our hands not within 
times which were specified. 

The Vick Cuatrman. Where would that be transmitted? Down 
to Seattle and then to you in Washington ? 

Mr. Nicorz. Yes, sir. My understanding of the mine operation, 
and I am sure Mr. Smith can bear me out on this later, certain ac- 
counting had to be done at the mine, such as payroll and the like. 
Then the head accounting office, where the financial statements were 
prepared, was in Seattle, and the information was forwarded to 
Seattle and put in with the rest of the accounting records and then 
the consolidated information forwarded to us. 

Mr. Warren. Did Mr. Kadow call you frequently ? 

Mr. Nicotx. Quite frequently, yes, sir, Mr. Warren. 

Mr. Warren. Did he also call you at your home? 

Mr. Nicoiu. Yes, sir. 

Mr. Warren. Did he write you personal letters ? 

Mr. Nicotu. From time to time. 

Mr. Warren. Did these personal letters pertain to the United States 
Tin Corp. business? 

Mr. Nicoti. Some of them. 

Mr. Warren. Were they included in the files of the General Serv- 
ices Administration ? 

Mr. Nicotu. No, sir. 
Mr. Warren. Why didn’t you do that? 
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Mr. Nicoxz. Most of them were informal and just telling informa- 
tion, you might say. Such things as relating difficulties concerning 
personnel, which frankly I didn’t feel were nec essary to become part 
of the record. 

Mr. Warren. Did he have information that he would tell you that 
he didn’t want the General Services Administration to know ¢ 

Mr. Nicott. No, sir. I kept telling Mr. Kadow that I preferred to 
have the information made formal, and please put it in proper form 
and send it to the contracting officer. 

Mr. Warren. Weren't those matters in which the General Services 
Administration would have been interested, records and whatever he 
wrote you about. personally / 

Mr. Nicouu. Most of the cases, most of the letters he wrote me, 
my recollection says, were eventually replaced by a formal communi- 
cation. 

Mr. Warren. Why would he write you? Did he expect you to do 
something for him that he couldn’t effect formally ? 

Mr. Nicou. I haven't the slightest idea except he wrote me these 
letters. 

Mr. Warren. Why did he phone you at your home rather than at 
the office ¢ 

Mr. Nicouu. I assume the different time between Washington and 
Juneau from time to time made it more expedient for him to phone me 
after my office hours. I believe there are 5 hours difference in time. 

Representative Brown. He knew that, didn’t he ¢ 

Mr. Nicouu. Yes, sir. 

The Vice CHarrMan. Did you answer these personal letters ? 

Mr. Nicoty. Usually I acknowledged them and said, “Please put it 
formal.” 

Mr. Warren. What were the nature of these telephone calls? 

Mr. Nicouti. There is one in the record, on which I made a record. 
He called up one night to report that he had had word from the 
mine. I believe you have a copy of it, Mr. Pierce. He called up to 
report that the exploration for water had been unsuccessful. 

Mr. Warren. He was willing to tell you that but he was not willing 
to tell General Services ¢ 

Mr. Nicoit. No, sir; I am not saying that. He said that he wanted 
my advice on the next step to take. I told him at that time that I could 
not give him advice, that he would have to talk to the appropriate 
technical people for advice, and come in officially for action, that I 
couldn’t possibly tell him because I had no authority to give him in- 
structions, that I could only give him my impressions. 

Mr. Warren. How many telephone calls did you receive from Mr. 
Kadow at your home? 

Mr. Nicoll. I would say not over half a dozen. I don’t know. The 
telephone records may say that. 

Mr. Warren. How many letters did you receive from him at your 
home? 

Mr. Nico. About the same number, I would say. I don’t recall. 

Mr. Warren. You did not make a record of either the telephone 
conversations or include the letters in the files of the General Services 
Administration ? 
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Mr. Nicotx. No, sir. One of the telephone calls was recorded. On 
the others I just kept hopping on the fact that he couldn’t get any- 
where talking to me because I had no authority. 

Representative Brown. Why do you have just one copy? How did 
you get that copy? There seem to be several letters that went to him 
as answers. 

Mr. Nrcoru. One telephone call, sir. 

The Vice Cuatrman. He did’nt have a tape recording on that, I 
take it? 

Mr. Nicoty. No, sir. 

Mr. Warren. Do you have copies of those letters that you received ? 

Mr. Nicotu. No sir; I do not. 

Mr. Warren. Why did you destroy them ? 

Mr. Nicotn. Because I guess I am fundamentally an orderly per- 
a and I had them in my desk and threw them away to get rid of 
them. 

Mr. Warren. Did Mr. Kadow tell you to destroy them as he some- 
times did in writing letters? 

Mr. Nicotx. I don’t recall that he ever told me to destroy them. 

Representative Brown. Don’t you keep a file of letters in regard 
to business transactions ? 

Mr. Nicorz. My feeling on the letters I received—officially, yes, 
sir, I do. 

Representative Brown. You stated that you received several of 
them officially out at your home. 

Mr. Nicotu. No, they were unofficial letters. 


Representative Brown. Telephone calls. Wasn’t it your duty to 
make some report about telephone calls ¢ 
Mr. Nicot. I made one written ween about a telephone call. 


Mr. Warren. Isthis the report to which you refer ? 

Mr. Nrcotu. I believe there is a second one, August 1. I believe 
there was a third one. 

Mr. Warren. Did you make those two! 

Mr. Nicotu. These two; yes, sir. 

Representative Brown. Mr. Warren, this witness and another wit- 
ness stated that they acted hastily on account of the delay in mail. 
Don’t they have airmail from Seattle to Washington ¢ 

Mr. Warren. Most of the travel to the mine is by plane; yes, sir. 

Representative Brown. I can’t see why there should be such a delay 
in the mail. Most business letters are sent by airmail, anyway. That 
doesn’t sound like much of an excuse to me. 

Mr. Nicotx. I didn’t get the question. 

Representative Brown. You and Mr. Mason have both said you 
acted hastily because of the slowness of the mail. Why should there 
be a slowness of mail ¢ 

Mr. Nicoti. There were very often long interruptions of mail serv- 
ice at the mine. 

a Brown. They deliver the mail by airplane down to 
Seattle? 

Mr. Nicoiz. Yes, sir, but the flying weather, I am told, is so bad 
you can’t get mail out from time to time. I haven’t been to the mine. 

understand from those who have-—— 

Representative Brown. That just doesn’t register with me. 
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Mr. Nicoxx. I believe on one occasion the service was interrupted 
21 days. 

Representative Brown. That’s a long while. 

Mr. Warren. Did you initiate any telephone calls yourself to Mr. 
Kadow ? 

Mr. Nicoxu. No, sir. 

Mr. Warren. Never at any time? 

Mr. Nico. Not on my own responsibility ; no, sir. 

Mr. Warren. Did you go out with Mr. Kadow socially ? 

Mr. Nicoru. Yes, sir. 

Mr. Warren. How many times? 

Mr. Nicott. First, going back, I have no idea how many separate 
occasions we had lunch together. As Mr. Mason explained, and you 
will recall on one occasion Mr. Mason said we had invited Mr. Kadow 
out to dinner at my country club, thereafter. After Mr. Mason left 
GSA, I again saw Mr. Kadow socially, and visted him in his hotel 
room and had dinner with him from time to time. Generally, the pur- 
pose of my visits was to obtain additional information about the 
corporation. 

Mr. Warren. And you discussed business on these occasions, did 
you? 

Mr. Nicorn. Yes, sir, and usually I was with other officials of 
Government, sometimes representatives of the Department of the 
Interior. 

Mr. Warren. Who were these officials who went with you? 

Mr. Nicotz. On one occasion, Mr. Rennick. I think he is Interior. 
I am not sure whether that is the Bureau of Mines or not. Mr. Brus- 
solo. Mr. Mann, and I don’t recall, others who were interested in the 
tin company. 

Mr. Warren. Other officials of the tin company ? 

Mr. Nicoix. Other interested in the operation. 

Mr. Warren. Who were they? 

Mr. Nicoiz. I said, Mr. Brussolo, Mr. Mann, Mr. Rennick, are the 
three I call to mind. 

Mr. Warren. Do you recall any others? 

Mr. Nicoii. On at least two occasions I met Mr. and Mrs. Arthur 
Way, who were friends of Mr. Kadow, from the wartime when I be- 
lieve they both served in Brazil. They had nothing but a purely social 
relationship with Mr. Kadow. 

Mr. Warren. Did you have anything to do with approving the ex- 
penditures of Mr. Kadow from November 1, 1951, through December 
23, 1951? 

Mr. Nicotxu. No, sir. 

Mr. Warren. That did not come to your attention ? 

Mr. Nicoui. It came to my attention. I discussed it with Mr. Jor- 
dan, and thereupon we wrote the letter which was introduced in evi- 
dence this morning. (See p. 214.) 

Mr. Warren. Was any of this money to your knowledge expended 
on Government personnel during this period of time é 

Mr. Nicorz. Might I see the item? There was a reference in here 
to Mr, Lorain. 

Mr. Warren. Was he with you? 

Mr. Nicoxu. I did not meet Mr. Lorain at this time. 
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Mr. Warren. When did you meet Mr. Lorain? 

Mr. Nicotz. My recollection is that Mr. Lorain was in Washington 
about the first of April 1952. 

(The following was later supplied for the record :) 

A check of the files shows that this visit was in early May 1952. 

Mr. Warren. What was his purpose in being here? 

Mr. Nicotzi. I don’t know. He came in, I understand, on official 
business for the Department of the Interior. 

Mr. Warren. Was that the time he saw Mr. Howard I. Young about 
this loan ¢ 

Mr. Nico. Yes, sir. 

Mr. Warren. Do you know anything about that / 

Mr. Nico. Yes, sir. 

Mr. Warren. Will youstate what you know about it / 

Mr. Nicoti. Mr. Lorain called—as I recollect, he telephoned me, 
and I suggested to him that he should go and make a report of his 
knowledge of the company to Captain Maull of the Emergency Pro- 
curement Service, that I believed Captain Maull would be interested 
in what was going on up there. My recollection is that while I was 
with Captain Maull, he, Captain Maull, telephoned Mr. Young for an 
appointment for Mr. Lorain to see Mr. Young. I merely accompanied 
Mr. Lorain over to Captain Maull’s office. 

Mr. Warren. What was said there? 

Mr. Nreoutn. Mr. Lorain was asked about what he felt was the tu- 
ture of the tin company. He described the operation, the problems 
they were encountering, and what he felt was the possible future of 
the company. 

Mr. Warren. What recommendation was made as a result of that 
meeting ? 

Mr. Nicoitu. The meeting with Captain Maull? 

Mr. Warren. Yes. 

Mr. Nicouz. So far as I know, no recommendation was made as a 
result of that meeting. 

Mr. Warren. How did Mr. Lorain see Mr. Young? Did he see Mr. 
Young later after he had seen Captain Maull ? 

Mr. Nicotu. Yes, sir. 

Mr. Warren. Did you accompany him to Mr. Young’s office / 

Mr. Nicotz. No, sir. 

Mr. Warren. Did he tell you what was said ? 

Mr. Niconu. No, sir. 

Mr. Warren. You don’t know what transpired at that meeting ? 

Mr. Nicoux. No, sir. I must assume from the record, it is not of 
my own knowledge, that Mr. Lorain was persuasive because from that 
time on Mr. Young supported the project. 

Mr. Warren. You said when you went to these hotels with Mr. 
Kadow that you went for information. Did you bring information 
back ? 

Mr. Nicotw. I added considerably to my store of information; yes, 
sir. That was, I felt, my duty to try to get all of the information | 
could about the mine, and very often it was the case of leaving the 
office a quarter of 7 after spending an hour and a half in the office dis- 
cussing it. 





DEFENSE PRODUCTION ACT 313 


Mr. Warren. Did you write a memorandum for the file, covering 
your conversation and where it transpired ? 

Mr. Nicott. No, I did not. 

The Vice Carman. The answer to that was “No,” Mr. Warren? 

Mr. Warren. Yes, sir. Was Mr. Kadow a guest in your home at 
times ? : 

Mr. Nicor. My recollection is that Mr. Kadow has not been in my 
home, no, sir. He may have been, but only for a very few minutes. 


Mr. Warren. I believe he called you “Nick” and you called him 
“Ken,” is that right? 


Mr. Nicoty. Yes, sir. 

Mr. Warren. Did you ever receive any gratuity or anything from 
Mr. Kadow? 

Mr. Nicoty. Only to the extent that Mr. Mason has already de- 
core when this Christmastime in 1952 Mr. Kadow sent to my home 

ift which was inteided for Mrs. Mason and Mrs. Nicoll. 

Mr. Warren. Are you familiar with a meeting that was held i 
Seattle where Mr. Kenneth J. Kadow and other corporation offici: ils 
of the United States Tin Corp., together with personnel of the Alaska 
Bureau of Mines, took it upon themselves to disregard the contract 
by deciding to install a 100-ton mill instead of a 25-ton mill ? 

Mr. Nicoiz. I heard of that since the inception of the investigation. 
Mr. Warren. Did Mr. Lorain discuss that with you when you saw 
him ? 

Mr. Nicoutu. No, he did not. 

Mr. Warren. Did Mr. Kadow discuss it with you at any time? 

Mr. Nicoiy. It was certainly discussed prior to making the first 
two.amendments to the contract, because at that time the quantities 
of tin and tungsten to be produced were to be increased. 

Mr. Warren. When did you first know that this 100-ton mill had 
been installed or was being installed ? 

Mr. Nicotu. I would say sometime between October 8 and—vwell, 
I would say sometime early in October 1951. 

Mr. Warren. What action did you take? 

Mr. Nicott. None. It wasn’t my case, sir. 

Mr. Warren. Is that a good way to handle business? It was your 
case insofar as going to the hotel with Mr. Kadow, wasn’t it? 

Mr. Nicotu. It was Mr. Mason’s primary responsibility during that 
time. 

Mr. Warren. Did you say anything to Mr. Mason about it? 

Mr. Nicotu. No, sir. Mr. Mason was taking charge of it, and any 
comments I had were strictly—I told him what I thought, and he 
acted however he saw fit on that. 

Mr. Warren. These social obligations where you went out and got 
information in connection with the United States Tin Corp., did that 
follow later or was that at this time ? 

Mr, Nico... Later. 

Mr. Warren. Do you believe Mr. Kadow and other company offi- 
cials would have risked the cancellation of their $374,000 guaranteed 
loan without definite assurance from some source that the interested 
Government agencies would not seriously object ? 

Mr. Nicorz. I think that is a matter of opinion. I don’t feel I 
could answer that. 
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Mr. Warren. Do you know of anyone who ever indicated to them 
that they could go ahead and install the 100-ton mill and there would 
be no objection ¢ 

Mr. Nicoti. Not to my knowledge—wait a minute, let me change 
that—I do not know of anyone who told them that to my personal 
knowledge. 

Mr. Warren. What do you know ? 

Mr. Nicort, About what point, sir? About that point ? 

Mr. Warren. Yes. 

Mr. Nicotu. That when Mr. Kadow came in in October the 100- 
ton mill was an accomplished fact. 

Mr. Warren. Did Mr. Kadow tell you why he installed the 100- 
ton mill ? 

Mr. Nicotu. My recollection is that he told Mr. Mason in my pres- 
ence that they had found they could obtain equipment for a 100-ton 
mill at the same cost as a 25-ton mill, and that in the opinion of the 
company, it was more desirable to build a larger mill at that time. 

Mr. Warren. Were you aware in that phase of the report of the 
Non-Ferrous Metals Committee ¢ 

Mr. Nicotu. Personally, no, sir. 

Mr. Warren. Were you aware of the provisions of the contract ? 

Mr. Nicouu. Yes, sir. 

Mr. Warren. Did you know that the contract provided for a 25- 
ton mill or a 1-ton-an-hour mill ? 

Mr. Nicoiu. The contract provides for a mill which would be ca- 
pable of producing 25 tons of ore a day. 

Representative Brown. When you and Mr. Mason first learned 
something about the 100-ton mill, did you report that to your superior ? 

Mr. Nicouu. I assume we must have. I don’t recall doing it myself. 

Mr. Warren. You don’t mean to state that the contract did not 
provide for a 1-ton-an-hour mill, do you? 

Mr. Nicott. Might I refresh my memory by looking at the con- 
tract? The contract said they agreed to develop and expand the min- 
ing property by the installation of a concentrating mill having the 
capacity to process 1 ton of ore per hour. 

Mr. Warren. And other facilities in connection with that? 

Mr. Nicotu. Yes, sir. 

Mr. Warren. Didn’t you recognize that additional housing and 
many other additional expenses would be required for a 100-ton mill? 

Mr. Nico. I believe I am not fully qualified to speak on that. I 
think that is an engineering matter. 

Mr. Warren. Did you take this matter up with any engineer when 
you heard about it? 

Mr. Nicoru. I did not personally. I believe Mr. Mason probably 
discussed it with Mr. Mann. 

Mr. Warren. In connection with reports that you wrote, Mr. Nicoll, 
can you supply for the record any statement that you made that was 
ae to any part of the United States Tin Corp.’s operation at any 
time 

Mr. Nicotu. I should have to reread the reports, I think. 

Mr. Warren. Can you recall any adverse statement that you ever 
made? 
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Mr. Nico. I believe that on one occasion I wrote letters to the 
company telling them that their operations were not satisfactory— 
not operations, that their reporting was inadequate, and we wanted to 
improve on it. 

Mr. Warren. In connection with their applications for loans, did 
you ever at any time make any statement that was adverse? 

Mr. Nicout. I would have to—— 

Mr. Warren. Will you read those statements over and supply for 
the record tomorrow morning any adverse statements that ycu ever 
made? 

The Vice CuatrmMan. Counsel, we can’t finish tonight. I think we 
had better call it a day right here. If you will peruse those decu- 
ments, we will proceed tomorrow morning. It has been a long day. 
I know you are ali tired. 

Mr. Warren. We will meet in room 155. 

The Vice Cuarrman. Where is that? 

Mr. Warren. It is near the Senate post office. It is in the Senate 
Office Building. 

The Vick Cuairman. We will recess then until tomorrow morning 
at 10 o’clock. 

(Whereupon, at 4:50 p. m., the committee recessed until 10 a. m 
Tuesday, July 13, 1954.) 
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(Progress Report No. 28—United States Tin Corp. Loan) 


TUESDAY, JULY 13, 1954 


Untrtep States Concress, 
Jornt COMMITTEE ON DEFENSE PRODUCTION, 
Washington, D.C. 

The joint committee met, pursuant to recess, at 10: 15 a, m., in room 
155, Senate Office Building, Representative Ralph A. Gamble (vice 
chairman) presiding. 

Present: Representatives Gamble and Brown of Georgia. 

Also present: Harold J. Warren, counsel; Allen E. Pierce, staff 
director; and Carmine Bellino, accounting consultant. 

Representative Brown. We will call the first witness. Who is the 
first witness ? 

Mr. Warren. We will finish with Mr. Nicoll. 

Mr. Nicoll, will you state what you know of the agreement prior to 
March 31, 1952, to shut down the mine if water was not found striking 
the ore body at the 200-foot level ? 


TESTIMONY OF J. S. NICOLL, FINANCIAL ANALYST, CREDIT AND 
FINANCE DIVISION, GENERAL SERVICES ADMINISTRATION— 
Resumed 


Mr. Nicoutu. That was a verbal agreement between Mr. Mason and 
Mr. Kadow in the plan of operations. It was not included in the con- 
tract. I understood if water was not found the mine would be cut back 
to a standby basis until this spring came around. 

Mr. Warren. If water was not found until what time? 

Mr. Nicotu. To my recollection, the first of April. 

Mr. Warren. Was water found by that time? 

Mr. Nicotz. No, sir, it was not. 

Mr. Warren. When was water actually found ? 

Mr. Nicotz. No source of water was ever discovered in the mine, as 
far as I know. 

Mr. Warren. What changed the situation to continue the operation 
of the mill when water was not found ? 

Mr. Nicotz. The operation of the mill could only be performed with 
water. The mine was kept open—if I may refer to my file here—I have 
a memorandum which I placed in the file on March 31, 1952, which was 
apparently a Monday. I reported to Mr. Jordan that on Saturday, 
March 29, Mr. Kadow had telephoned me at my residence, as I 
wouldn’t be expected to be in my office that day. He stated that the 
drift had been holed through into the old shaft and the old shaft had 
completely collapsed, thus preventing United States Tin from obtain- 
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ing water at that level. He then went on and discussed the possibility 
of further mine development, further searching for water, I should 
say, and asked my opinion as to what was the thing to do. 

I told him that I could not give him any advice on that, that it was 
a matter for consideration by the technical people. And I again called 
- his attention his agreement to shut down the mine if water was not 

ound. 

Mr. Warren. How much money had been advanced at this time, in- 
cluding the V-loan? 

Mr. Nicotx. The V-loan was outstanding in the amount of approxi- 
mately $275,000, and there had been the advance—let’s see—may I 
refer to some other records, sir? 

Mr. Warren. Sure. Had part of the amendment No. 1 funds been 
supplied ? 
saxty Nicott. All of amendment No. 1 funds had been supplied, 

5,000. 

Mr. Warren. Had part of amendment No. 2 been supplied ? 

Mr. Nicotn. Yes. 

Mr. Warren. How much, approximately, of those funds? 

Mr. Nicotz. I would guess approximately $200,000. That is only 
a guess. 

Mr. Warren. Approximately $200,000? 

Mr. Nrcouu. Yes. 

Mr. Warren. Since the determination had been made to close the 
mine at that point if water was not discovered, why wasn’t it closed 
when you didn’t discover water? What changed the situation? 

Nr. Nicort. At that time Mr. Kadow told me that he was going up 
to Juneau to discuss it further with Mr. Lorain, and he proceeded to 
Juneau. Thereafter, he came in with a request for additional financ- 
ing—on April 14, 1952, Mr. Kadow telephoned and spoke to me 

The Vice Cnarrman. At your home or in your office this time? 

Mr. Nicotu. This is in the office, I am pretty sure. 

The Vice Cuarmman. Good. 

Mr. Nicouu. I believe this is in the office. At which time—he stated 
in March there were 48 men on the payroll and 14 had been released. 
He also stated that Mr. Sorenson, the mine superintendent, was re- 
luctant to cut down on the miners. As I noted in my memorandum 
at that time, the telephone connection to Juneau was pretty poor. 

The Vice CHatrman. He called all the way from Juneau to tell 
vou that he had let 14 men off ¢ 

Mr. Nico.u. Yes, sir. 

Mr. Warren. Didn’t you know at the time this determination had 
been made if the mine was closed down these people would have to 
find something else to do ? 

Mr. Nicotn. Yes, sir. 

Mr. Warren. That wasn’t any new situation, was it? 

Mr. Nicotx. No, sir. 

Mr. Warren. Why wasn’t the mine closed down ? 

Mr. Nicott. Mr. Kadow wrote on April 14 in response to telephone 
calls and explained, a two-page letter, what his situation was. 

Mr. Warren. What is the date of the letter ? 

Mr. Nicotz. April 14, 1952. 

The Vice CHarmman. The situation was that they needed more 
money, is that right ? 
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Mr. Nicoiu. The situation was that he wanted to keep the crew 
on the job because of the very short—within 6 weeks there would be 
the start of thaw when they could operate. 

Mr. Warren. Why did you agree to this and continue to agree to 
advance more and more money when it was determined earlier if 
water was not found this mine should be closed down ? 

Mr. Nicott. Mr. Kadow submitted a request for funds for oper- 
ations, 

The Vice Cuamman. Mr. Counsel, may I ask a question? Is the 
Government in a position where it could foreclose tomorrow and get 
full title? 

Mr. Warren. They could foreclose. There is some question on the 
title. We have material approximately 2 inches thick with respect 
to the title to this mine. 

The Vice Cuatrman. Loaning them another $403,000 won’t help 
the title any, will it? 

Mr, Nico. No, sir. 

The Vice CuarrMan. It won’t clear up the title. It seems to me 
the quickest way to get rid of all this is to go ahead and foreclose 
and take this thing over and see what can be done. It will cost money, 
but it will cost money if you let this foolishness go on. 

Who, in the last analysis, in this organization, would decide whether 
they would loan another $403,000 ? 

Mr. Warren. Who would decide that, Mr. Nicoll ? 

Mr. Nicotz. I would assume it would be the Administrator in this 
case. 

The Vice Cuatrman. Who is that ? 

Mr. Nicotz. Mr. Mansure. 

The Vice Cuarrman. That is what I thought. Let’s have him up 
here in the next couple of days and discuss the matter with him. 

Mr. Warren. The letter of April 26, 1952, which Mr. Kenneth J. 
Kadow wrote to Capt. H. C. Maull, I suggest be made a part of the 
record, Mr. Chairman. 

The Vice Cuairman. It will be inserted. (See p. 331.) 

Mr. Warren. I quote from paragraph 2: 

I explained to Mr. Jordan that a cutback had been discussed with him and 
Mr. Bob Mason; but before the contract was signed, Mr. Mason and I had agreed 
that no such limitation should be placed on the operation. Mr. Mason wisely 
suggested that circumstances at the end of March may be of such a nature as 
to dictate some other course of action. Accordingly, no such limitation was 
placed in the contract. 

On page 2 of the same letter it is stated: 

I notified Mr. J. S. Nicoll, of General Services Administration, of our plan 
and told him I was leaving for the mine at once. I promised to outline our pro- 
gram in writing along with an up-to-the-minute report as soon as I got back 
from the mine. 

Mr. Chairman, I suggest that the letter referred to be placed in the 
record, I also suggest the letter dated April 14, 1952, a memorandum 
for the files, of Mr. J. S. Nicoll, be included in the record. A letter 
dated March 31, 1952, signed by J. S. Nicoll to P. W. Jordan, Direc- 
tor, Credit and Finance Division. A letter dated March 24, 1952, ad- 
dressed to Mr. Howard T. Young, Deputy Administrator, Defense 
Materials Procurement Agency, signed by Mr. P. W. Jordan. A 
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letter dated June 28, 1952, signed by Mr. Kenneth J. Kadow addressed 
to the Honorable Jess Larson. 

The Vice Cuarrman. They will go in. (See p. 335.) You are 
building a terrific record here, Mr. C ounsel. 

Mr. Warren. Mr. Nicoll, were you able to find any adverse recom- 
mendations that you have ever made with respect to the United States 
Tin Corp. ? 

Mr. Nicotx. I believe yesterday, Mr. Warren, you were discussing 
the advances with respect to the two contract amendments. 

Mr. Warren. Any money advanced, any adverse recommendations 
that were made as to the advances made. 

Mr. Nico. In the course of the examination of the request$ for 
funds for the year ending July 31, 1953, I prepared a memorandum 
for file dated July 14, 1952. At that time I recognized and stated that 
the operations of the tin corporation are still beyond the realm of good 
credit risk because it has not yet established a record of production 
over a period of months. 

Mr. Warren. What date was that ? 

Mr. Nicotn. July 14, 1952. 

Mr. Warren. That was when you first came with the General Serv- 
ices Administration ? 

Mr. Nicoxtu. No, sir. That was at the time when I was studying 
the request for funds to operate the tin corporation for the year end- 
ing July 31, 1953. 

Mr. Warren. And the amount of that loan ? 

Mr. Nicoiz. $940,000. 

Mr. Warren. Allright. Go ahead. 

Mr. Nicotu. In March 1953, when the corporation had submitted a 
request for funds to cover the period ending July 31, 1954, I again 
studied it, and in that report I reiterated the position that we were 
not in a good shape. I said that today we are faced with assured loss 
of all moneys advanced to date in those guaranteed under the V-loan 
with little hope of recovery. But, I did say, on the other hand, that 
the mine had certain potential. I would like to state, Mr. Counsel, 
that both of these memoranda were prepared after long discussion 
with the technical people. 

Mr. Warren. Did you quote the technical people more or did you 
quote Mr. Kadow more ? 

Mr. Nicoiz. The technical people, sir. 

The Vice Cuarrman. But still you went ahead and made the loan; 
didn’t you ? 

Mr. Nicotz. I did not reeommend—— 

The Vice Cuarrman. You didn’t, but you still went ahead and 
made the loan ? 

Mr. Nicortn. The General Services Administration went ahead and 
made the loan. 

The Vice Cuarrman. How many man-hours have been wasted, I 
wonder, on this hopeless effort ? 

Mr. Nicotu. I haven’t the slightest notion. 

The Vice CHatrman. It wouldn’t be three million because it 
wouldn’t be worth that, but it is an awful lot. It just seems to me such 
a hopeless thing. 

Mr. Warren. You refer to the $940,000 loan. 
Mr. Nicotu. Yes. 
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Mr. Warren. I would like to quote from the memorandum of the 
file dated July 14, 1952, signed J. S. Nicoll, page 2, paragraph 3: 

It is my opinion that this year’s operation can be considered a success if at 
the end of the year net value of concentrates produced represent a value greater 
than the $940,000 to be advanced for the year’s operation, plus interest on the 
existing advances and on the prospective advances. 

Of course, it would be a success if they made money; wouldn’t it ? 

Mr. Nicoiu. Yes, sir. 

Mr. Warren. What is the necessity of putting in a useless statement 
like that ¢ 

Mr. Nicotx. The original V-loan application contemplated liquida- 
tion in full of the V-loan at the end of 1 year’s operation. The fore- 
cast of operations was such that we could not be assured whether we 
were going to get any results or not. The point of that statement was 
that if the company could get itself into operating condition and oper- 
ate successfully for 12 months and produce that amount of concen- 
trates, I felt it would be a break-even point and would be satisfactory. 

Mr. Warren. That is the very point I am making. You always 
stated if they did something. Your memoranda for the file stated 
that if they did so and so, and if such and such transpired, then they 
would make a profit and the Government would be in a good position. 
But why didn’t you base it on the present facts ¢ 

Mr. Nicoxtz. In a mining operation there are a great many haz- 
ards 

Mr. Warren. Aren’t there facts in a mining operation, too? 

Mr. Nicotu. There are facts. 

Mr. Warren. Aren’t there facts as to whether there is ore or there 
isn’t ore there? Aren’t there facts whether there is water or there 
isn’t water there? Aren’t there facts whether there is adequate hous- 
ing or isn’t adequate housing ? 

Mr. Nicotu. Yes, sir. 

Mr. Warren. Aren’t there facts as to what expenditures were going 
to have to be made to carry out what you recommended ? 

Mr. Nicoiu. Yes, sir. 

Mr. Warren. Why didn’t you base it on those facts? 

Mr. Nicouu. I believe that my report was based on the facts, Mr. 
Warren, 

Mr. Warren. It is noted that you addressed this July 14, 1952, re- 
port to the files but sent copies to officials in Federal Reserve, DMPA, 
EPS, and GSA. Is it a normal procedure to address a letter to the 
file that is sufficiently important for copies to be sent to several top 
agency officials ? 

Mr. Nicotu. I believe so. 

Mr. Warren. Is it also true that this analysis tends to minimize 
the costly delays experienced to date and the basic problems that might 
continue to grow costly in the coming year ? 

Mr. Nico. I believe that most of the people to whom copies were 
directed and most of the people who were working on the case were 
well aware of the delays. 

Mr. Warren. They were well aware of it, but you were writing the 
report on it; weren’t you ? 

Mr. Nicorz. I was writing the report analyzing the amount of 
money which was required 
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Mr. Warren. Wasn’t that a part of the analysis? Why shouldn't 
that have been included in the analysis? Why should you assume 
they knew about it? 

Mr. Nicoru. All of the other people had the benefit of the engineer- 
ing reports which discussed those difficulties. 

Ar. Warren. Wasn’t the real purpose of this analysis to obtain 
favorable consideration for this $940,000 loan ? 

Mr. Nicotu. I would not say so. 

Mr. Warren. Who asked you to make the analysis ? 

Mr. Nicoti. Mr. Jordan. 

Mr. Warren. But the loan was made; wasn’t it ? 

Mr. Nicotu. Yes, sir. 

Mr. Warren, Do you think this report is adverse to the loan ? 

Mr. Nicotn. No, sir. 

Representative Brown. That is the loan of May 1953? 

Mr. Nicotz. No, sir, 1952. 

Mr. Warren. I would like to quote from paragraph 1, page 2, of 
the same letter : 

After the mill starting operation in June with an admittedly inadequate sys- 
tem of separating the valuable mineral, a recovery of somewhat better than 60 
percent was obtained. 

Had the mill actually started operating in June? 

Mr. Nicotu. Yes, sir. 

Mr. Warren. To what extent? 

Mr. Nicotx. It was, I understand, a limited extent. 

Mr. Warren. Very limited; wasn’t it ? 

Mr. Nicotu. Yes, sir. 

Mr. Warren. Ran about 2 days? 

Mr. Nicoiu. I would have to verify that. 

Mr. Warren. You know that is a misleading statement, don’t you, 
“after the mill started operation in June?” Doesn’t that imply it 
continued to operate? That is when the equipment was tested and 
found unsuitable; wasn’t it ? 

Mr. Nicotn. I would have to ask the engineers to come in on 
that. I believe it was found that at that time the flow sheet was not 
correct. 

Mr. Warren. Who said it had been operating? Did Mr. Kadow 
tell you or did somebody else tell you that ? 

Mr. Nicott. We received reports from the mine. 

Mr. Warren. Wasn’t new equipment added after this? Wasn’t the 
equipment actually unsuitable for the purpose ¢ 

Mr. Nicotu. I am not an engineer, sir. 

Representative Brown. Has there ever been any tin sold or deliv- 
ered up to this date from this mine? 

Mr. Nicotz. Yes, sir. Wait a minute. Delivered 

Representative Brown. Sold and delivered from this mine up to 
this date? 

Mr. Nicotn. May I ask Mr. Smith to tell me that? Can you answer 
that question ? 

Mr. Smrirn. No, it was from placer operation. 

Mr. Nicotz, The answer is “yes.” Some tin—— 

Representative Brown. How much? You ought to know that. 
Mr. Nico.u. Frankly, Mr. Smith has the auditor’s records. 
Representative Brown. He can testify after a while. 
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Mr. Warren. Had you been contacted at this time with respect to 
a salary for Mr. Kadow ? 

Mr. Nicoiu. July 1952? 

Mr. Warren. Yes. 

Mr. Nicoit. He may have discussed it with me while he was in 
Washington. 

Mr. Warren. Didn’t he write you a letter about it ? 

Mr. Nicouu. I believe there is a letter in the file. 

Mr. Warren. You put it in the budget, didn’t you? 

Mr. Nicott. We included it in the budget t, and also specifically said 
it required evidence of 1 month’s production before he could draw it. 

Mr. Warren. How long did Mr. Kadow draw his salary before there 
was 1 month of actual production ? 

Mr. Nicotzi. The contract, Mr. Counsel, provides, if my recollection 
is correct, that the salary could be paid after 1 full month’s produc- 
tion, or with the approval of General Services Administration. 

Mr. Warren. Isn’t it true that Mr. Kadow had a salary for more 
than 1 year before there was 1 month of actual production, when the 
contract provided otherwise, to begin with ? 

Mr. Nicotu. The contract 

Mr. Warren. That is, lode mining? 

Mr. Nicouu. Yes, sir. The contract provided—may I see the con- 
tract for the exact language? Amendment No. 2 

Mr. Warren. The contract provides for a salary when there has 
been 1 full month of production, doesn’t it ? 

Mr. Nicoti. There was a further proviso in the contract that that 
salary may be paid with the prior approval of General Services 
Administration. 

Mr. Warren. And you helped him get that approval, didn’t you? 

Mr. Nicoti. He submitted the approval] to our office, and it was for- 
warded to Mr. Walsh, Commissioner of Emergency Procurement Serv- 
ice for decision. 

Mr. Warren. But Mr. Kadow did contact you about it before that 
time ? 

Mr. Nico. It had been discussed in the summer, and we had writ- 
ten many letters saying that—— 

Mr. Warren. And Mr. Kadow had written a letter to you about it, 
hadn’t he ? 

Mr. Nicouu. I believe so. 

Mr. Warren. Had he called you at your home about it ? 

Mr. Nicouu. I don’t believe so. 

Mr. Warren. The same letters states: 

This much, however, can be said. There is certainly much more favorable 
outlook now than in December 1951, when the second advance was authorized. 
At that time the corporation’s future was very uncertain. Today it appears prob- 
able that production will be sufficient to liquidate the outstanding V-loan and 
to reduce the combined advances which will have been made by this Adminis- 
tration. 


Did you write that? 
Mr. Nicouu. Yes, sir. 
Mr. Warren. That is favorable, isn’t it ? 
Mr. Nicouu. Yes, it is, based on the information given me by the 
engineers. 
r. Warren. What engineer gave you that information? 
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Mr. Nicoti. Mr. Mann and I believe—first of all, I will say Mr. 
Mann. 

Mr. Warren. Had Mr. Mann been to the mine? 

Mr. Nicoitu. No, sir. 

Mr. Warren. Didn’t Mr. Mann write an adverse report on this 
operation? Didn’t he state that it should be discontinued ? 

Mr. Nicoiu. I think that is the substance of what Mr. Mann said. 

Mr. Warren. Do you have a copy of the 

Representative Brown. He testifies that he rec ommended on what 
Mr. Mann says and Mr. Mann recommended otherwise. 

Mr. Nicorz. Mr. Mann made that report. I think Mr. Mann’s re- 
port was written in December 1951, is that not correct ? 

Mr. Warren. That is correct. 

Mr. Nicor1. This is July 1952. 

Mr. Warren. Did Mr. Mann change his mind or what ? 

Mr. Nrcouu. Yes, sir, I would say so. 

Mr. Warren. In verbal conversation with you ? 

Mr. Nicoxx. I believe it is in writing. 

Mr. Warren. Is there a copy of that report 

Mr. Nicotu. I don’t seem to have it in my file. 

Mr. Warren. Why is it in writing if you don’t have it? How do 
you know it is in w riting ? Would you supply it for the record ? 

Mr. Nico. I believe it can be supplied for the record. 

Representative Brown. You say it is in writing ? 

Mr. Nicouu. Yes, sir, I believeso. Isay I believeso. At that time 
we were—— 

Representative Brown. It will save time if you will supply it for 
the record. (See p. 273.) 

Mr. Warren. Did you write a report on the $1,300,000 loan ? 

Mr. Nicorn. Yes, sir. 

Mr. Warren. Was this report favorable or unfavorable? 

Mr. Nicotu. I would say it was generally favorable; tried to be 
factual. 

Mr. Warren. Did you write the letter signed by Mr. P. W. Jordan 
dated March 10, 1953, addressed to the Director of Purchase Division, 
Emergency Procurement Service ? 

Mr. Nicotzt. March 10,1953? MayIseeyourcopy? No,sir. That 
was prepared by Mr. Jordan. 

Mr. Warren. Would you agree that this report plays up the fav- 
orable aspect of the future with very little reference being made as to 
the continual delays, excessive shutdowns and unsolved water problem 
that had proven so c ostly for another year ? 

Mr. Nicout. This report I prepared recited the difficulties, sir. 

Mr. Warren. Did you close this March 10, 1953, analysis by stating: 

While the Government will be little worse off in July 1954 as compared to 
July 1953. 

Mr. Nicoxtt. That was the result of my analysis at that time. 

Mr. Warren. How much worse off were they in July 1954 than in 
July 1953% The whole $1,300,000, were you not? 

Mr. Nico. To the extent that has been advanced, yes, sir, and to 
the extent that it is not offset by concentrates on hand. 

Mr. Warren. What would it run? Approximately $1 million 
worse off ? 

Mr. Nicott. No, sir. 
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Mr. Warren. $800,000 ? 

Mr. Nicott. I would say $800,000. I would have to check the value 
of the concentrates on hand. 

Mr. Warren. Your analysis was very poor in that instance? 

Mr. Nicotz. I would say no, sir. There were certain, again, difficul- 
ties which had not been anticipated that caused the setbacks in timing. 

Mr. Warren. What is your background for making these deter- 
minations, Mr. Nicoll, that you have made, this analysis that you drew 
up? Did you know anything about mining, or on what basis did you 
make the analysis for the General Services Administration ¢ 

Mr. Nicotu. I have had no mining, no experience with mining engi- 
neering, sir. However, I have been engaged in financial investigation 
for roughly the past 20 years, after graduating from Harvard Busi- 
ness School. 

Mr. Warren. I would like to quote from the March 10, 1953 report: 


This contract was originally made in March 1951. The Government guaran- 
teed a loan under regulation V of the Federal Reserve Board. This loan, the 
amount of which was finally stabilized at $275,619.29, was supposed to be ade- 
quate to place the mine in full-scale operation. For several reasons, primarily 
inaedquate engineering and financial planning, coupled with our inability through 
lack of knowledge to criticize the program, this guaranteed loan was wholly in- 
adequate. The bank which granted the V-loan was unwilling to increase the 
amount of the loan. In order to continue the development of the mine and with 
the anticipation that it would be placed in operation, the Government com- 
menced making advances for the payment of the cost incurred in placing the 
mine in operation. The advances made under amendments Nos. 1 and 2 cov- 
ered activities to July 31, 1952. Those under amendment 3, expendi.ures to 
July 31, 1953. In the summer of 1952 a plan of operation was laid out under 
which the tin company was to revise the mill layout and obtain an all-year- 
round supply of water. The program did not and could not anticipate certain 
difficulties of shipment. 


To continue from a later quotation: 


The principal problem facing the company today is the development of a sure 
winter water supply. The mill needs a gross input of about 250 gallons per 
minute. There were three solutions to the water problem. The first weuld be 
the simplest and less expensive, that of finding a steady source of water in the 
mine. While the DMPA enginers feel such a water source may well be devel- 
oped eventually, there is no way to forecast when and if this will occur. The 
second possible solution is to install a water recirculating system usirz as a 
primary source of water the water available at the mine. The third source of 
winter water is a spring which flows all winter. This lies about 9,000 feet from 
the mill and about 150 feet below it in elevation. The corporation also requests 
that the amount advanced include the sum of $64,500 as an additional payment 
on the company’s purchase contract. 


How much was included 

Representative Brown. When was that statement made and by 
whom? r 

Mr. Warren. Wasn’t that in your analysis, Mr. Nicoll ? 

Mr. Nicotz. Yes; dated March 3, 1953. 

Mr. Warren. How much was included in this contract for the pur- 
chase of the property ? 

Mr. Nicort. $145,000. 

Mr. Warren. And this was when you first got around to checking 
the title of the property, wasn’t it? 

Mr. Nrcotu. No, sir. 
Mr. Warren. Doesn’t your letter so state here? 
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Mr. Nicotx. I don’t believe it does. It states the original min‘ng 
claims were filed by the Lost River Tin Mining Co., which com- 
pany has been dissolved. 

Mr. Warren. In a letter dated April 17, 1953, signed by P. W. Jor- 
dan, and dictated by you, I believe, Mr. Nicoll, is that correct ? 

Mr. Nicoizi. April 17, did you say ¢ 

Mr. Warren. Yes, sir. 

Mr. Niconn, 1952 or 1953? 

Mr. Warren. 1953, addressed to the Director of Internal Audit 
Division. 

Representative Brown. Before you read that, I would like to know 
if the title to this property is not clear, why would they keep on letting 
them have money before that was settled ? 

Mr. Warren. I fail to understand, Mr. Brown, as to why the title 
wasn’t checked from the beginning. Of course, that is the first order 
of business in my part of the country, to check the title before any 
transaction is made. 

Representative Brown. Is there any dispute about the title now? 

Mr. Warren. There are letters in the file, one letter that I recall, 
signed by an attorney in which the title is questioned. But I under- 
stand Mr. Graff, regional counsel of GSA in Seattle, has determined 
that the title has eventually been perfected. I think there has been 
some court proceeding in connection with the title in some way. 

Representative Brown. All right. 

Mr. Warren. In the letter dated April 17, 1953, previously referred 
to, it is stated : 

It is requested that you make such examination of the books and records of 
the United States Tin Corp. as may be necessary to determine that the company 
is complying with the terms of the contract and the use of the funds advanced. 

I believe that is a different quotation. 

We believe it probable that funds obtained from other sources are being com- 
mingled with funds of GSA, This is not in accordance with the contract, 

Did you believe that funds were being commingled ? 

Mr. Nicouu. Yes, sir. 

Mr. Warren. Did you take any action on it 

Mr. Nico. We asked our auditors to verify it, and we discussed 
it, I believe, with Mr. Kadow at that time and pointed out that it ap- 
peared from his reports that the moneys being advanced by the De- 
fense Minerals Exploration Administration were being commingled. 

Mr. Warren. What action was taken on this commingling of funds ? 
Weren’t they using GSA funds to carry on the DMEA project, which 
was entirely separate and for which they were to pay their own funds? 

Mr. Nicotz. The DMEA project required a contribution on the part 
of the corporation of 10 percent of the cost. 

Mr. Warren. And the corporation was using your GSA funds to 
pay part of that 10 percent, is that correct ? 

Mr. Nicotu. No, sir; not to pay the 10 percent. It apprsree from 
the reports we received that they might be carrying some of the DMEA 
operations with GSA funds. 

Mr. Warren. Do you know whether the company ever put in the 
full 10 percent on that DMEA project ? 

Mr. Hons. According to the information we received, they did. 
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Mr. Warren. But they did use some GSA funds, did they not, be- 
fore they put it in, if they did? You can’t state that they did not use 
GSA funds for that purpose, can you ? 

Mr. Nicotu. I cannot state that they did not use GSA funds to 
carry part of the cost of operation. I believe Mr. Smith would be 
better qualified to testify on that. 

Mr. Warren. I would like to refer to a letter dated May 22, 195: 
signed by Mr. P. W. Jordan, addressed to the Assistant General C oun- 
sel, Personal Property Division, Office of General Counsel. In the 
third paragraph it states: 

Contract provides that upon liquidation of the V-loan the corporation will give 
to the Government a mortgage covering all this property. Amendment No. 4 to 
the contract permits the corporation to obtain an advance not to exceed $145,000 
for the purpose of completing all payments on the mine purchase contract. 
The initial advance being made on amendment No. 4 includes an amount suffi- 
cient to complete the payments on the mine purchase contract. The Govern- 
ment’s claim against the company for moneys advanced would be of little value 
if the title to the rights and the land should prove defective. In the event of 
nonpayment we would want clear title to the land. We therefore feel that the 
Government should take the same precautions to insure that the title to the 
rights in the land are valid as though the purchase was being made by the 
Government itself. 

That refers back to the question I previously asked, didn’t you 
first check the title to this property on or about May 22, 19532 

Mr. Nicotu. No, sir. The first question of the title came up in, I 
believe it was, March 1952, when we requested the Federal Reserve 
bank, through the Federal Reserve Bank of San Francisco, for copies 
of the land purchase contract and the lease. 

Mr. Warren. Did you receive statements from them to the effect 
that the title had been checked by them ¢ 

Mr. Nicoutu. No, sir. 

Representative Brown. What date was that letter? 

Mr. Warren. The letter to which I referred is dated May 22, 195: 

Representative Brown. Up to that time the title was in dispute, 
according to that? 

Mr. Warren. Yes. 

The Vice Cuarrman. Among other things. 

Mr. Warren. Mr. Graff, who is regional counsel of the General 
Services Administration in Seattle, came to the committee office, and 
it is my understanding from talking with him that the Government 
at least had not checked the title until he was asked to do so on about 
this time, sometime after May 22, 1953. 

Mr. Nicotu. I would say the Government had not made a research 
into the exact status of the title. 

Mr. Warren. Is there no such requirement in your organization 
to make a check of the title, or did you just leave it to the bank ¢ 

Mr. Nicoxn. In this case, we left it to the bank, sir, the bank hav- 
ing made the original loan. 

Mr. Warren. Is the bank going to be responsible for the cost in 
connection with this failure to check the title ? 

Mr. Nicoiz. I do not see how I can answer that question. I don’t 
know 

Mr, Warren. You can’t turn over your responsibility to the bank 
if the bank is not going to be ultimately responsible, can you? Isn’t 
that the line of demarcation as to whether the bank will be respon- 
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sible in the end or you will be responsible in the end, as to whether 
you should perform or whether the bank should perform it ? 

Mr. Nicoty. I am afraid I don’t quite get your question, Mr. War- 
ren. The bank had originally made a loan. The bank was familiar 
with the circumstances surrounding the title which had been placed 
in escrow with the bank, and presumably their attorneys were satis- 
fied with the escrow. They had obtained, I believe, the advice of 
counsel on the point. I can’t testify to that. That is the bank’s 
knowledge. 

Representative Brown. Mr. Witness, I have never heard of such a 
thing before in my life. You should have had an abstract of title 
when you guaranteed the payment of the loan. I never heard of not 
having a copy of the abstract in your office before you advanced any 
money, or guaranteed the payment of any money. Do you mean to 

say that is why taxes are paid ? 

Mr. Nico. I would say this was an exception. 

The Vice CHAIRMAN. Why an exe eption? What you really should 
do is change the name of your organization from General Services 
Administration to General Services, period. Leave out the “Admin- 
istration” because there isn’t any. I think it is just deplorable. Mr. 
Brown is entirely correct. 

Mr. Warren. Don’t you think all of this is rather bad for you in 
view of your close contact with Mr. Kadow and all these telephone 
calls to your home, personal letters to you, favorable recommenda- 
tions by you? Howcan you explain this? 

Mr. Nicoxz. Sir, the job to which I was assigned in this case was 
to make examination of the information presented and pass the in- 
formation on to my superiors. It is very difficult and I find it very 
hard to explain in answer to your question. However, I will say that 
any action I took was closely scrutinized by Mr, Jordan and the other 
people, and all I was doing was following his direction in trying to 
carry forward the contract which was made by the administration. 

Mr. Warren. Did Mr. Jordan know about these personal telephone 
calls and personal letters at the time they were being made? 

Mr. Nicoiz. Yes, sir, I believe so. I know he knew about the tele- 
phone calls. 

Mr. Warren. As a matter of fact, you were desirous of helping 
Mr. Kadow, weren’t you ? 

Mr. Nicou. I was sympathetic with the corporation, yes, sir. 

Mr. Warren. And sympathetic with Mr. Kadow? 

Mr. Nicotu. As an individual, yes, sir. 

Mr. Warren. Mr. Chairman, I suggest that we include in the record 
the letter dated July 14, 1952, or a memorandum for the files, signed 
by J. S. Nicoll. Letter dated April 17, 1953, signed by Mr. P. W. 
Jordan, addressed to the Director, Internal Audit Division. Letter 
dated May 22, 1953, signed by Mr. P. W. Jordan, addressed to the 
Assistant General Counsel, Personal Property Division, Office of 
General Counsel. The report of Mr. J. S. Nicoll, dated March 10, 
1953——— 

Mr. Nico. Is that my report, sir ? 

Mr. Warren. That is a letter — by Mr. P. W. Jordan, dated 
March 10, 1953, addressed to the Director, Purchase Division, EPS, 
and a report signed by Mr. J. 8. Nicoll, dated March 3, 1953, 

The Vick Cuarrman. Attached to the letter? 
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Mr. Warren. Yes, sir. 

The Vice CuHarrman. They may be entered. (See p. 331.) 

Mr. Warren. In connection with the July 14 letter previously re- 
ferred to, did you send a copy of that to Mr. Kenneth J. Kadow? 
There was a copy in his files. 

Mr. Nico. I don’t recall so doing. I may have handed it to him. 
I don’t recall. 

Mr. Warren. Did you sometimes send him copies of matters that 
you wrote for the files ¢ 

Mr. Nico. It certainly was not my custom. 

Mr. Warren. Did you sometimes do it 

Mr. Nicotx. I don’t recall doing it, sir. 

The Vicg CAAA. Do you recall that you didn’t? 

Mr. Nicoxz. I don’t recall that I didn’t either, Mr. Gamble. 

The Vick Cuarrman. Are you in the civil service? 

Mr. Nicotu. Yes, sir. 

Mr. Warren. You don’t know how that would have gotten into Mr. 
Kadow’s files? Do you know of anybody else who would have sent it 
to him if you didn’t ? 

Mr. Nicouz. If I didn’t, I don’t know how it got to him. I presume 
I just handed a copy to him. 

Mr. Warren. In connection with an analysis which you prepare for 
your superiors, why should you send a copy of that to any United 
States Tin Co. official? Isn’t that highly irregular ? 

Mr. Nicotz. The analysis has been the subject of—was the end re- 
sult of a series of conferences with Mr. Kadow. 

Mr. Warren. Did Kadow help you prepare that analysis? 

Mr. Nicotxu. No, sir, he supplied certain of the information that went 
into it. 

Mr. Warren. Did he discuss it with you or write you about the 
analysis which you were going to prepare / 

Mr. Nicoxtu. He certainly discussed it when he was in the office, yes, 
sir. 

Mr. Warren. Did you tell him what you were going to put in the 
analysis ? 

Mr. Nicout. I would certainly say that the substance would have 
been discussed. 

Representative Brown. Did you read your report to him before you 
sent it out ? 

Mr. Nicotz. Did I read it—— 

Representative Brown. To him? He was in your office about a 
month, all the time. 

Mr. Nicotzi. That was a different occasion. That was June and July. 

Representative Brown. Did you ever read the report to him before 
you sent it out ? 

Mr. Nicotu. I might very well have. 

The Vice CHarrman. Mr. Nicoll, is the personnel at General Ser- 
vices today still handling the United States Tin AnD. case the same 
or virtually the same as when the loan was made? 

Mr. Nicotu. Mr. Jordan is still in his job, sir. At the present time 
all matters having to do with the case are being handled by Mr. John- 
ston Russell. Iam no longer handling the case. 

The Vice Cuairman. Then the answer is yes, is it? 
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Mr. Nicotu. The personnel is the same except Mr. Mason, of 
course 

The Vice Cuairman. I understand that. He is out. You took his 
place, and now you are out of this? 

Mr. Nicotu. Yes, sir. 

Mr. Warren. When did you cease to handle this case? 

Mr. Nicoti. Early October 1953. 

The Vick Cuarrman. Was that a change in personnel or a change 
in position or how did you happen to release your interest in the 
case ¢ 

Mr. Nicoiu. It was determined at that time by Mr. Jordan and 
the comptroller, Mr. Medley, that the case should be—as properly 
falling within Mr. Russell’s jurisdiction and should be turned over 
to him for further handling. 

Mr. Warren. That was after some investigation had been made by 
your own organization in connection with this case, is that right ? 

Mr. Nicoty. Yes, sir. 

The Vice CuHarrman. Then you won’t have anything to do with 
this present request for $403,000 more ? 

Mr. Nico. Not a thing. 

The Vice CuarrmMan. That is fine. 

Mr. Warren. Were you given any reason why you were taken off 
this case ? 

Mr. Nicotu. I believe it was because they felt I had been too closely 
associated with Mr. Kadow. 

The Vice Cuairman. Did you feel that way ? 

Mr. Nicotn, I felt that 1 could—under the position of Mr. Jordan 
and Mr. Medley—I did not personally feel, Mr. Gambel, that I had 
done—taken any steps which were prejudicial to the Government’s 
interest in the case. 

The Vice CuarrmMan. I am not making any implications. 

Mr. Nicotz. No,sir. That ismy answer. 

The Vice CHarrmMan. I am just trying to get the facts. We are not 
trying to persecute anybody. Goahead, Mr. Brown. 

Representative Brown. After you and Mr. Mason were relieved 
of your duties, did Mr. Kadow ever come back to the office any more ? 

Mr. Nicoty. Well, might I state that Mr. Mason resigned, sir. Mr. 
Kadow, after I was relieved from my duties, Mr. Kadow came into 
the office to see Mr. Jordan. He talked to me. I explained to him 
I was no longer handling the case, and he however came in and 
talked to me about—told me what was going on. 

Representative Brown. What date was that ? 

Mr. Nicotz. Well, last fall sometime. I don’t recall. Then again 
in the spring of this year. 

The Vice Cuarrman. I think Mr. Mason said he was here this 
spring. 

Mr. Nicoru. Yes, sir. 

Representative Brown. When was Mr. Kadow relieved ? 

Mr. Nicotu. I don’t know the exact date, sir. Mr. Russell can give 
you that. 

" Representative Brown. It wasn’t very long after that, was it? 

Mr. Nicotw. It was this spring, sir. 

Mr. Warren. Mr. Kadow had this to say, “Nick sure is our real 
friend.” Was he referring to you? 
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Mr. Nicotu. I assume so. 

The Vice Cuairman. That is a personal letter written in long hand 
from whom to whom ¢ 

Mr. Warren. It is a personal letter written from the National 
Hotel, Washington, D. C., to his own organization. 

The Vice CuarrmMan. Thank you very much, Mr. Nicoll. You are 
relieved of this job, also. Mr. Clifford Smith, auditor, San Francisco 
Office, General Services Administration, will be our next witness. 

I am sure you are not so sorry about that. 

Mr. Nicotu. No, sir. 

(The material referred to in Mr. Nicoll’s testimony follows:) 


UNITED STaTEs TIN Corp., 
Juneau, Alaska, April 26, 1952. 
Capt. H. C. MAULL, 
Director Emergency Procurement, 
General Services Administration, Washington, D. C. 

DEAR CAPTAIN MAULL: A few days ago Mr. Harry Fischnaller said he visited 
you and other Washington officials about our operation at Lost River. He sug- 
gested that a fairly detailed report plus a statement of our immediate plans 
would be appreciated by all concerned and would help clarify and justify the 
course of action we have followed. However, before doing so I called Mr. P. W. 
Jordan, Director of Credit and Finance Division, to see if anything special in 
such a report would be useful and to obtain clarification of a telegram I had 
received from him. 

I was indeed surprised to learn from him that concern existed in Washington 
over the fact that we had not cut back to $7,000 per month as we had once dis- 
cussed. I explained to Mr. Jordan that a cutback had been discussed with him 
and Mr. Bob Mason; but before the contract was signed, Mr. Mason and I had 
agreed that no such limitation should be placed on the operation. Mr. Mason 
wisely suggested that circumstances at the end of March may be of such a 
nature as to dictate some other course of action. Accordingly, no such limitation 
was placed in the contract. I did, however, agree that I would notify General 
Services Administration at once whether or not we obtained water in March; 
and if not, what plan of action we were to follow. The minute I learned that 
the old shaft was completely gone at the 200-foot level below the No. 3 adit, I 
discussed the situation with the United States Bureau of Mines here in Juneau. 
They concurred with our engineer’s advice that it would be wise to drill for water 
from the drift we had just driven from the bottom of the new shaft over to the 
old shaft. With good luck such a drill hole could be completed, once started, 
in about 1 week; and if water was encountered high enough in the hele, we 
might obtain our needed supply by an air lift. I also discussed with the Bureau 
of Mines all of the problems of cutting back and the fact that surface water has 
been available as early as May 10 and as late as June 3, thus making it difficult 
and uncertain to reassemble our crew when needed. It has taken us a long time 
to organize and collect one of the best labor groups in Alaska. 

About one-third of our men have come from long distances and the other two- 
thirds have their homes in the Arctic. If we laid off our force, we would be obli- 
gated, by Alaskan law as well as morally, to send them back to their homes at 
our expense. This cost plus reassembling them would be very sizeable. Further- 
more, contractors with military jobs in the area were beginning to recruit men; 
and since our crew was obtained only from the best, we stood a good chance 
of losing most of them to much higher paid jobs. It must not be overlooked 
that we cannot afford to lose 1 day’s operation once water is available. Likewise, 
the new haulage drift and considerable development work for mining remains 
to be done. Granted, we have ample stopes ready to start mining but not to run 
very long; consequently, any work done now would not have to be done later and 
would allow us to keep our men. Such being the case our general superintend- 
ent and I decided to allow any men time off that wished it, but to keep all others 
working on necessary mine development work. I notified Mr. J. S. Nicoll, of Gen- 
eral Services Administration, of our plan and told him I was leaving for the 
mine at once. I promised to outline our program in writing along with an up- 
to-the-minute report as soon as I got back from the mine. Mr. Nicoll made it 
clear that he had no authority to concur or otherwise with the plan I had out- 
lined. However, he expressed no marked opposition to it. 
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As soon as I returned from the mine, I wrote the report I had promised Mr. 
Nicoll and sent five copies to our Seattle bank as instructed. One copy was sent 
directly to Credit and Finance Division in Washington. I also requested $18,050 
for the month of April instead of $18,250. Seems that my addition was off $200. 

A copy of this request is also enclosed. I was quite surprised when I received 
Mr. Jordan’s telegram of April 24 which read as follows: 

“Relet April 18, 1952, requesting advance. Submit details of estimated ex- 
penses required by paragraph 3 (B) of contract. Advise total March expendi- 
tures.” 

My surprise resulted from the fact that my method of requesting funds had 
been worked out with the Credit and Finance Division and followed exactly the 
ones for previous draws. Likewise, a report on the exact expenditures made in 
March is not actually due until the middle of May, and an estimate of them had 
already been provided. Our March 31 audit will soon be completed and will give 
a very accurate picture of our operation. I have, however, requested our Seattle 
office to submit a full report of our finances to date. This has been sent. As 
nearly as I can tell at this time, our March expenditures on General Services 
Administration funds will be about $1,000 over our original estimate of $29,190. 

As of the end of April we expect the following situation to prevail: 


Accounts payable (this includes payroll taxes, industrial insurance, 
supplies, transportation, administrative and a $10,000 estimated 





WR MOAI TRGRE ) siciscticidtereicititbinnvde-anteien etna bnbitiicnininaianbnin me $48, 327. 95 
Cash on hand and accounts receivable: 
I NI, a i a i ata 14, 052. 96 
Jontract accounts receivable and due__-.--.~-...--.-_-..-_._ 17, 100. 00 
EE SIRE: THE Finishers cise etcedidete using aggtialnes 18, 050. 00 
I a cect tec lai Ni ca a ata he eet 49, 202. 96 
Estimated balance as of May 1, 1952.............................- 885. 01 


Our April requirements were estimated as follows: 
Expenditures : 


RD I iii onnienenepstiniedliine dion aahitmiaehiteatekinedapaintibedtins $16, 500 
NE SN TN ccenseceseertuniepieineniie epitlbdmenmiieeldaiintslnnianine 6, 700 
Administrative costs (Seattle and Juneau) plus mine superin- 
OI OI aesthetician ian lial inane 2, 550 
RIRDRERSL. 0k: TEC IO DT occ xctitcineeienchidinntd cabin ainpsiieingibine mime 1, 200 
EE: CURIONI TI oc icncrinenimrirens ep lentcettiiieiininianimac iat riemwdaaeiatntin 3, 300 
IRE, Ee) CIO ica ics nists ep tnicnmapilttatitetlagemaindtiihdfionan 30, 250 
Receipts : 
Payroll deductions and commissary receipts___.-._._-_.-____.-__._- 6, 500 
SI: SAID a. rtinvenrdanastitegahaaen einer iiggeteaitaialinenti ial leet teiaanias cpupitniite nasal 5, 500 
Seu wees Pemnene  CAMATT TLD... : sniitaslinnbeglnienpnblieiediemsnnkanstbhibebatis 18, 050 
I | RU BR een tirtenesnnrerndnllemmernnvingdiiiiatiliiniebtnmreds 30, 050 


I hope the above financial data gives a clear picture of our estimated financial 
status. The report from our Seattle office and from our auditor should be in 
your hands soon and provide a much more complete picture. 

We expect to operate in May on the same basis as in April until the day we 
get surface water. Then we'll return to full operation as quickly as we can get 
that portion of our labor force, now on vacation, back to the job. We are hoping 
and praying that we'll be underway no later than May 20; but since we’ve had 
all the bad breaks so far, I suppose it will be as late as June 1. 

I have sent samples of our ore to Mr. A. W. Fahrenwald, dean of the Schoo! 
of Mines, University of Idaho, Moscow, Idaho, for limited tests related to milling 
of our ore. The Bureau of Mines at Juneau is also studying the ore. These 
tests are intended to provide a better understanding of our ore and to make it 
possible for us to lick our milling problems quickly and wisely. 

At the time our last loan was approved, it was decided that a Government 
representative would visit the mine when we started milling. As nearly as I 
can tell at this time, this official should plan to be on the property the week of 
June 8. This will give us a little time to get started and should provide enough 
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time for me to line up next year’s financing before we run out of funds or miss 
our deadline for shipping in our winter supplies. I expect to be in Washington 
the last 10 days of June with full budget information. I sincerely hope we 
have proven our mine and milling process by that time and your representative 
has made at least a preliminary report. 

I hope this long letter, plus enclosures, gives a full picture of our status to 
all concerned; but realizing that a verbal report is always better, I wired you 
that Mr. Lorain, Director of the Bureau of Mines, Juneau, would be in Wash- 
ington, D. C., all of next week (28th). 

This office is in constant contact with the Bureau of Mines in Juneau, both 
Federal and Territorial, for advice, and to discuss reports of progress from the 
mine sent in by their men or our superintendent. I’m sure you could obtain an 
accurate up-to-date picture from Mr. Lorain. 

If for any reason I’m needed in Washington, let me know; and I'll be there at 
once. 

Very truly yours, 
Untrtrep States Trin Corp., 
KENNETH J. Kapow, 
President. 


ApRIL 14, 1952. 
Files. 
J. S. Nicoll. 
United States Tin Corp. 

On April 14, 1952, Mr. Kenneth Kadow telephoned from Juneau, Alaska, con- 
cerning the present situation of the United States Tin Corp. He had just re- 
turned from a trip to the mine. 

Working from the minus 200-foot level, a 2-inch well hole has been sunk 108 
feet in about 4%4 days. A certain amount of broken rock has been encountered 
which has slowed down the drilling due to need for cementing the cracks to 
prevent seepage. 

During March there were 48 men on the payroll at the mine, and Sorensen, 
the mine superintendent, is reluctant to lay off additional staff. To date 14 of the 
48 have left on vacations, but the balance of the men wish to stay on the job. 
The company is responsible for travel expenses back to the homes of these 30 
men and as some of the miners come from the mainland United States the ex- 
pense would be heavy. Sorensen is reluctant to let go of these miners, as there 
would be considerable difficulty in gathering the staff together at the end of the 
winter season in the next 3 or 4 weeks. 

The telephone connection to Juneau was not very good, so I instructed Mr. 
Kadow to give us a written story by airmail, explaining the reasons for not wish- 
ing to cut down the force any further. Mr. Kadow said that with the benefit of 
some contract work for the Bureau of Mines his expenses should not exceed #18,- 
000 this month and that any further saving would be largely offset by travel 
expenses. 


Marcu 31, 1952 
To: P. W. Jordan, director, Credit and Finance Division. 
From: J. 8. Nicoll, United States Tin Corp. 


On Friday, March 28, Mr. Mann of DMPA phoned to ask if I knew the status 
of the United States Tin drift to reach the old shaft. I stated that I assumed 
that they would be holding through sometime about the end of this month. He 
advised me that he intended to call Mr. Lorain in Juneau to find the current 
status. 

Mr. Mann has telephoned Mr. Lorain and advises me that the mill is ready to 
operate, the ore bins are full and all necessary stoping is ready to start mining 
and milling at the instant water is made available. When Mr. Mann talked to 
Mr. Lorain, Lorain did not have up-to-the-minute information as to the progress 
of the drift and indicated that there was still about 8 feet to go. 

On Saturday, March 29, Mr. Kadow of United States Tin telephoned me at 
my residence. Mr. Kadow was calling from Seattle and stated that the drift had 
been holed through into the old shaft. It was found that the old shaft was 
completely collapsed thus preventing United States Tin from obtaining water at 
this level. The ore in the dike had become water-logged and now is a muddy 
texture with seepage of water into the drift. 
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Mr. Kadow was about to leave Seattle for Alaska and planned to discuss his 
problem with Mr. Lorain in Juneau while he was on his way to the mine in Lost 
River. It has been proposed, and I infer by Sorensen, that a hole be drilled from 
the minus 200-foot level straight down to the old drift at the minus 400-foot level. 
The workings at the minus 400-foot level were flooded out by water which rose in 
the old shaft to the minus 200-foot level. The Bureau of Mines has equipment at 
Lost River which could be used for drilling to the minus 400-foot level and Mr. 
Kadow was going to ask Mr. Lorain’s permission to use this in endeavoring to hit 
the old workings. While Mr. Kadow believes that the water would stand at about 
the minus 200-foot level, he is preparing to provide for an airlift pump if there is 
any substantial drawdown when pumping is started. 

Mr. Kadow is fully cognizant of his agreement to shut down the mine if 
water was not found by striking the ore body at the minus 200-foot level. He be- 
lieves he can run the drill for the new hole at the rate of better than 30 feet a day 
so that in less than 2 weeks operations, he should be at the mine’s minus 400-foot 
level. He believes he has some contract work to be performed for Mr. Lorain which 
would keep part of his crew busy. He would like to run this well hole to the 
level of the old workings using the balance of his crew. If he should shut down, 
it wou'd take a few days to put the mine and mill in mothballs and pay off the 
help, then it would take additional time to open up when the thaw starts early in 
May. He would, if possible, like to keep his present mine crew together as he 
now has an experienced group of Eskimo hands and would find it difficult to re- 
place them should they wander off during a vacation. 

Mr. Kadow indicated that he had discussed his problem and the mine condi- 
tion, at least in a preliminary manner, with Mr. Lorain. I suggested that Mr. 
Kadow take no definite action until he had time to sit down and discuss it with 
Mr. Lorain, who would be in a better position to comment on the engineering 
angles than I could possibly be. I did recognize, from a management point of 
view, the desirability of maintaining the working force intact, also if the well 
hole could be sunk quickly, it would establish once and for all the availability of 
a water supply in the mine. It would also give them not less than 4 weeks start 
on the milling operation if water were found in sufficient quantities. Mr. Kadow 
indicated that such a well hole had been planned for this summer in any case as 
an alternative water supply should the outdoor sources prove unsatisfactory. 

Mr. Kadow commented on the exploration project contract and asked why we 
had requested Seattle Bank & Trust Co. to obtain and forward a cepy of the 
land purchase contract. He was advised that this was in connection with our 
feeling that the exploration project should be through this summer and we wish 
a copy of the land purchase contract and the mortgage to the Seattle Bank & 
Trust Co. to complete our files. 

Mr. Kadow is to consult with Mr. Lorain before officially seeking our opinion 
on the proposed well drilling operation. 

J.S. NICOL. 


Marcu 24, 1952. 
In reply refer to: CF. 
To: Mr. Howard I. Young, Deputy Administrator, Defense Materials Procure- 
ment Agency. 
From: Director, Credit and Finance Division, CF. 
Subject: United States Tin Corp. 

At the time the second amendment to the United States Tin Corp. contract was 
executed, it was understood that there were many questions about future opera- 
tions which were unresolved and could not be resolved without an inspection on 
the ground. This second amendment to the contract provides for financing 
through July 1952 by authorizing advances totaling $360,901. Monthly advances 
of approximately $30,000 are being disbursed. In addition to the advances the 
company has received $275,619.29 through a V-loan, guaranteed 95 percent by 
the Government. In June or July of this year a determination must be made 
concerning Government financial assistance after July 1952. 

When the second amendment was in preparation, it was contemplated that an 
actual inspection would be made in April or May to obtain sufficient engineering 
data as a basis for determining future action. The general thought was to ob- 
tain a fresh study of the mine operation by sending a mining engineer to Lost 
River to make an independent appraisal in company with Mr. Lorain, who is 
permanently located in Alaska. 

The DMEA is now considering an exploration project contract with United 
States Tin, the work to cost not over $226,098, and has requested the views of 
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DMPA. The subject is covered by a separate letter now being circulated for 
clearance, 

In view of the time element, it is suggested that the necessary action be ini- 
tiated not later than May 1. We would appreciate advice as to the course to be 
pursued. In the meanwhile, the monthly advances for March, April, May, June, 
and July will be continued provided there is a satisfactory accounting for funds 
advanced. 

Copies of this memorandum are directed to the Commissioner, EPS, and the 
Assistant Administrator for Defense Coordination, as various offices of DMPA 
and GSA have participated in the handling of the United States Tin project and 
its financing. 


P. W. JorDAN. 


JUNE 28, 1952. 
Hon. Jess LARSON, 
Director, General Services Administration, 
Washington, D. C. 

My Deag Mr. Larson: Under date of December 1, 1951, I wrote to you and 
Mr. Irving Gumbel presenting an overall picture of our tin and tungsten mining 
and milling project at Lost River, Alaska, and requested financial! assistance, 
which was granted under amendment No. 2 of our GSA purchase contract. At 
the time this financing was arranged it was recognized by all concerned that 
it was not sufficient to carry our project through to final success. However, we 
were told at that time that if the results we attained by July 1 were satisfac- 
tory we could then request and expect to obtain the additional financing 
required. 

I am writing to you again at this time to present our results and to request 
further financial assistance. 

Upon leaving Washington last December and on the advice of your technical 
staff, we arranged to have our ore studied by competent mill experts. At the 
recommendations of Mr. E. W. Ellis (DMEA) we employed Dr. A. W. Fahren- 
wald, dean of the school of mines, University of Idaho to run laboratory 
studies on our ore and to visit our mill as soon as it started operating to assist 
in the solution of any problem we might encounter. We also shipped ore to the 
United States Bureau of Mines in Juneau for ore-dressing tests. 

On June 5 we started our mill for the first time, using surface water from 
Cassiterite Creek. We are now producing tin and tungsten concentrate. Dean 
Fahrenwald and Mr. Rollin Wells, United States Bureau of Mines, and Mr. Paul 
Sorensen, our general superintendent, have completed their studies and various 
mill tests. The results are gratifying and clearly indicate the financial possi- 
bilities of our operation. 

In brief, the results obtained to date are as follows: 

(1) The laboratory tests of the United States Bureau of Mines at Juneau on 
ore dressing studies indicate 82.1 percent of the tin and 86.6 percent of the WO, 
in the ore tested was recovered by tabling a minus 20 mesh feed. Of the remain 
ing tin 8.7 percent was in the middlings and returned to the circuit while the 
balance was lost in the slimes and tailings. The concentrate produced in these 
tests contained 55 percent tin and 6.15 percent tungsten. The ore used in the 
studies contained 2.4 percent tin and 0.24 WQ,,. 

(2) Dean Fahrenwald’s tests produced somewhat similar results leading to the 
conclusion by him that we would need a classified feed and would undoubtedly get 
our best results from tabling the ore. However, he held up final recommenda- 
tions until he could observe the mill in operatoon. 

(3) Fahrenwald, Wells, and Sorensen ran mill tests and studied the results 
of others that Sorensen had conducted. The conclusions drawn in the dean's 
report are as follows: 

(A) “The table concentrator, for many reasons, is superior to other gravity 
machines for this job. On a classified feed, properly rationed as to tonnage, ex- 
cellent recovery should be expected. 

(B) “Feed preparation, by hydraulic means, is believed to be a must addition 
to the flow sheet if substantially improved recovery is to be expected. 

(C) The mine, crushing, grinding and vibrating screens are adequate to han- 
dle up to 8 tons per hour of ore, instead of 4 per hour as originally intended. This 
results from the softness and other favorable characteristics of the ore. 

(D) “Ore available for milling may be expected to assay 2 percent tin and 
0.5 percent WO,”. 








336 DEFENSE PRODUCTION ACT 


(BE) “It is suggested by Dean Fahrenwald that we may save 50 percent to 60 
percent or more of our losses in the tailings and slimes by a flotation treatment of 
them. Research on this process will be conducted under his direction soon. 

(F) “Dean Fahrenwald was impressed by our general superintendent, Mr. 
Sorensen and our labor force, stating that ‘Sorensen has wide and successful op- 
erating -experience—he is resourceful and capable. The natives are proving to be 
good miners.’ ” 

(4) As a result of the studies and recommendations indicated above we will 
have installed at the mine by July 10, three additional tables. We have one 
now in operation producing % ton of concentrate per day from 27 tons of ore. 
The concentrate produced contains 67 percent tin and 5 to 7 percent WO;. It has 
an unclassified feed and the ore going to it is definitely overground. The recovery, 
in spite of these shortcomings, is abeut 60 percent. We have 9 more tables going 
up on the next boat and a hydroclassifier will be airshipped about July 10. When 
installed, Dean Fahrenwald and Mr. Wells say we will obtain at least 80 percent 
recovery of both tin and tungsten. Their laboratory research bears out this con- 
tention. Until our tables arrive by boat we expect to recover at least 1%4 tons of 
metal daily after July 10 and after the tables arrive we expect no less than 3 
tons of metal per day. The ratio of tin to tungsten saved is expected to be 4 parts 
of tin to 1 part of WO;. To be on the safe side, we have shown our earnings based 
on 2 tons per day of metal recovery, but have included all costs for producing at 
least 3 tons per day. 

(5) For the last several weeks we have run assays on ore samples taken from 
several locations in and out of the mine. The results are most illuminating and 
we present them herewith. 

(A) Systematic sampling of the mill feed was done every 20 minutes by 
standard methods of cutting such samples from several tons of ore from each 
of the 7 stoping chambers in the ore we plan to mine first. These chambers 
are 25 feet above the level of No. 3 Adit. (A chamber is above the face of No. 
3 Adit). The average of the results for each chamber is as follows: 


Sn 1.5 
WO 0.35 
B chamber—Sn 2.3 
WO, 0.40 
(Ore for milling tests taken from these two chambers. ) 
C chamber—Sn 2.7 
WoO, 0.30 
D chamber—Sn 3.9 
WoO, 0.60 
2 chamber—Sn 4.4 
WO, 0.30 
* chamber—Sn 3.4 
WoO, 0.41 
G chamber—Sn 3.8 
WO, 0.54 


(B) Channel samples were taken from the caved-in area near the old shaft 
at 30 foot intervals toward portal for 150 feet: 


A chamber 





— 


px 


Caved-in area—Sn. 4.8 
Sample (1) WO, 0.24 
(Average of 4 samples. 

Dike cut—Sn 4.2 
Sample (2) WO, 0.28 
(Average of 4 samples. 

Dike eunt—Sn 4.5 
Sample (3) WO, 0.69 
(Average of 8 samples. 

Dike ent—Sn 3.4 
Sample (4) WO, 0.38 
(Average of 8 samples.) 

Dike cut—Sn 2.8 
Sample (5) WO, 0.35 

(Average of 8 samples. ) 


— 


— 


~ 


(C) Sample from a raise into ore body above stoping level gave: Sn 8.6; 
WO, 0.41. This sample is not considered conclusive because of the manner in 
which it was taken, but it is nevertheless indicative of the fact that good ore 
exists at this point. 
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(D) For the last several days and for 2 or 3 weeks hence we will be taking 
trench samples from the intersection of the Ida Bell lode and Cassiterite dike. 
Samples taken thus far over a 50-foot width give values between 1.50 and 2.4 Sn 
and 0.1 to 0.7 WO;. The quartz porphyry dike is giving results between 1.37 
and 1.85 percent Sn and around 0.2 percent WO;. The Cassiterite dike above 
our present workings is running from 1.54 to 2.89 percent Sn and 0.21 to 0.4 
percent WO;. A sample on this dike at the top of the mountain gave 0.37 percent 
Sn and only a trace of tungsten. In a general way the above data confirms 
earlier work by Fearing and the Bureau. To date not enough work has been 
done to make the results conclusive. Also snow and frozen ground still handi- 
caps the sampling. When this study is complete, we will submit the detailed 
results to your technical staff. 

We fully expect to have enough concentrate produced in less than 1 year to 
retire all of our present and anticipated debts as soon as we can convert the 
concentrate into cash. 

Within the next few days we will make a $75,000 payment on our V-loan 
from the sale of concentrates produced last year. By January 1, 1953, we 
expect to get the cash from about 90 tons of concentrates produced in July and 
August of this year and to be in a position to very nearly retire the balance of 
$200,000 on our V-loan debt. The concentrates produced at the mine from Sep 
tember 1, 1952, through June 1953 must remain at the mine until early July when 
Shipping becomes available. They should arrive in Seattle in early August and 
be converted into cash no later than November 30, 1953. We estimate that the 
concentrate produced in that period will be not less than 750 tons which at pres- 
ent prices would be worth about $2,300,000. In September 1953, we could ship 
150 tons of concentrate worth $460,000. This cash should be available by Decem- 
ber 31, 1953. From September 1, 1953, until December 31, 1953, we should have 
at the mine 300 tons of concentrate which cannot be shipped economically until 
June 1954. When converted into cash they would be worth $920,000. 

Thus the total value of the concentrates already on hand, plus those to be 
produced through December 1953 have an estimated gross market value of 
$3,951,000. 

At the present time we have a V-loan outstanding in the amount of $275,000. 
We will owe GSA $360,000 as soon as our July draw is completed. I would like 
to arrange financing as rapidly as possible for all of our financial requirements 
through December 31, 1953. Total funds required for this period are estimated 
at $1,207,257. Processing expenses of $645,000 will be paid after processing has 
been completed. 

It is very important that we order and ship our entire requirement of winter 
supplies in July and August in order to have them all in camp before the winter 
freezeup. 

Our estimate of costs given herein include plenty of leeway to meet any emer- 
gency that may arise. I am quite sure our actual costs will be much less. Like- 
wise our estimate of earnings has not reflected the high ore values our analyses 
have shown. Neither have they reflected the 100 percent increase in mine and 
mill capacity which now appears assured. We still expect lots of operating 
headaches and delays and have reflected this feeling into a reduced earnings 
outlook. 

With a full year’s experience in the Arctic behind us, we are now very con- 
fident that we can and will lick all of the problems involved and will be Amer- 
ica's first important tin lode mine, Government support of our efforts to date 
has brovght us safely through the first and hardest phase of our project. Con- 
tinued Government support is needed to bring our mine into full production and 
to assure repayment of the advances already made. I am prepared to supply 
full details of our financial needs to whomever you may indicate. 

Very truly yours, 
KENNETH J. Kapow, President. 


JuLY 14, 1952 

Files. 
J.S. Nicoll. 
United States Tin Corp. 
Contract No. GS-OOP (D)-520. 

The contractor has requested an additional advance under its present contract. 
It was originally proposed by the contractor that, the advance would cover 17 
months’ operation from August 1, 1952 through December 31, 1953. The DMPA 
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has recommended by memorandum from the Deputy Administrator to the Com- 
missioner of the Emergency Procurement Service, dated July 9, 1952, concurred 
in by that Commissioner on July 11, 1952, that the advance cover expenses for 1 
year only so that we would have an opportunity to review actual production ex- 
perience before making a commitment beyond a year. 

Examination of the estimates submitted by the Tin Corp. and comparisan with 
the record of expenditures for the past year indicate that the projected disburse- 
ments are reasonable in light of experience and contain adequate allowance for 
contingencies. 

The estimate of expenses for the ensuing year totals $940,000. This includes 
the following items: 


(a) The purchase, and freight in of 1 year’s operating supplies, plus 

the purchase, freight in, and installation cost of certain fixed 

eet 1042 eb. dee tik Sea ie ee ea id $235, 500 
(b) Purchase of material for and the installation of an outdoor water 

supply system, to be installed only if the source of water in the 

mine is not adequate eoueldi ws Joes “160; 000 
(c) Installment on mine purchase contract. due December 1952_ a ey 50, 000 
(d) Labor, mine superintendent’s salary, office expense, insurance, 

freight on concentrates, miscellaneous supplies, etc. (including 


executive salary of $1,500 a month)-_--_-__- pid aks .._..... 904,500 
ete 3 fF i ee ho i Dek oe cee sae _... 940,000 


The executive salary may not be paid until completion of one full month’s pro- 
duction of concentrates, in accordance with section 3 (k) (iv) of amendment 
No. 2 to the contract. 

There is no way at the present time to estimate production and the yield of 
metal. There are indications, however, that the mine could yield, during the 
ensuing year, ore having a metallic content considerably higher than that de- 
scribed by the Bureau of Mines, namely, 1-percent tin and 0.20-percent tungsten 

After the mill started operation in June, with an admittedly inadequate sys- 
tem of separating the valuable mineral from the gangue, a recovery of somewhat 
better than 60 percent was obtained. The Tin Corp.’s consulting engineer ex- 
pects that with a revised milling operation, in accordance with his specifications, 
recoveries of better than 80 percent can be obtained. The mine superintendent, 
who is conservative in his estimates, believes that he can recover not less than 
75 percent of the metal content. The consulting engineer believes that the ore 
is of such a nature that the mill, although originally designed to handle only 
100 tons a day, can readily handle 150 to 200 tons. The superintendent confirms 
this belief and is making his mining plans accordingly. 

It is my opinion that this year’s operations can be considered a success if, at 
the end of the year, net values of concentrates produced represent a value greater 
than the $940,000 to be advanced for the year’s operation, plus interest on the 
existing advances and on the prospective advance. Interest, on the V-loan is 
payable monthly, and funds necessary to pay it are included in the $940,000 ad- 
vance. Assuming that interest on the first two advances will by July 31, 1952, 
total $21,000, more or less, and on the $940,000 advance it will be roughly $24,000, 
the company should have metal available to cover about $985,000. 

Against that $985,000 there is estimated production during June, July and 
August of about $65,000. Subtracting this from the $985,000, it will be necessary 
for the company to produce more than $920,000 in metal values in the period 
October 1, 1952 to July 31, 1953, in order to show reduction of its debt at the end 
of that time. 

I have computed the net outturn value of the metal, using a number of as- 
sumptions. The price of tin is assumed to be steady at $1.20 per pound, and 
tungsten at $3.25. Metal values have been assumed to cover the following ranges : 


Pr, a | 


Ore type! | Tin Tungsten | Ore type ! Tin Tungsten 
Percent | Percent Percent | Percent 
A. nian 1.00 | 0.20 |} D.... 1.75 | 0. 30 
Teen 1. 25 DE 2. 00 . 35 
Cc. | 1. 50 25 } 


' i ' 


1 My classification for convenience. 
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I have computed the net pounds recovered at 60 percent recovery and at 75 
percent recovery, and then computed the value of the metal content to be pro- 
duced for 10 months at 25 days per month, allowing 6 days a month for break- 
downs. Values have been computed for mill operations at rates of 100, 125, 150 
and 175 tons of crude ore per day. Losses in processing concentrates and re- 
finer’s fees were assumed to be 17 percent of the contained metallic content of the 
coneentrates produced. 

Based on all these assumptions, at 60 percent recovery, reductions in the debt 
could be made with type B ore at 175 tons a day, type C ore at 150 tons a day, 
and types I) and E at 125 tons a day. 

With 75 percent recovery, reductions in the debt would come on milling 175 
tons a day of type A ore, 150 tons a day of type B ore, 125 tons a day of type C, or 
100 tons a day of types D and E. According to my estimates, the entire debt 
could be paid off with 175 tons a day of type D or 150 tons per day of type E. 

Under the V-loan $90,000 was set up for capital improvements. By the time 
the prospective advance has been disbursed, there will be something over $450,000 
actually invested in fixed assets and developmental expenses from the moneys 
borrowed in the last year and a half. One should not normally expect repayment 
of this $450,000 faster than the allowable depletion on the mine plus depreciation 
of the fixed asset values. We, however, are looking for repayment of money 
invested in capital improvements and development work as though the whole 
amount were working capital. 

Representatives of the Tin Corp. believe that during the coming year the ore 
to be mined will greatly surpass in quality the type C shown above. In making 
estimates of income it has been thought reasonable to assume that the mill will 
be out of operation 1 day out of every 6. Quite obviously, should the grade of ore 
be consistently at type E, or should the mill operate more than an average of 25 
days a month, or at nearly 200 tons per day capacity, or should the recovery 
exceed 75 percent, the outlook and financial return would greatly improve. 

It is doubtful that the entire $940,000 authorized will be utilized by the Tin 
Corp. This amount contains $60,000 for a surface water system, to be used only 
in the event that the mine should not provide an adequate source of water for 
operating the mill. Provision has been made in the cost estimates for sinking a 
shaft to the mine’s 400-foot level and there tapping a source of water which 
flooded out the operations of the now defunct Lost River Mining Co. This source 
of water was, according to old records, pumped for days at 400 gallons a minute 
without any drawdown. I am advised that geologists of the Water Resources 
Bvuard have inferred that the water supply in the mine will not shrink below mill 
requirements during the winter months. There is known to have been water at 
that level in April of this year when a drill hole reached the 400-foot level. 
Thus—the potential advance of $940,000 may well not be utilized in full. 

Operations of the Tin Corp. are still beyond the reatm of gvod credits 
because it has not yet established a record of production through operation over 
a period of months. This much, however, can be said: There is certainly a much 
more favorable outlook now than in December 1951 when the secoud advance 
was authorized. At that time, the corporation’s future was very uncercain. 
Today it appears probable that production will be sufficient to liquidate the out- 
standing V-loan and to reduce the combined advances which will have been made 
by this Administration. 

Whether or not the United States Tin Corp. is able during the ensning 12 
months to reduce its obligations for borrowed money, it must be remembered that 
the contract which was originally made with the corporation was based on a 
finding of the Defense Production Administration, embodied in a letter dated 
March 16, 1951. This reads as follows: 

“In order to assure the continued supply of tin and tungsten and the utiliza- 
tion of such supply in the manner most advantageous to the national defense, it 
is necessary that the Government undertake a program to encourage the develop- 
ment and mining of domestic deposits of these metal ores and the procurement 
of the ores resulting from such program.” 

It has at all times been recognized that one purpose of the development of the 
corporation’s properties was to establish the feasibility of producing tin in 
Alaska under the most adverse conditions and that any cost which the Govern- 
ment might incur, either through loss on loans or advances, or through subsidy 
payments, would represent only the cost of ascertaining what might or might 
not be done with the known deposit of tin in Alaska. 
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APRIL 17, 1953. 


In reply refer to: CF. 


Director, Internal Audit Division—ClI, 
Office of the Comptroller. 


Director, Credit and Finance Division—CF, 
Office of the Comptroller. 


United States Tin Corp., 
Contract No. GS-OOP-(D) -520 


As you know, this Administration has been financing the operations of the 
United States Tin Corp. for the past 2 years. It is expected that the Adminis- 
tration will shortly enter into an additional contract amendment,.which will 
provide finaneing through July 31, 1954. This Division has received monthly 
reports since the initiation of the program of advances, and copies of the semi- 
annual audits prepared by independent certified public accountants. These are 
available in our office for your review. 

It is requested that you make such examination of the books and records of 
the United States Tin Corp. as may be necessary to determine that the com- 
pany is complying with the terms of the contract in the use of the funds ad- 
vanced. We believe it probable that funds obtained from other sources are being 
commingled with funds of the General Services Administration. This is not in 
accordance with the contract. 

The company’s principal office is at 201 Jones Building, Seattle 1, Wash., with 
a branch office in the 20th Century Building, Juneau, Alaska, with additional 
records maintained at the mine office in Lost River, Alaska. 

P. W. JorDAN. 


May 22, 1953. 
In reply refer to: CF. 
Assistant General Counsel, Personal Property Division—LPP, Office of General 

Counsel. 

Dire: tor, Credit and Finance Division—CFPF, Office of the Comptroller. 
United States Tin Corp., Contract No. GS-OOP-(D)-520, and Guarantee 

Agreement No. GSA (12)-3. 

Under the loan agreement which is the subject of the guaranty referred to 
above, the United States Tin Corp. has given a chattel mortgage to the Seattle 
Trust & Savings Bank. This mortgage covers all property owned by the corpo- 
ration at May 15, 1951, and all after acquired property and specifically covers a 
certain land purchase contract. The pertinent clause reads as follows: 

“All of mortgagor's right, title and interest as lessee in and to its lease dated 
November 16, 1948, and its option to purchase also dated November 16, 1948, 
from C. D. Murane, A. B. Zimmer and Mae Toomey as surviving directors of 
Lost River Tin Mining Co., a dissolved corporation, as trustees for the stock- 
holders of said company, covering said ‘Lost River tin properties’ detailed descrip- 
tions of which are contained in those certain patents filed on February 5, 1923, 
and recorded in volume 99, page 64, Miscellaneous Records of Port Clarence 
Mining Precinct, and by this reference incorporated herein and made a part 
hereof.” 

The contract provides that upon liquidation of the V-loan the corporation will 
give to the Government a mortgage covering all this property. Amendment No. 
4 to the contract permits the corporation to obtain an advance not to exceed 
$145,000 for the purpose of completing all payments on the mine purchase con- 
tract. The initial advance being made on amendment No. 4 includes an amount 
sufficient to complete the payments on the mine purchase contract. 

We feel that the contract provisions and the existing first mortgage may not 
afford complete protection to the Government. To date the Government has pro- 
vided almost all of the funds for the purchase of the rights to the land on which 
the mill and mine are located. We have asked the contractor to execute in favor 
of the Government a second mortgage on all of its property. The contractor has 
verbally agreed to this. The mortgage to be given to the Government will be 
junior only to the lien of the Seattle Trust & Savings Bank and to the lien of 
Defense Minerals Exploration Administration. 

The lien in favor of DMEA arises from a contract for mineral exploration 
dated August 25, 1952. When this DMEA contract was executed, GSA subordi- 
nated its claim to that of DMBEA, to the extent required by DMEA. 
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The Government’s claim against the company for moneys advanced would be 
of little value if the title to the rights in the land should prove defective. In 
the event of nonpayment, we would want clear title to the land. We therefore 
feel that the Government should take the same precautions to insure that the 
title to the rights in the land are valid as though the purchase was being made by 
the Government itself. 

Will you make the necessary arrangements with counsel for the company, 
Messrs. Dickison, barr & Gibbon, 305 Fourth and Pike Building, Seattle 1, 
Wash., so that the Government will be fully protected ? 

P. W. JORDAN. 


Marcu 10, 1953. 
In reply refer to: CF. 
Director, Purchase Division—EP, Emergency Procurement Service. 
Director, Credit and Finance Division—CF, Office of the Comptroller. 
United States Tin Corp. Contract No. GS—OOP(D)-520. 

You have requested an analysis and report from this office in connection with 
the corporation's letter requests of February 14 and February 19, 1953, to Mr. 
Walsh, for $1,300,000 in the form of an advance of funds for operations and 
capital improvements during the 12-month period ending July 31, 1954. There 
is attached for your information Mr. Nicoll’s report which provides the back- 
ground of assistance to this contractor and an analysis of changes in debt status 
through July 31, 1954. This report has been prepared after consultation with 
DMPA staff and is based upon their technical evaluations as contained in report 
of February 26, 1953, which has been previously supplied to your office. 

I am sure you realize that the request of the contractor for further assistance 
involves a matter of policy beyond and above the credit aspects of the case. 
As highlighted in Mr. Nicoll’s report, the contractor's projected budget is con 
sidered to be reasonable and adequate. It is my feeling that in consideration 
of the amount of investment that the Government presently has in this project 
and the basic objective in the original undertaking continued assistance is war- 
ranted, provided that it is established upon such terms that the Government 
may discontinue financing if it is determined at a subsequent date that the inter- 
ests of the Government may be best served by such discontinuance. 

You are aware that the contractor has an exploration contract with the De- 
fense Minerals Exploration Administration which totals $226,000, 90 percent of 
which is reimbursable to the contractor by the DMEA. While we do not find 
it particularly objectionable, there are two aspects of this operation that it is 
believed appropriate to mention. While the contractor is maintaining operating 
records and accounts of the exploration expense incurred as distinct from the 
development-operational expense incurred (and financed through advance) to 
some extent the advanced funds are used for the purpose of financing the ex- 
ploration operation until such time as the 90 percent reimbursement is received 
from DMEA. 

The contractor has been providing this office monthly reports of cash dis- 
bursements and cash receipts, which combine and encompass not only the receipt 
and dishursement of the advanced moneys but also reimbursement trom DMEA, 
sale of production, and additional capital investment. In connection with the 
latter, the 10 percent of exploration expense not reimbursable from DMEA is, 
in effect, paid for by the president of the corporation through the purchase of 
additional capital stock. The projected budget contemplates the advance of 
$1,500. per month for the purpose of paying the salary of the president. Finan- 
cial statements previously furnished indicate that the president has previously 
injected $14,000 of new capital through the purchase of capital stock to meet 
the 10 percent exploration costs not reimbursable. It is contemplated that the 
balance of $8,600 will be injected during the life of the exploration contract, 
which it is expected will be completed prior to July 31, 1954. If $18,000 is a 
reasonable amount for the Government to advance for the payment of executive 
salaries, it is not believed necessary to impose any limitations with respect to 
the disposition of such sum. 

A copy of this memorandum and report has been supplied the Deputy Comp- 
troller for DMPA. Please advise what action is to be taken on the contractor's 
request, in order that any proposed extension of the United States Tin Corp. 
program may be submitted to the office of Defense Mobilization. 


P. W. JoRDAN. 
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CREDIT AND FINANCE DIVISION REPORT 


Marcu 8, 1953. 
Subject: United States Tin Corp. Contract No. GS—00—P (D)-520. 


I. PROBLEM 


The contractor by a letter dated February 14, 1953, as amended February 19, 
1953, has requested an additional amendment to contract No. GS—00—-P (D)-520 
unde r which this Administration is asked to advance an additional $1,300,000 e 
cover operating expenses and capital improvements for the 12-month period 
August 1, 1953, through July 31, 1954. The contract also requests the inclusion of 
a floor price provision. This request has been reviewed by the DMPA technical 
staff. Reference is made to a report dated February 26, 1953, prepared by Mr. V. 
A. Brussolo of DMPA, which summarizes the company’s prospects. 


II, BACKGROUND 


For roughly 2 years the Government has been financing the operations of the 
United States Tin Corp. This financing is based on a decision of DPA to develop 
the contractor’s properties. The original certificate from DPA dated March 16, 
1951, reads in part as follows: 

“In order to assure the continued supply of tin and tungsten * * * it is neces- 
sary that the Government undertake a program to encourage the development 
and mining of domestic deposits of these metal ores * * *.” 

Pursuant to the policy set out by this directive, this Administration has pro 
vided financing for the development and mining of tin and tungsten ores by the 
United States Tin Corp. It should be recognized that this certification calls for 
both development and mining. The development phase of the mine and mill is 
now substantially complete. 

This contract was originally made in March 1951. The Government guaranteed 
a loan under Regulation V of the Federal! Reserve Board. This loan, the amount 
of which was finally stabilized at $275,619.29, was supposed to be adequate to 
place the mine in full-scale operation. For several reasons, primarily inadequate 
engineering and financial planning, coupled with our inability through lack of 
knowledge to criticize the program, this guaranteed loan was wholly inadequate. 
The bank which had granted the V-loan was unwilling to increase the amount of 
the loan. In order to continue the development of the mine and with the anticipa- 
tion that it would be placed in operation, the Government commenced making ad- 
vances for the payment of the costs incurred in placing the mine in operation. 
The advances made under amendments Nos. 1 and 2 covered activities to July 31, 
1952, and those under amendment No. 3 expenditures to July 31, 1953. 


Exurisir A.—Hstimated status of debt at July 31, 1954, as a result of proposed 











jinancing 
Principal Interest Total 

Total debt July 31, 1953, from existing financing.............- $1, 350, 385 2, 200 $1, 392, 585 
Interest accrued to Dec. 31, 1953_.........-...-.-. cp aguenapenginaitnameatig AE Bete dhenioese 
New advances (see schedule A) bi tide wt BO GED Foie cklid eed b aks. 
Eunteneet CRIME MERRION. 6 nsis Send ons cnddedndowbnsensvwuses  ctéh doen silts BBE Nenternsebites>~ 
Total debt at Dec. 31, 1953. | 2, 245, 385 77, 400 2, 322, 785 

Proceeds of concentrates shipped Sept. 30, 1953, realized Dec. 
ep eee pp ern senor cdibdinid btibtidhetiGineticat ietdad= 179, 600 77, 400 | 257, 000 
yp Re | 2, 065, 7. 0 2, 065, 785 


Interest to July 31, 1954, on above balance at Jan. 1, 1954__ 
New advances to july NE oan cial... 4550 cnsrdantedendonnase | 
Interest on new advances to July 31, 1954... ecakoenianll 














Total debt at July 31, 1954_____- 2, 470, 785 53, 510 2, 524, 295 

Estimated value of concentrates en route to or in hands of 
refiners on July 31, 1954.............-... : Sheig a> waktaderien naga eieinaktael 1,015, 000 
Debt not covered by concentrates at July 31, 1954__.....|.............-|.--.-.-.----.- | 1, 509, 295 





In the summer of 1952 a plan of operation was laid out under which the tin 
company was to revise the mill layout and obtain an all-year-round supply of 
water. The program did not and could not anticipate certain difficulties of 
shipping. 

This mine is located on the Seward Peninsula in Alaska. All of its supplies 
and equipment must come in by water, except for emergency items which can 
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be flown in. The normal shipping season at the mine runs from July 1 to Oc 
tober 1, with the first boat scheduled to leave Seattle in the first or second week 
of June. In 1952 there was a shipping strike which delayed the departure of 
the first boat until early August. Only the most urgent supplies could be 
shipped. They did not arrive in sufficient time to prove the water supply. The 
financing provided by amendment No. 3 to the contract included an amount 
which was to be used for a surface water supply. Due to the delay in shipping 
and the fact that only 2 instead of 3 trips were made to the mine by the Alaska 
Steamship Co., it was not possible to ship the materials required for the water 
supply so that installation could be made before the fall freezeup. 

The mine has shown some production, using as a source of water the summer 
flow of Cassiterite Creek. This creek flows from the thaw in early June to the 
freezeup in October. The shipments which came out in the 1953 shipping season 
yielded $114,863, which has been applied to the company’s debt. There are also 
about 5 tons of concentrates at the mine, valued at about $7,000, produced after 
the last outgoing steamer sailed. 

The tin company is now operating an exploration program under a contract 
with Defense Minerals Exploration Administration (DMEA). The purpose of 
this program is to develop additional ore bodies. The mine has been kept open 
during the winter in order to make ready for active mining and milling and to 
pave the way for full activity on the exploration program. The company’s pres- 
ent program is to operate at a much restricted level outside of the DMEA activity 
until either adequate water for milling is found in the mine or the spring thaw 
produces enough water in Cassiterite Creek to operate the mill. It is not antici- 
pated that milling will start before June. There is, however, about 2 months’ 
supply of ore broken in the stopes ready for milling when water is available. 
This will permit milling before additional miners are needed. The company 
estimates that it will need $172,000 for operations for the months of April througb 
July 1953. 

The principal problem facing this company today is the development of a 
sure winter water supply. The mill needs a gross input of about 250 gallons 
a minute. There are three solutions to the water problem. The first, which 
would be the simplest and least expensive, would be finding a steady source of 
water in the mine. While the DMPA engineers feel that such a water source 
may well be developed eventually, there is no way to forecast when or if this 
will occur. The second possible solution is to install a water recirculating sys- 
tem, using as a primary source of water the water available in the mine. This 
has not been fully engineered, as an adequate source of water in the mine neces- 
sary to operate a circulating system, say 75 gallons a minute, has not been 
developed. The third source of winter water is a spring which flows all winter. 
This lies about 9,000 feet from the mill and about 150 feet below it in elevation. 
It would be necessary to install a pumping station at the spring and a pipeline 
from the spring to the mill. One or more of these methods will be adopted by 
the corporation if the additional advances are authorized. It is expected that 
both the spring source and the recirculating system will be installed to prevent 
any water shortage. 

III. FINANCIAL CONSIDERATIONS 


It is estimated that at July 31, 1953, the company will owe about $1,393,000. 
This includes accrued interest on the advances made by the Government which 
is not due and payable until after the V-loan has been paid off and income is 
received which may be applied to the GSA advances. This debt is made up as 
follows: 





Advanced 

Authorized and to be 

advanced 
Amendment No. 1.--.-.-- osheeicmtan vid asdinan aie Sasieal $35, 000 | $35, 000 
SINE IE, Trt Bi Settle rinse occa nnbsonnensicnaniye pandlibeen | 325, 901 325, 231 











Amendment No. 3 (through March 1953) ______- arent Ae 940, 000 | 57. 389 
Amendment No. 3 (estimated through July 31, 1953) . . ..............--------|--------- “ged 72, 000 
Mito ratio Hebi ol Bi Sites wes ee city 1,300,901} ‘1, 189, 620 
The net_gmount of the V-loan outstanding at Jan. 31, 1953... ......------.|----..------- 160, 765 
aie ee eae 1, 350, 385 
Accrued interest to July 31, 1953_.. 42, 200 








1, 392, 585 
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The corporation’s request for a further amendment of the contract includes not 
only a request for an advance for operating expenditures and capital improve- 
ments. but also the inclusion of a provision for a floor price which will be effective 
for the duration of the contract. It has requested a floor price of $1.20 a pound 
for tin, subject to redetermination on actual costs before July 31, 1954. The floor 
price of $3.25 a pound for tungsten is already guaranteed by other GSA 
regulations. 

The corporation also requests that the amount advanced include the sum of 
$64,500 as an additional payment on the company’s mine purchase contract. 
The original mining claims were filed or acquired by the Lost River Tin Mining 
Co. This company has been dissolved and is in process of liquidation. Its only 
asset is the contract with United States Tin, which, as it now stands, calls for 
payments of $80,500 on December 31, 1953, and December 31, 1954. The trustees 
for the Lost River Tin Mining Co. have cffered to settle their claim on or before 
August 15, 1953, for a total of $145,000, in order to close out the estate of the Lost 
River Co. This would represent an apparent saving to United States Tin of 
$16,000, offset, however, by the additional cost of interest between the date of 
the settlement for the whole purchase price and the date of payments to be made 
at the existing dates provided in the land-purchase agreement. This is estimated 
at $4,620, with annual interest savings after December 31, 1954. 

The company is anxious to proceed on this basis, as this would give it at an 
earlier date clear title to the claims. It would be advantageous for the Govern- 
ment to make this prepayment, as there would be a clear title to the claims and 
all of the buildings in the event it became necessary to foreclose on the property. 

The funds requested by the company are divided as follows: 


1. Operating expenses, wages and overhead___.-_-____--_--_____--_ $663, 224 
2. FOE OGG sug 26 ibd ein sheins i ee ds A 229, 562 
8. Gaitdl itmbeewneete... elie dd tabee esi dbo 228, 400 
4. Mine purchase contract, regular 1953 payment_____-_-__-_____-__ 80, 500 
5. Mine purchase contract, extra payment_._.-...--_---____-_______ 64, 500 
G:) SERED... din hii ih idk whch dinate ibienbbbbiie dD atniwenlabblidiimhlidble deals 33, 814 

I ihn iliac tli ncicitlp Ee lata i lca cite salad dels .... 1, 300, 000 


The amounts allocated to the various items have been studied by the DMPA 
and the writer. The amount set up for operating expenses is considered to be 
ample. It is consistent with expenses incurred in the past. Wages are based on 
a wage scale slightly higher than that now in force. The amount set up for food 
and supplies is based on experience and, so far as we can tell, is reasonable. The 
amount requested for capital improvements includes the following: 


PURREASD CU TAINO hisici icie bchtittb bd dititndbttiniibebiei cei dibinds $10, 000 
OE Lait 0 <i thi mdi abit de tsb bebe din bible wy nbd Bild 55, 000 
BE ae IRs ba nhichtith mctshansinsideien Set bide selshiinchaticcilaenstebclv hitless wiceidaliasenithcehinhiidenie eh S ida 2, 400 
Bee) ian HOM O00. oneness cnt cenit dei ls 6, 000 
PAREOKIC GOURD AE ict 5s ides ane chi BeBe 5, 000 
Pe I icra mnaqetitnticeniscaceininigncniiegslstiaanibeiigpe AEE il ah 150, 000 

Nc ites peas etn ca eigenstate ia i 228, 000 


The flotation equipment and magnetic separators are, according to the en- 
gineers, a “must.” The company suffered penalties and had a high cost of re- 
fining because the concentrates had not been separated into two types, those 
having a high tungsten-low tin content, and those with a high tin-low tungsten 
content. Also, there was an excessive amount of sulfide in the concentrates. 
The flotation equipment will eliminate penalties on the sulfides. The magnetic 
separator will remove most of the tungsten from the mixed concentrates. This 
will lower the shipping charges due to the removal of the sulfides, reducing the 
weight, and reduce the refining charges, as the high tungsten concentrates can 
be sent directly to Wah Chang, with high tin concentrates sent to Texas City 
This will save one handling by a refiner. Present methods have been to send 
all concentrates to Wah Chang, resulting in a loss of tin values in removal of 
the tungsten. 

The cost of installing a permanent water supply is, in the opinion of the com- 
pany’s management, considerably overestimated. However, the figure of $150,000 
was set up so that enough money would be provided to assure a water-supply sys- 
tem which will operate throughout the winter. The funds for additional build- 
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ings include extensions to the mill to house the water recirculating equipment, 
as required. 

The operation of the mine and the mill has been under the superintendence 
of Mr. Paul Sorensen. For a number of reasons, Mr. Sorensen has proven un- 
satisfactory and has been relieved of his duties. The company has obtained 
the services of a general mine superintendent and a mill superintendent re- 
cently put out of work as a result of the nationalization of the Bolivian tin 
mines. These men have had experience in the type of ore found in Alaska and 
are confident that they will be able to find a solution of any milling or mining 
problems that have not been taken care of already. The estimates of addi- 
tional requirements for capital improvements have been discussed in broad 
terms with these new employees who have indicated, from the information avail- 
able, that the estimates should be adequate. 

The DMPA estimate of income shows net return to the company, after refin- 
ing charges, of $1,215,000. This is based on tin at $1.215 per pound, tungsten at 
3.25 per pound, and lower rates of mining and recovery than those used by the 
company. If the entire amount of the financing requested is drawn down there 
is an indicated loss for the year of $85,000. Actually, the debt will increase 
more than that, as no computation has been made of interest payable on the 
advances, nor has credit been given for concentrates at the mill and the con- 
centrates which can be produced before August 1, 1953. 

Assuming that permission will be granted to the company to settle the mine 
purchase contract in August 1953, and further assuming that all of the funds 
requested will be spent, I have computed an increase in the debt of $116,710 
as shown on the attached tabulation. This is offset by not less than $46,000 
which can be recaptured through the income from the mess hall operation and 
from DMEA. Any increase in tonnage or increase in the rate of recovery or de- 
crease in expenditures will act to reduce the indicated deficit at July 31, 1954 
These, however, have not been considered in making our estimates. We have 
endeavored to look at the worst possible picture. 

While the Government will be but little worse off in July 1954, as compared 
to July 1953, it must be remembered that the proven ore is now set at 64,000 
tons. After the year’s operation, 26,500 tons of proven ore will remain to be 
milled. Normal mine development should produce further proven ore. Further- 
more, the DMEA program is specifically designed to ascertain and prove exten- 
sions to the ore body, which today is considered proven only to the extent of 
64,000 tons. 

Today we are faced with an assured loss of all moneys advanced to date and 
those guaranteed under the V-loan, with little hope of recovery, due in part to 
the confusion around the title to the claims and failure to prove ability to oper- 
ate. However, the Government would not have proven what it originally set out 
to prove, the existence of a body of tin ore in Alaska which is of commercial 
grade at the existing price and that such tin ore can be mined on an economic 
basis. If we continue to finance the company, we first will not increase our in- 
vestment to a great extent, and second, there is an excellent chance of recaptur- 
ing a substantial part of our investment in the future. 


IV. RECOMMENDATIONS 


If it is determined that the Government should proceed in this case, it is rec- 
ommended that the contract provide for liquidation of the mine purchase agree- 
ment by a payment of $145,000 on or before August 15, 1953, that a floor price 
provision at $1.20 per pound of tin be included subject to adjustment upward 
or downward before July 31, 1954, on the basis of established costs. The exist- 
ing terms and conditions of the contract as amended should be continued in force. 
In view of the likelihood that the guaranteed loan will be liquidated during the 
course of this financing, the company should be required to submit for our con- 
sideration a complete set of documents under which all mining rights now owned 
or hereafter acquired will be assigned to the Government, and a form of mort- 
gage covering all property. 

J. S. Ntconr 

Marca 3, 1953. 
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ScHEeDULE A,—EHstimate of funds required, by months, in order to provide for 
operations during 12 months ended July 31, 1954, and capital improvements 











| 
Supplies Operating Capital Contin- Mine pur- | Total per 
expense expense gencies chase | month 

May 1, 1953... -__- $229, 562 $114, 200 | $345, 000 

Aug. 1, 1953 $48, 477 114, 200 $145, 000 310, 000 

Sept. 1, 1953 ‘ 50, 477 ‘ | 53, 000 

Oct. 1, 1953... 2 71, 577 j 74, 000 

Nov. 1, 1953 48, 477 51, 000 

Dec. 1, 1953 59, 477 | 62, 000 

Subtotal to Dec. 31, 1953 229, 562 278, 485 228, 400 13, 553 | 145, 000 | 895, 000 

Jan. 1, 1954 +e 2, 523 | aoe 53, 000 

Feb. 1, 1954 3, 473 51, 000 

Mar. 1, 1954 3, 473 | 54, 000 

Apr. 1, 1954 3, 473 , | 51, 000 

May 1, 1954 2, 373 96, 000 

June 1, 1954 2, 473 | 50, 000 

July 1, 1954 2, 473 | | 50, 000 
Subtotal—Jan. 1 to July | 

31, 1954 384, 739 é a BEE Léedobeceupve 405, 000 

Total __- : 229, 562 | 663, 224 228, 400 | 33, 814 | 145,000 | 1, 300, 000 


The Vice CHarrMAN. Mr. Clifford Smith, auditor, San Francisco 
office, General Services Administration, will be our next witness. 

Do you solemnly swear the testimony you are about to give will be 
the truth, the whole truth, and nothing but the truth, so help 3 you God? 


TESTIMONY OF CLIFFORD SMITH, AUDIT DIVISION, WESTERN 
BRANCH, GENERAL SERVICES ADMINISTRATION 


Mr. Smiru. Yes, sir. 

The Vice Cuarmman. Mr. Smith, will you give us your name, 
address, your title, and so forth? You are from San Francisco, I see. 

Mr. Smiru. Yes. The name is Clifford Smith. I live in San Fran- 
cisco. I am with General Services Audit Division, Western Branch, 

The Vice Cuarrman. What is your address in San Francisco? 

Mr. Smiru. 2400 34th Avenue. 

The Vice Cuarrman. How long have you been with GSA ? 

Mr. Smirn. Nearly 3 years, 

The Vick CuarrmMan. Have you been with them since the inception 
of this transaction with the tin corporation / 

Mr. Smiru. No, I haven't. 

The Vice CuatrmMan. When did you come into the case ? 

Mr. Smirn. May of 1952. 

The Vice Cuarrman. You took somebody’s place who handled it 
during 1951, the original negotiations? 

Mr. Saari. It had never been previously handled by the Audit Di- 
vision prior to that. 

Representative Brown. You had access to the files, I presume, all 
files ? 

Mr. Smrrn. My first assignment to this contract was in November 
of 1952, when I made a survey of their accounting setup. 

The Vice Cuarrman. In other words, the audit wouldn’t come into 
it until after some money had been paid over, I take it? 

Mr. Smrru. The audit wouldn’t come into the picture until we had 
been requested by some agency of General Services through the Comp- 
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troller, then to the Audit Division, who would instruct us what we were 
to do and what we were to cover. 

The Vice CHarrMan. You came into it when, in the fall of 1952? 

Mr. Smiru. Yes. 

The Vice CuatrmMan. That is about 15 months after ¢he tragedy 
occurred ¢ 

Mr. SmirH. Quite late, yes. 

Representative Brown. What did you find in the audit of 1952 % 

Mr. Smirn. In 1952 my survey of the procedures established in the 
Seattle office I found very adequate. I discussed with the company 
officials, with Spencer Stokes of Rankin & Stokes, the auditors, com- 
pany auditors, the procedures that were to be set up to handle the 
operation, to handle the expenditure of funds, to record the costs of 
operation, and the 

Mr. Warren. Mr. Smith, to clarify one thing there, you are re- 
ferring to the records that they had for future operations rather 
than the records that they had for past operations ? 

Mr. Sairu. That is true. 

The Vice CuarrMan. Go ahead, Mr. Counsel. Let’s expedite the 
hearing. 

Mr. Warren. I don’t think we can make it too short with Mr. 
Smith, because he has had a very important part in this audit. 

The Vice CuHarrMan. I am sure he has. These audits are all right, 
but who paid any attention to them is one of the things worrying me. 

Representative Brown. I didn’t understand the witness. Did you 
say you found the records adequate or inadequate ? 

Mr. Smiru. I found the records, as they were proposed to be es- 
tablished, that they would be adequate to take care of the situation. 

The Vice CuarrMan. Is that in quotation marks? 

Mr. Sairn. Let’s put it that way. 

The Vice Cuatrman. Allright. That is what I thought. 

Mr. Warren. Mr. Smith, I would like to ask you if you made an 
extract from the records of the United States Tin Corp. as to when 
Mr. Kenneth J. Kadow was first employed by the United States Tin 
Corp. or as to when the first action was taken ? 

Mr. Sairu. I made an extract of the minutes of the stockholders 
and the board of directors, and an action was taken in December of 
1950 to accept an employment contract with Mr. Kadow, to be dated 
April 1 of 1951. The subsequent action of the board adopting that 
resolution was on January 10 of 1951. 

The Vice Cuarrman. Would you repeat what you said about De- 
cember ? 

Mr. Warren. That would have been shortly after the first appli- 
sation was filed on November 18, 1950, would it not ¢ 

The Vice Cuarman. It was before that. What was it you said 
about December, what kind of arrangement? I didn’t quite catch 
you. 

Mr. Smiru. I was just trying—— 

Representative Brown. May I ask this question? In December of 
1951 where was Mr. Kadow living ? 

The Vice CuHatrman. In 1950, Mr. Brown. 

Representative Brown. Yes, in 1950. Where was he employed at 
that time? 
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Mr. Smrru. I wouldn’t be able to be in a position to answer that. 

Representative Brown. Was he in the Interior Department, ever? 

Mr. Smiru. Just from my knowledge of the situation, he was in the 
Interior Department prior to his joining the United States Tin Corp. 

Representative Brown. Was he in the Interior Department at the 
time this contract was made, that he should go on the payroll of the 
tin company ? 

Mr. Sirs. I wouldn’t know that. 

Representative Brown. You were the auditor. The records don’t 
show anything of that kind ? 

Mr. Smiru. I don’t audit Mr. Kadow’s personal acts. I audit the 
operations of the organization. I did not inquire where Mr. Kadow 
was as to employment. 

Mr. Beturno. Mr. Kadow was then with the Department of the 
Interior. He did not submit his resignation until about January 25, 
1951, effective March 31,1951. 

He eventually resigned under date of March 13, 1951, effective 
March 15, 1951. 

Representative Brown. That agreement was made while he was in 
the employment of the Interior Department ? 

Mr. Bextirno. Still in the Government service and kept secret. 

The Vice Carman. That was what I was getting at. You spoke 
about some kind of arrangement being made in December. Who made 
it and what type of arrangement was it ? 

Mr. Smirn. That was a directors’ meeting on December 18, 1950. 

The Vice Cuarrman. They approved his subsequent employment? 

Mr. Smirx. Employment contract. Then the stockholders’ meeting 
of January 10, 1951, approved the prior action. 

The Vice CHarrmMan. He was still in the Government service at 
that time? You don’t know that but we do. He was in a dual 
capacity. 

Mr. Warren, You can identify the record there as the extracts from 
the stockholders 

Mr. Smirn. That is right. I have penciled copies of my own. 

The Vice CuarrMan. Counsel, I suggest that you put those two 
resolutions in the record. 

Mr. Warren. Can we have a photostatic copy made of your pencil 
copy of that ? 

Mr. Smrru. Yes, sir, you may. 

Mr. Warren. Mr. Chairman, I suggest that be included in the 
record. 

The Vice Cuarrman. I agree with you. It will be inserted, 

(The material referred to is as follows :) 





[Excerpt] 


Currrorp SMItH’s PENCILED Notes Coprep FroM MINUTES OF DIRECTORS AND BOARD 
MEETINGS 


DIRECTORS’ MEETING DECEMBER 18, 1950 


Extend Fischnaller option to purchase stock to December 31, 1953. Manage- 
ment with Mr. Kenneth J. Kadow dated April 1, 1951, general manager, 3 years. 
Consideration $9,000 per year plus 3,000 shares of stock plus 3 percent of the 
earnings before taxes but not on the first $300,000. Option to use consideration 
to purchase stock at $3 per share up to 20,000 shares. The option to purchase 
20,000 at no more than $3 per share shall be irrevocable with the signing of agree- 
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ment provided option is exercised within 3 years. Reimbursed for actual ex- 
penses subject to action by board. 
To be general manager and elected vice president without consideration. 
Sorensen contract $10,000 year and 2 percent of earnings, option to purchase 
10,000 shares at $3, house rent free, actual expenses. 


STOCKHOLDERS’ MEETING JANUARY 10, 1951 


Authority to negotiate Government loan. 


DIRECTORS’ MEETING JANUARY 10, 1951 


Approved stockholder action. Employment contracts with Kadow and 
Sorenson. 

Mr. Warren. Mr. Smith, I will ask you if you further examined 
the stock books of the company with respect to stock issued for serv- 
ices rendered ? 

Mr. Smirn. Yes, sir, I did. 

Mr. Warren. Will you state what extract you made from the record 
as to that? 

Mr. Smitu. There was an action in 1949, in April, and in Novem- 
ber of 1949 where the board of directors, approved by the stockholders, 
gave to Fred Loomis 7,500 shares, Henry Schaefer 7,500 shares, W. L. 
Gibbon 7,500 shares, and H. C. Rohrbach 3,000 shares. 

Mr. Warren. Can you identify those people that you have named? 

Mr. Smirn. Only two of them. Henry Schaefer and W. L. Gib- 
bon are the only two. 

Mr. Warren. What were their positions at that time? 

Mr. Smirn. At that time W. L. Gibbon was the company attorney. 

Mr. Warren. And Mr. Schaefer? 

Mr. Smirn. Mr. Schaefer, I believe, at that time, from my knowl- 
edge, was with the Seattle Trust & Savings Bank. 

The Vice CuHatrman. That was the bank that was in on this loan? 

Mr. Smirn. That is correct. 

Representative Brown. Did they sell the stock or give it to them ¢ 

Mr. Smirn. They gave it to them for services rendered. 

Representative Brown. Do you know what services they rendered ¢ 

Mr. Smirn. I didn’t question it. 

Mr. Warren. Was any other stock given for services rendered ? 

Mr. Smirn. Later in June of 1951 Kirby Billingsley was given 
3,500 shares, Irvin Hoff was given 3,500 and Ann Sanders was given 
500 shares. 

Mr. Warren. Can you identify those people ? 

Mr. Smrirn. Just through knowledge, that is all. Irvin Hoff was 
the administrative assistant in Senator Magnuson’s Washington office, 
and I believe from knowledge that Ann Sanders is also in that office. 

Mr. Warren. And who is Mr. Kirby Billingsley ? 

Mr. Smrru. I do not know. 

Mr. Warren. Do you know anything further about the stock that 
was issued for services rendered other than the extract that you made 
from the record ? 

Mr. Smirn. No, I would not know. As to my knowledge, this was 
the only stock that was given for services rendered. No, there was 
a bonus given to Paul Sorensen when he terminated his services. 

Mr. Warren. Was he the mine superintendent ? 
Mr. Smiru. Yes. 
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Mr. Warren. Mr. Kadow, was he ever given any stock as a bonus, 
or do you recall ? 

Mr. Smirn. Yes. 

Mr. Warren. Would you state what stock was given to Mr. Kadow 
or issued to him for any purpose ? 

Mr. Smirn. In September 30, 1951, Mr. Kadow, in consideration 
for his executing employment contract was given 8,500 shares. That 
was charged to salaries by the public accountants, Touche, Niven, 
Bailey & Smart. 

Mr. Waaren. Is the September 30, 1951, date the date that it was 
charged on the books to executive salaries? 

Mr. Smiru. That is right. 

Mr. Warren. Do you know on what date it was actually issued or 
was supposed to have been issued ¢ 

Mr. Smiru. I don’t know. I possibly could from the extract of 
the minutes determine that date. 

Mr. Warren. Do you have copies of the extracts of the minutes? 

Mr. Smirn. Yes. 

Mr. Warren. Here? 

Mr. Smiru. Yes. 

Mr. Warren. Will you supply that for the record ? 

Mr. Situ. I will. (See p. 389.) 

The Vice Cuarrman. Was he at that time receiving a salary from 
the corporation or previously on the payroll ? 

Mr. Sairu. I don’t know for sure just the date his salary was ap- 
poeee I don’t believe it was this date, though. I think it was 

ater. 

Mr. Warren. I suggest this also be included in the record. I be- 
lieve that is on a separate sheet from the others, is it not? 

Mr. Smiru. This? 

Mr. Warren. Is that on the same sheet as the ones you previously 
referred to? 

Mr. Smirn. Yes. I believe you have a copy of this. 

Mr. Warren. Who else received stock, Mr. Smith? 

Mr. Smirn. Outside of the 153,000 shares which were given to Mr. 
Fischnaller, Mr. Furey and Mr. McIntosh to purchase their option 
that they held on the mine property, there was no other stock that 
was given, to my knowledge. 

Representative Brown. How many shares were issued, Mr. Warren ? 

Mr. Warren. How many shares were issued to each one of those—— 

Representative Brown. What was the incorporation ? 

Mr. Warren. It was 300,000 shares originally and later increased 
to 3 million when the corporation moved from the State of Washing- 
ton to Alaska. 

Representative Brown. Three million shares? 

Mr. Warren. It was originally of a dollar par value and reduced to 
10 cents par value. 

Mr. Smirn. That is the authorized issue. They have not issued 
the full 3 million shares. 

Mr. Warren. Do you know what amount has been issued ? 

Mr. Smrru. I don’t have that record here, but I think there is 
805,000 shares issued now. 

Mr. Warren. How much stock was sold to the public, do you recall ? 
Do you have a record of that? 
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Mr. Smiru. By the corporation ? 

Mr. Warren. The total amount that was sold to the public. 

Mr. Smirn. There was no stock sold to the public. 

The Vice Cuarrman. There was none, you said ? 

Mr. Smiru. None. 

Mr. Warren. Are you able to state whether any funds came into 
this corporation from the sale of stock ? 

Mr. Suaru. Yes. 

Mr. Warren. What amount came into the corporation from the sale 
of stock ? 

Mr. Smirn. There was an original 500 shares, and subsequently 
Mr. Kadow purchased 17,000 shares to comply with the provision of 
the DMEA loan. 

Mr. Warren. How much money came in from the 500 shares, and 
on what date? 

Mr. Smirn. $500. I don’t have the date on that. That was in 1949. 

Mr. Warren. How much came in from Mr. Kadow? 

Mr. Smirn. $17,000. That came in during the latter part of 1952 
and the early part of 1953. 

Mr. Warren. Will you state how much money later came into the 
corporation at any time other than from the sale of stock? 

Mr. Smiru. There came into the corporation through advances by 
stockholders $67,500, approximately. 

Mr. Warren. Will you state the source of that and the date that 
it came in? 

Mr. SmirH. That came in from 1949 up through September 30 of 
1950. 

Mr. Warren. Will you set forth the date that that came into the 
corporation ? 

Mr. SmrrxH. Do you want this all in detail? It is quite lengthy. 

Mr. Warren. Yes, I believe we would like to have that. 

Mr. Smirn. Would you like me to read the totals, then ? 

Mr. Warren. If you will. 

Mr. Smiru. This is an account with Mr. H. R. Fischnaller. In May 
of 1949 and in June of 1949 he received credit for sales to individuals 
of shares of the corporate stock in the amount of $12,200. 

Mr. Warren. What is the basis of this information ? 

Mr. Smiru. This is an analysis of the general ledger account. 

Mr. Warren. It is not confirmed by canceled checks or any fur- 
ther records than the books of the corporation ? 

Mr. Smiru. It would not all be canceled checks. There would be 
some in the nature of journal entries that would transfer charges and 
credits to this account. 

Mr. Warren. Were these original journal entries or what entries 
were these ? 

Mr. Smiru. The early entries came about through Touche, Niven, 
Bailey, and Smart’s audit of the records, where they attempted to re- 
compose the early transactions of the company. 

Mr. Warren. Do you know whether that was based on statements 
of the officials of the United States Tin Corp. ? 

Mr. Smrru. As I understand it, they examined files, documents, 
asked questions, and referred to such records as were there to try to 
reconstruct the original entries. 

Mr. Warren. Will you set forth what you found the entries to be? 
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Mr. Smirn. In September 1949 and May 26 of 1949, June 24, 1949, 
there was an entry debited to the account for $500, for $6,500, and for 
$700. That was an adjustment of the sales of stock of Mr. Fisch- 
naller’s individual transactions. 

Mr. Warren. Was this money coming into the business ? 

Mr. Sarrn. No, they were journal entries; had no money in back 
of them. ‘They made errors in—— 

Mr. Warren. These entries would be of no signficance then insofar 
as any money coming into the business ? 

Mr. Smiru. That is true. 

Mr. Warren. That is the $500, the $6,500, and the $700 referred to ? 

Mr. Smirn. Yes, and the previous $12,201 ). That all corrected that 
stock transaction. 

Representative Brown. At that time, Mr. Warren, this was a pri- 
vate corporation ? 

Mr. Warren. That is in 1949. 

Representative Brown. That he testified about ? 

Mr. Warren. Yes, sir. 

Representative Brown. Of course, a corporation has a right to sell 
et give away stock, if it was a private corporation and not a Federal 
corporation. 

Mr. Warren. They had a right to sell stock. Of course, the Gov- 
ernment also had the right to protect the interest of people in a stock 
promotion after the Government put the bulk of the money into the 
corporation. 

Representative Brown. It is just like anything else. They loan the 
money to private corporations and the private corporations have the 
right to sell stock or give it away. The Government doesn’t have any- 
thing to do with it except loan the money. They don’t own the cor- 
poration. I just wanted to bring that out as you went along. 

Mr. Warren. Would you confine it to funds that actually came into 
the corporation, Mr. Smith ? 

Mr. Smirn. Yes. May 29, 1949, Mr. Fischnaller paid out in cash 
for rent of office, $800 ; engineering expense, $1,775; travel for Furey, 
Fischnaller, and Mr. McIntosh, $2,185; advance to McIntosh, expense, 
$2,000; engineering expense, $150; legal and incorporation expense, 
$350; telephone, telegraph, and stationery, $400; furniture and fix- 
tures, $200; and cash advance of $16,500. The total of that was 
$24,360, of which $16,500 was returned. 

Mr. Warren. Up to what period of time was that, Mr. Smith. 

Mr. Smirn. That was through May of 1949. 

Mr. Warren. Out of the $24,360, $16,500 was withdrawn as of that 
time ? 

Mr. Smirn. That is right. 

Mr. Warren. How much in money was put into the business after 
the date to which you have referred ? 

Mr. Smirn. In August 15, 1949, cash was deposited in the Alaska 
bank by Mr. Fischnaller of $2,000. In September 1949, $1,500 of that 
was returned. I believe the date is August 1949. Mr. Fischnaller 
made a purchase of equipment from the Humphreys Investment Co. of 
$2,445.80. September, an additional purchase of equipment from the 
Washington Machinery & Storage do. which was paid for by Mr. 
Fischnaller of $3,413.68. An additional expense on that same date to 
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the same people, $182. In September 5, 1949, cash of $16,846.20 was 
advanced. 

Mr. Warren. What date was that? 

Mr. Smiru. That was September 5, 1949. That was the entry on 
that date. The dates that the cash was advanced started in October 
1949 with $1,000; March of 1950 of $500; March of 1950, $2,000; June 
of 1950, $4,500; June of 1950, $1,946.20; June of 1950, $4,900 ; Septem- 
ber of 1950, $2,000. In October 1950 and December of 1950, $1,000 and 
$3,000, respectively, were returned to Mr. Fischnaller. On that same 
date, December 1950, Mr. Fischnaller paid bills of $883.19, comprised 
of a September 1950 bill to United Chemical of $250; September 24, 
1950, Martin Sign Co., $3.09; May of 1950, miscellaneous, $1.50; June 
of 1950, travel, $60; June 5, 1950, Washington Machinery & Storage 
Co., $500; May 24, 1950, Mine & Smelter Supply Co., $46.54; and 
August 4, 1950, Sears & Roebuck, $22.06. 

Mr. Warren. What is the total amount of that? Is that $883.19? 

Mr. Smiru. That is right. 

Mr. Warren. Can you state, Mr. Smith, as of the time that the 
Government made the first V-loan through the Seattle Trust & Savings 
Bank just what the condition of the United States Tin Corp. was at 
that time, the financial condition ? 

Mr. Smiru. What date would that be? The date of the V-loan? 

Mr. Warren. As of the end of the year, 1950, when the application 

was first filed, what was the condition of this corporation? Do you 
have a statement on or about that time ? 

Mr. Smrru. I have a statement as of May 31, 1950, which was my 
first date. 

Mr. Warren. What does that statement reveal, Mr. Smith? What 
was the true condition of this corporation ? 

Mr. Smirn. At that period the condition of the company was not 
very sound. 

Representative Brown. May I ask in that connection, does the 
record show that the stockholders ever received any dividends? Was 
anything ever paid out to the stockholders as dividends? 

Mr. Sairu. I don’t think that during the history of the organiza- 
tion any stock dividends had been paid. 

Representative Brown. It doesn’t look to me like that stock is worth 
very much, because under the law the debts have to be paid before you 
can pass out any dividends to the stockholders; isn’t that correct? 

Mr. Smirn. That is right. 

Representative Brown. I just wondered if the stockholders ever got 
any dividends. The record doesn’t show that? 

Mr. Smiru. The record would show if dividends were paid, but the 
record shows no dividends have been paid. You have to have earnings 
before you can pay dividends. 

Representative Brown. Off the record. 

(Discussion off the record.) 

Mr. Warren. When the Government got into this loan, was there 
really anything in this corporation; if they had paid all ‘their bills, 
would the corporation have been worth anything ? 

Mr. Smiru. No, the corporation if liquidated at that period would 
still owe money. 

Mr. Warren. Would still have owed money ? 

Mr. Smirn. That is true. 
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Mr. Warren. Can you state how much money was put into the cor- 
poration after that date? 

Mr. Smirn. After the date that I referred to here of May 31, 1951? 

Mr. Warren. Yes. I will ask you first if you can reconcile that 
financial statement of January 31, 1951, with the statement submitted 
on September 30, 1950, and the statement in May of 1951, to which 
you have referred, in which the statement of January 31, 1951, shows 
a surplus of $112,000 or slightly in excess thereof ? 

Mr. Smrrn. Yes. I cannot and have not attempted to reconcile it, 
although I did make an analysis of their sale of concentrates and 
when they made realization of those sales, and I find that at the end 
of 1950 they had a carryover of unliquidated concentrates in the hands 
of processors totaling $219,000. So I would assume they had valued 
their concentrates and revalued their statement to reflect the concen- 
trates that had not been previously carried on their records. 

The Vice CHatrrman. What date was that, Mr. Smith ? 

Mr. Smrru. That is the three dates in 1951, January 1951 and May 
of 1951. 

The Vice Cuatrman. That was from placer mining ? 

Mr. Smrru. That was from placer mining, 1949 and 1950. They 
had a total of $270,000 worth of concentrates being liquidated, of 
which they had received in 1949 and 1950 from their processor ad- 
vances on those concentrates and payment totaling $50,000, but they 
did not realize the balance of that, the $219,000 until July and Oc- 
tober of 1951, and July of 1951 and October of 1952 before they made 
the full realization upon those concentrates. In fact, they had a bal- 
ance still outstanding of which they made realization as far as 1953. 

So, in true accounting they would be privileged to value their state- 
ments to reflect the full value of their inventories on hand. 

Mr. Warren. Can you state what the amount of the 1950 produc- 
tion was after the date—can you first state what the inventory was 
on January 31, 1951, from production records and sales which have 
occurred thereafter ? 

Mr. Smiru. That is the figure that I have just given you, $219,000. 

Mr. Warren. Is that all of the sales thereafter from 1950 pro- 
duction ? 

Mr. Smrru. That is the sales thereafter of the 1949 and 1950 pro- 
duction. 

Mr. Warren. Then on the basis of concentrates it would have been 
impossible to have had $112,000 surplus on January 31, 1951, would 
it not? I will ask you first if the $112,000 figure represents concen- 
trates, the surplus figure ? 

Mr. Situ. Yes. 

Mr. Warren. I will ask you the second question, whether it would 
have been possible for this company to have had $112,000 surplus on 
January 31, 1951? 

Mr. Smrrn. It would have been possible, yes, to value their inven- 
tory at the full $220,000. If their surplus would not eat that all up, 
the remainder would go into earned surplus, yes. That would allow 
them 

Mr. Warren. What would the price of tin have been to have had 
$112,000 surplus? 

Mr. Smrru. I am basing it on the realization of what they actu- 
ally received. I don’t know what the price of tin was. 
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The Vice Coairman. They might have valued that in January at 
the then going rate of the price on tin, but if they didn’t sell it until 
September and the price had gone down in the meantime, there would 
be a shrinkage in that figure, would there not ? 

Mr. Smirn. That is true. It would reflect an overstatement of their 
earlier statement. 

. The Vice CHatrman. Which is simply a question of what the mar- 
et is. 

Mr. Smrrn. At the date the balance sheet is made up. The balance 
sheet is only good for that period 

The Vice CHarman. It is perfectly proper as of the time they 
are making up the balance sheet to put a value on it at the then going 
rate ¢ 

Mr. Smirn. That is right. 

Mr. Warren. If the market price of tin on January 31, 1951, assum- 
ao this question, had been the same as on the date of the sale, would 
it have been possible for the United States Tin Corp. to have had 
$112,000 in concentrates ? 

Mr. Smirn. Yes. 

Mr. Warren. Surplus, rather than in concentrates ? 
aa SmirH. It would have been possible, yes, depending on what 

eir 

Mr. Warren. Not on the basis of the records you have later exam- 
ined, on the basis of sales? 

Mr. Sarrn. On the basis of sales, I would say yes. 

Mr. Warren. If it had been priced the same? 

Mr. Sairu. If it had been priced the same. 

Mr. Warren. How could there have been $112,000 when you say 
that they sold only between $200,000 and $300,000 of concentrates ? 

Mr. Smiru. They carried over in this inventory the 1949 and 1950 
production. It was carried forward and not liquidated until late 1951 
and 1952, which had a value in itself of $219,000. 

Mr. Warren. The figure of $112,000 in the surplus account comes 
about from the figure of $225,000 in the inventory account, is that true? 

Mr. Surrn. That is right. 

Mr. Warren. The January 31, 1951, statement sets forth a figure in 
excess of $225,000 for inventories as of that time, is that correct? 

Mr. Smiru. I believe that is correct. 

Mr. Warren. Is that based on 90 tons of concentrates? 

Mr. Smirn. Yes, I would say it was based on approximately that 
figure. 

Mr. Warren. Do the files of the General Services Administration 
show there were only 50 tons of concentrates on hand as of that time? 

Mr. Smirn. I do not know. 

Mr. Warren. Do you know what amount of concentrates were on 
hand January 31, 1951? 

Mr. Smrru. I would assume from these figures that I had compiled 
here there was a little better than 100 tons on hand of concentrates. 

Mr. Warren. On January 31? 

Mr. Smirn. January 31, 1951. 

Mr. Warren. On what are those figures based ¢ 
Mr. Smirn. On the processors’ returns. 
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Mr. Warren. How can you account for the fact that there was a 
deficit in excess of $10,000 in this corporation on September 30, 1950, 
according to their own statement that they filed for tax purposes. 

Mr. Smiru. That is true. 

Mr. Warren. Was there any production between September 30, 
1950, and January 31, 1951, that would have provided for a profit of 
$122,800 in that 4-month period ? 

Mr. Smiru. I couldn’t answer that. I wouldn’t know, unless they 
had not included in their September 30 statement the value of the con- 
centrates that they did produce in that year. 

Mr. Warren. There would be no reason not to include them, would 
there? 

Mr. Smiru. No. I don’t recall from the statement, and I don’t re- 
member the statement, as to what inventories they did have. 

Mr. Warren. From the September 30, 1950, statement to the date of 
January 31, 1951, a period of 4 months, how much would the United 
States Tin Corp. have been required to earn to have had a surplus of 
$112,000 ? 

Mr. Smiru. That is a difficult question. I couldn’t answer that—— 

Mr. Warren. Based on the two statements ? 

Mr. Smiru. I would have to know a considerable amount of in- 
formation in order to be 

Mr. Warren. Doesn’t the September 30, 1950, statement show a 
deficit of in excess of $10,000 ? 

Mr. Smiru. Correct. 

Mr. Warren. Doesn’t the January 31, 1951, statement show a sur- 
plus of $112,000? 

Mr. Smirn. Correct. 

Mr. Warren. Can’t you arrive at what the company would have 
been required to earn on the basis of those figures ? 

Mr. Smiru. They would have been required to have had $122,000 to 
wipe out the surplus, if there were no other transactions. 

Mr. Warren. Then those earnings would be based on the produc- 
tion of concentrates, would they not? 

Mr. Warren. It could be, yes. 

Representative Brown. I understand there are only about 4 months 
of the year that you can work in the mine. What are those months? 

Mr, Smirn. That is incorrect. They can work 12 months at the 
mine. It is a full year’s operation. 

Representative Brown. The lode operation? 

Mr. Smiru. The lode operation is a full year’s operation. 

Mr. Warren. Mr. Smith, did you have any record indicating that 
the United States Tin Corp. sold tin to anyone other than the Recon- 
struction Finance Corporation in your production figures? 

Mr. Sarru. I don’t recall right now. I can review my records. 

Mr. Warren. You don’t recall anyone else that 

Mr, Smiru. There was some other organization that there was a 
sale made to. Whether that was a sale of tungsten or a sale of tin, I 
do not remember right now. 

Mr. Warren. That was tungsten to the Wah Chang Corp. that you 
are thinking of? 

Mr. Smaru. No, a sale made to the Vulcan Refining Co., I think is 
the name of the company. I don’t recall what product was sold to that. 
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Mr. Warren. According to the records I have here, July 11, 1951, a 
check was sent to the Seattle Trust & Savings Bank in the amount of 
$132,490. 65, and this, as I understand it, covered the 1950 production ? 

Mr. Smiru. That is right. 

Mr. Warren. Is my underst: unding correct that the $132,490.65 rep- 
resents the total sale of the tin from 1950 production 

Mr. Smiru. That is right. 

Mr. Warren. Well, on the basis of that figure, how could the state- 
ment that there was $225,000 in inventory on January 31, 1951, pos- 
sibly have been correct? 

Mr. Smirn. They include also the unliquidated 1949 production in 
it, and 

Mr. Warren. Wasn’t that included in the $132,000 figure ? 

Mr. Smiru. No, that is the 1950 production alone. That doesn’t 
include the 1949 production. 

Mr. Warren. When was the 1949 production sold ? 

Mr. Smirn. In 1950, 1951 and 1952 

The Vice Cuarrman. What did they do with the proceeds of those 
sales ? 

Mr. SmirH. Mostly used for the retirement of the bank loan. 

The Vice Cuairman. The first loan ? 

Mr. Smirn. The first V-loan, that is correct. 

Mr. Warren. Mr. Smith, your figures must be in error unless tin 
has been sold to someone other than the Reconstruction Finance Cor- 
poration, because we have the figures of RFC and they don’t indicate 
what you have there. 

Mr. Smiru. I have a total of $89,000 or $90-some thousand for 1949 
production. 

Mr. Warren. Where did you get that figure / 

Mr. Smiru. My records show a total of $74,000 that was realizea on 
1949 production, and 145—— 

Mr. Warren. Does your record show when the 1949 production 
was sold ¢ 

Mr. Smirn. They received an advance from Wah Chang in 1949 
of $30,000, in 1950, $24,000, in July 1951 they received $35,000, in Oc- 
tober 1952 ‘they received $4,000. 

Mr. Warren. That doesn’t go back to whether that tin was actually 
in inventory, does it ? 

Mr. Smiru. I don’t know because I don’t know those statements 
that you are referring to. I haven’t analyzed the statement. 

Mr. Warren. The point I am attempting to make is whether or not 
this figure of $225,000 in inventory that is set up in a financial state- 
ment which accompanied the application, the financial statement be- 
ing dated January 31, 1951, whether that $225,000 is correct or incor- 

rect. From the figures that I have avail: able it would be impossible 
for this corporation to have had $225,000 in inventory on that date. 
But if there are other figures available, we want those figures. I will 
hand you a copy of the production figures that was supplied by Gen- 
eral Services Administration, Office of the ( Conmptroller. 

Mr. Smirn. That is right. 

Mr. Warren. Does that statement show from 1949 production that 
the dollar figure was $38,856.80? 

Mr. Suriru. For tin you have $35,163.89. For tungsten—— 
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Mr. Warren. For 1950 the figure was $135,359.71? 

Mr. Smiru. For tin, $5,080.76. 

Mr. Warren. Do you have the dates on which the tin and tungsten 
were sold ? ! 

Mr. Smiru. No. 

Mr. Warren. Do you know whether any of the 1949 production was 
sold prior to January 31,1951? 
ginee Smirn. The 1949 production was sold prior to January 31, 

51% 

Mr. Warren. Yes. 

Mr. Smirn. Yes. They received a $30,000 advance payment on that, 
and in 1950 they received $24,154.92. 

Mr. Warren. What was that in 1950? 

Mr. Smiru. I don’t have the date on that. 

Mr. Warren. But the 1949 production, does that reduce the dollar 
figure for the inventory on the amount that was sold on which they 
received an advance ? 

Mr. Smirn. Yes. That would reduce that $90,000 sum—would be 
reduced by the $50,000. 

Mr. Warren. What figure does that leave for sales? 

Mr. Smiru. That leaves $180,000—that would leave $39,000 of the 
1949 production unsold, and $140,000 of the 1950 production unsold. 
That would leave $189,000. Isee that I am in error. 

Mr. Warren. $189,000 or $179,000 ? 

Mr. Smirn. $179,000. I see that I am in error there in the $213,000. 
T have included 

Mr. Warren. Therefore, the maximum amount of inventory on the 
basis of the selling price was $179,000 as of January 31, 1951? 

Mr. Smirn. That is right. That is the net figure. The value of 
the tin would be a greater amount than that, because these figures re- 
flect a deduction for transportation costs and for processing costs. 

Mr. Warren. That would be required insofar as the inventory too, 
wouldn’t it ? 

Mr. Smirn. Yes, unless 

Mr. Warren. They can’t count freight as inventory ? 

Mr. Smiru. They cannot. 

Mr. Warren. The net amount is what you figure in inventory, cost 
or market ? 

Mr. Smiru. That is true. 

Mr. Warren. This does not necessarily mean that there was $179,- 
000 in inventory, does it? It doesn’t necessarily mean definitely there 
was that much there ? 

Mr. Smiru. No, it does not. 

Mr. Warren. But it does definitely mean there was not $225,000 
inventory there unless the variation in the price of tin was sufficiently 
high when it was sold to amount to the difference ? 

Mr. Smiru. You are correct. 

Mr. Warren. Can you give us the total figures on the funds that 
were put into the business, continuing from where we previously 
started ? 

Mr. Smrrn. In November of 1950 a bill was paid for $45.52. In 
January 1951, January 6, 1951, $10,000 was paid in by Mr. Fischnaller, 
On January 15, 1951, $8,000 was paid in. On April 13, 1951, $2,000 
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was paid in. May 7, 1951, $10,000 was paid in, and on May 18, 1951, 
$10,000 was paid in. 

Mr. Warren. At that point, do the records show that Mr. H. R. 
Fischnaller withdrew $55,000 from this corporation ? 

Mr. Smirx. On January 31, 1951. 

The Vice Cuarrman. Did that take up what he advanced ? 

Mr. Smiru. That just about balances the account as of that date. 

Mr. ma ARREN. That would be between the date of the first applica- 
tion of November 18, 1950, and the date of the second application, 
dated February 14, 1951? 

Mr. Siri. "That is correct. 

The Vice Cuarrman. Then you have another here of May 1, 1951, 
of $1,000, is that correct ? 

Mr. Smiru. That is right. 

The Vice Cuarrman. That balanced it out, I take it? 

Mr. Smirn. I do not have the total there, but it looks as if it fairly 
well balances out at that point. 

Mr. Warren. What about the charge to Mr. H. R. Fischnaller for 
campaign contributions? 

Mr. Smirn. $1,000 on May 31, 1951. That was a journal entry that 
was charged to Mr. Fischnaller that was transferred from the com- 
pany records to Mr. Fischnaller’s personal account. 

Mr. Warren. Then the additional entries? 

Mr. Smirn. June 22, 1951, $800 was paid to Mr. Fischnaller. On 
July 17, 1951, $250 was paid to Mr. Fischnaller. On May 31, 1951, 
there was a jour ‘nal entr y to reverse previous stock entries back in 1949, 
which was credited to the account, of $9,360. On May 31, an additional 
journal entry to pick up expenses was credited to Mr. Fischnaller’s 
account of $4,512.30, comprised of tractors and trucks, $1,375.21, fur- 
niture and fixtures, $115 

Mr. Warren. What is the total amount? 

Mr. Smirn. The total amount of that was $4,512.30. Again on 
May 31 another journal entry was entered on the records crediting 
Mr. Fischnaller with $381.13 for mining equipment, transportation, 
travel, and so forth. May 31, another entry of an advance of $1,000 
was credited to Mr. Fischnaller, the downpayment on that contract. 
May 31, Mr. Fischnaller paid $14,000 on the downpayment on the 
mine property purchase. On May 31, again, a journal entry, Mr. 
Fischnaller was credited with $10,643.97, comprised of payments to 
General Chemical & Refining, freight and transportation, travel and 
miscellaneous. 

On September 30, 1951, expenses were credited to Mr. Fischnaller 
of $1,205.57. October a 1949, Mr. Fischnaller had paid Mrs. Tw my 
on a purchase contract of $7,500. The total advanced was $150,979.83 
and a total of $87,750 was withdrawn, leaving a net balance of 
$63,229.36. 

Mr. Warren. How much would the excess of the $63,229.26 be 
above—I see the $55,000 withdrawal is included in that figure, though, 
isn’t it? 

Mr. Smirn. That is right. That is the net after the $55,000. 

Mr. Warren. Do you know whether Mr. Fischnaller was ever re- 
imbursed for the $14,000 that he paid on the mining property ? 
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Mr. Smirn. From this record, the abstract of the ledger, it would 
indicate that Mr. Fischnaller had never been paid back for the advance 
he made on the mining property. 

Mr. Warren. Is that $14,000 payment the only payment that you 
have ever found that was made by any official of the United States Tin 
Corp., or the aha ation itself in connection with the mine property ? 

Mr. Smiru. That is true. 

Mr. WarreN. Was the amount paid for the mine property $250,000 
Jess some discount for immediate payment ¢ 

Mr. Smiru. That is right, $21,000 discount for anticipated payment. 

Mr. Warren. Then the Government paid the bulk of the money for 
the mine property itself? 

Mr. Sorru. All but the $14,000 was paid out of Government loans. 

Mr. Warren. All of the stock which was issued to the directors was 
not for the property itself but for their option on the property, is that 
correct ¢ 

Mr. Smiru. That is correct. 

Mr. Warren. Did you have occasion to examine the records or do 
you know anything concerning the stock promotion that was carried 
on by this corporation or the directors ¢ 

Mr. Smiru. I examined the company’s stock ledgers. They act as 
the transfer agent in the handling of stock, and they had reported in 
this stock ledger sales of shares of the company’s stock to individuals 
from other individuals holding the stock of some 300 individual stock- 
holders. 

Mr. Warren. That stock was sold by the individuals in the corpora- 
tion. Did any money ever enter into this corporation from the sale 
of stock, with the exception of the $17,000 on the DMEA loan? 

Mr. Smiru. No, those sales were personal sales of their own, and 
none of that money would be recorded in the company books. 

Mr. Warren. Did you find what the price of the stock was or what 
the stock had sold for? 

Mr. Smirn. Only by hearsay. 

Mr. Warren. What was the reported price of the stock ? 

Mr. Smirn. I have heard figures of all the way from $2 to $5 a 
share. 

Mr. Warren. What would, on the basis of the new stock that was 
issued, that be per share ? 

Mr. Smrru. That would be 20 cents to 50 cents a share on the Alaska 
shares. 

Mr. Warren. 20 to 50. On the basis of that, would you say the 
average would be 35 cents? 

Mr. Smirn. That would be a rough average. 

Mr. Warren. On the basis of 35 cents per share average, and on 
the basis of the amount of stock that was sold, what would be the 
total figure that the directors of this corporation derived from stock 
promotion? Did you say approximately 1 million shares were sold, 
or less than that ? 

Mr. Smirn. I think there is somewhat less than 1 million shares 
which have been sold. But. on that basis, why, there would be some 
$350,000 realized from the sale of individual transactions? 

The Vice Cnatrrman. By the stockholders of the corporation ? 
Mr. Smit. That is right. 
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Mr. Warren. Did you make an estimate as to the amount of funds 
that had been ia ived from the sale of stock at any time ¢ 

Mr. Smiru. No, not in total. 

Mr. Warren. Will you state what the management contract with 
Mr. Kenneth J. Kadow, dated April 1, 1951, provided ? Did it pro- 
vide for consideration of $9,000 per year, plus 3,000 shares of stock, 
plus 3 percent of their earnings before taxes ? 

Mr. Smirn. That is right. 

Mr. Warren. Was Mr. Kadow given an option to purchase stock 
at, $3 per share up to 20,000 shares ? 

Mr. Smiru. That is correct. 

Mr. Warren. Do you know whether he exercised the option ? 

Mr. Smrrn. That was used to comply with the provisions of sup- 
plying the 10 percent on the DMEA loan. Yes, he purchased 

Mr. Warren. That option thereafter became a contract for that 
DMEA loan, did it not? Wasn’t he to supply $20,000 plus $2,260 ad- 
rag if needed ¢ 

Mr. Smirn. Yes, $20,000 from the option shares, and $2,000, $2,600 
if it was necessary to go to the full amount of the loan. 

Mr. Warren. Do you know whether he ever paid to the company 
the entire amount called for in that contract ? 

Mr. Smirn. My audit ended September 30, 1953, and at that time 
he had only paid in the $17,000, which was ample to cover the 10 per- 
cent provision of the loan at that time. 

Mr. Warren. Did the Mortenson housing group have an interest in 
the salary that Kenneth J. Kadow received from the United States 
Tin Corp.? 

Mr. Sauirn. I only know this indirectly, yes, they did. 

Mr. Warren. What was that percentage ? 

The Vice CHarrman. I am sorry. There is a vote in the House. 
I will have togo. The Banking and Currency Committee in the House 
is going to meet tomorrow morning and Thursday morning. I will 
have to be there, unless we had a room right next door to the Banking 
and Currency Committee in the House Office Building. 

This afternoon the housing conference committee meets, and tomor- 
row they meet at 2 o’clock. You gentlemen, as far as fixing another 
meeting, will have to see what you can work out. 

Mr. Prerce. Tomorrow is out because you have a housing meeting in 
the morning and in the afternoon. 

The Vice CHarrmMan. We have a Banking and Currency meeting in 
the morning and a Banking and Currency meeting Thursday morning, 
and a housing conference this afternoon at 2 o’clock and tomorrow at 
2 o'clock. 

Mr. Pierce. If we can get a conference room close to your Banking 
and Currency Committee room, could you work with us then ? 

The Vice Cuarrman. I will try to, but it is in and out. It would 
be an in-and-out thing. 

Mr. Pierce. What do you suggest ? 

The Vice Cuarrman. If you could get a room right next to the 
Banking and Currency room, and there are a couple of committee 
rooms there, the Interstate and Foreign Commerce is right next door, 
it might work out. In other words, Mr. Brown and I want to be where 
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we can get into the committee on anything. I think there are four 
bills. 

To tell you the truth, I don’t know whether it is an executive com- 
mittee meeting or not. I was in the office about a half hour yesterday, 
as you know, after we left here, and I just sort of noticed very hur- 
riedly. There is a vote now and I will have to go. We will have to 
recess. 

Mr. Prerce. We will see what we can work out and advise you and 
the witnesses. 

The Vice Cuarrman. Are you nearly through with Mr. Smith or 
not? Will you want him back? 

Mr. Warren. We will need him back fora short time. We will have 
to review it and see just how much more time will be required. 

The Vict Cuarrman. Thank you very much, but I can’t stop the 
rolleall. 

(Whereupon at 12:1 
call of the chairman. ) 


= 
‘ 


p. m., the committee recessed to meet at the 
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(Progress Report No. 28—United States Tin Corp. Loan) 


WEDNESDAY, JULY 14, 1954 


Unrrep Srares Conaress, 
Joint COMMITTEE ON DEFENSE PRODUCTION, 
Washington, D.C: 

The joint committee met, pursuant to recess at 10:45 a. m., in room 
1302, New House Office Building, Representative Ralph A. Gamble 
(vice chairman), presiding. 

Present: Representatives Gamble and Brown of Georgia. 

Also present: Harold J. Warren, general counsel; Allen E. Pierce, 
staff director, and Carmine Bellino, accounting consultant. 

The Vice Cuairman. Mr. Counsel, I am sorry I am late. I have a 
Banking and Currency Committee meeting this morning and »ne to- 
morrow, and Housing all afternoon. There is no peace. You can’t 
be in 2 places at 1 time. 

Mr. Warren. Mr. Chairman, Mr. Carmine Bellino was making an 
investigation, I believe, at the time Mr. Smith made his audit. and I 
suggest that he be sworn in case there are some points he might 
testify to in connection with Mr. Smith’s testimony. 

The Vice Cuairman. Do you solemnly swear the testimony you are 
about to give will be the truth, the whole truth, and nothing but the 


truth, so help you God? 
TESTIMONY OF CARMINE BELLINO, ACCOUNTING CONSULTANT 
Mr. Betit1no. I do. 


Mr. Warren. Mr. Bellino, you might tell us a little about your past 
Are you a certified public accountant ? 

Mr. Betxurno. Yes, sir. 

Mr. Warren. Were you with the Federal Bureau of Investigation 
for a number of years? 

Mr. Betxurno. I was with the Federal Bureau of Investigation for 
11 years, 514 of which I was administrative assistant to Mr. Hoover 
and in charge of all the special agent accountants working the ac- 
counting cases in the field. 

Mr. Warren. Mr. Smith, yesterday you testified with respect to a 
directors meeting in which was authorized the issuance of stock for 
services rendered. In checking the record I fail to find the date of 
that directors meeting. Would you set forth the date of that directors 
meeting and identitfy the issuance of the stock again for the record ¢ 
363 








364 DEFENSE PRODUCTION ACT 


TESTIMONY OF CLIFFORD SMITH, AUDIT DIVISION, WESTERN 
BRANCH, GENERAL SERVICES ADMINISTRATION—Resumed 


Mr. Smirn. I have here under date of April 15, 1949-——— 

The Vice CuarrMan, April, you say ? 

Mr. Smirn. April 15, 1949, Fred Loomis, 7,500 shares, Henry : 
Schaefer, 7,500 shares. Under date of November 11, 1949, W. L. Gib- 
bon, 7,500 shares and H. C. Rohrbach, 3,000 shares. Then again 
under the minutes of June 29, 1951, there were 

Mr. Warren. Is that June 29 or May 29? 

Mr. Smirn. The directors meeting was May 29. 

Mr. Warren. What transpired at that directors meeting? 

Mr. Smirn. Au issuance of 3,500 shares were given to Irvin Hoff, 
3,500 shares to Kirby Billingsley, and 500 shares to Ann Sanders 

Mr. Warren. What was the purpose of the issuance of the stock ¢ 

Mr. Smiru. That was recorded as, for services rendered. 

Mr. Warren. Of the people that you have named, will you state 
what persons were associated with this company in some capacity ? 

Mr. Smiru. I believe that Fred Loomis was associated as treasurer 
at that time. I can’t say for sure. W. L. Gibbon was the attorney. 
That was all that had a direct interest. 

Mr. Warren. In checking the records of the United States Tin 
Corp., can you supply any further information as to what services 
were rendered through correspondence, conversations, or otherwise ? 

Mr. Smiru. No, I cannot. 

Mr. Warren. Do you have any further information on this point, 
Mr. Bellino? 

Mr. Bextxurno. In connection with the services rendered, the only 
services that could have been entered to be properly issuable to them 
would be services in behalf of the corporation, either in the attempt to 
get loans from the Government, in which Billingsley and Irvin Hoff 
appeared to have been interested and active, or in forming the cor- 
poration in its early stages. ° 

Mr. Warren. As to the 8,500 shares of stock that was issued to Mr. 
Kenneth J. Kadow, will you state the date of that, Mr. Smith? 

Mr. Smiru. I have that date as of September 30, 1951. 

Mr. Warren. Was that the date of the authorization or the issu- 
ance ? 

Mr. Smirn. That might be the date of the entry in the records. 

Mr. Warren. I believe you testified that you did not know the day 
on which it was actually issued ; is that correct ? 

Mr. Smiru. I do not believe that I have a record of that, that is 
right. 

The Vick CHarrMan. What was that issued for, sir? 

Mr. Smirn. For the execution of an employment contract. 

The Vice Cuarrman. They paid him for signing the contract with 
themselves under which he got $1,500 a month; is that about it? 

Mr. Smiru. So it would appear. 

The Vice Cuarrman. It is somewhat in the way of high finance, I 
would say. 

Mr. Beturno. In that connection, Mr. Smith may possibly recall 
at the time I visited the United States Tin a office, and I might ex- 
plain, Mr. Chairman, that Mr. Smith awaited my arrival in Seattle, 
Wash., under instructions from his office inasmuch as my investiga- 
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tion of activities in Alaska for the Department of the Interior ap- 
peared to indicate that Mr. Kadow was involved in some type of activ- 
ity, and obviously when we observed the United States Tin Corp., 
that he was president of that, we were interested in knowing just what 
his activities were. He was given instruction to await my arrival so 
that I could brief him with whatever information we had at that time 
so that Mr. Smith could be alerted and look for any irregularities in 
the books of the corporation. 

It would be his job to look at the books of the corporation. 

One morning I visited the United States Tin offices and met Mr. 
Smith in the office, and he may recall possibly that the auditor of 
Rankin and Stokes had the minutes, at least, the particular minutes 
dated about May 17, 1951, which stated therein that the directors had 
agreed to give 8,500 shares of stock to Mr. Kadow for his execution of 
an employment contract with them, That is dated about May 17, 1951. 

Apparently, when Mr. Smith went through the minutes, which were 
in the office of Mr. Gibbon, where he made all these notations of the 
minutes, that does not appear here, and it might be because the audi 
tors had the minutes. That is the reason Mr. Smith does not have 
that particular notation in his minutes at this time. In other words, 
we had looked at it separately 

The Vice Cuarrman. There is no question but what stock was 
issued, however ? 

Mr. Bextirno. The only question, Mr. Chairman, that arises is when 
it was actually issued, because as we will show later through some of 
the correspondence there is a question of a saving in taxes. They were 
looking into the possible way of saving taxes. So there is a question 
to some extent as to whether he did get all 8,500 shares of stock when 
the books say he got these shares of the stock. 

Mr. Warren. Mr. Bellino, I will ask you this question: Wasn't 
there an outstanding contract at this particular time that there would 
be no salaries paid to officers? 

Mr. Beurno. Yes, sir. Well, I believe it was in May 1951 that I 
think the agreement went into effect, Amendment No. 2, which I think 
spelled out insofar as no salary payments would be made without the 
approval of GSA. I am not real certain as to where that agreement 
may have existed with the bank. At any rate, it is my definite under- 
standing that no salaries were to be paid as long as there was an obli- 
gation to the Government without approval of the Government. 

The Vice CuarrMan. Were any salaries paid ? 

Mr. Be.i1no. Mr. Kadow attempted at one point to get a salary, 
and it was caught by the auditors. In other words, he put the salary 
in his expense account, but the auditor’s letter indicated they objected 
to it and it was taken out. As far as we know, no salary was paid to 
Mr. Kadow until 1952, October 1952. 

Mr. Warren. Mr. Smith, when did you learn that the board of di- 
rectors had taken action to approve Mr. Kadow’s appointment at the 
December 18, 1950, meeting ? 

Mr. Smiru. You say, when did I learn that? 

Mr. Warren. Yes. 

Mr. Smit. When I made an abstract of the minutes. 

Mr. Warren. On what date was that ? 

Mr. Smrrn. It was sometime during the period of my audit, some- 
time between October 8, 1953, and November 25, 1953. I do not re- 
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call the exact date that I went to the attorney’s office to review the 
minutes. 

Mr. Warren. Did you make this a part of your audit report? 

Mr. Siru. I do not believe there is a reference to that in the audit 
report. 

Mr. Warren. Why didn’t you make it a part of the report? 

Mr. Smirn. That is not customarily a part of the audit report by 
the action that has been taken both by the board of directors and the 
approval given by the stockholders at recognized meetings of the 
incorporation 

Mr. Warren. Didn’t this violate a contract between the General 
Services Administration and the United States Tin Corp. ? 

Mr. Smiru. I could not say. 

Mr. Warren. Is it your duty in connection with contracts to deter- 
mine or report in your auditor’s report that there is a violation in the 
contract if you find it? 

Mr. Smirn. That is correct, sir. 

Mz. Warren. Did you report this matter to your superiors or any- 
one? 

Mr. Smiru. A draft of my report was forwarded to the Washington 
office of the Audit Division together with my working papers 

Mr. Warren. But this was not in the report? Was it in the work- 
ing papers ? 

fr. Smiru. It was in the working papers which were reviewed in 
this office, and if they determine that I have eliminated anything or 
omitted anything in my report of import, they then insert that into 
the released report. 

Mr. Warren. This was in your working papers but it was not in the 
report that you submitted, is that correct ? 

Mr. Smrru. That is right. 

Mr. Warren. Are your working papers available? 

Mr. Smiru. Yes, sir. 

Mr. Warren. Who would receive the report which you submitted, 
the Comptroller ? 

Mr. Smiru. The report would be transmitted from our office in San 
Francisco to the Washington office, to Mr. Grey, the Assistant Comp- 
troller, Audit Manager of this office. ; 

Mr. Warren. Does he make use of your working papers in any way 
in writing his report or only make use of your report 

Mr. Soirn. No, the people in the office that review the report re- 
view them in conjunction with the working papers for that purpose 
specifically, to see that nothing is eliminated that should be included in 
the report. : 

Mr. Warren. Mr. Smith, in connection with the production figures 
which I made reference to yesterday, those production figures were re- 
viewed by you at the General Services Administration in Washington 
to which you referred, is that correct? These were not your find- 
ings in your investigation that you referred to in your auditor’s report ? 

Mr. Smirn. That is right. They were reviewed subsequently. 

Mr. Warren. What kind of production records did you find in mak- 
ing an investigation ? ; 

Mr. Smrru. I found at the mine itself little or no production records. 
At the Seattle office the records were not in any condition that one 
would be able to determine adequate figures from them. 
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Mr. Warren. So, actually there would be no production records 
that would be available to tell you anything t» put in an auditor’s re- 
port, would there? 

Mr. Smrrn. That is right. 

Mr. Warren. The production figures that were referred to yester- 
day, do you know how those were arrived at ? 

Mr. Smirn. I arrived at those figures from what records and docu- 
ments that I was able to find in the office, both at the mine and the 
Seattle office— 

Mr. Warren. I mean, the production figures that were used yester- 
day, the ones that I had asked you to get after you arrived in Wash- 
ington to determine whether or not this inventory was on hand. These 
were production figures in the office in Washington, were they not? 

Mr. Smirn. I did not understand that. I reviewed those through 
my work papers. That would be the only source of information that 
we would have on any production figures, in our office either here or in 
San Francisco—— 

Mr. Warren. From your examination in conducting your investi- 
gation, you were unable to find any production records that actually 
set forth the production, is that right ? 

Mr. Smiru. Let’s say that accurately set forth their production. 

Mr. Warren. Will you state what you found in connection with 
the stock option with Mr. H. R. Fischnaller? Has he had an out- 
standing option to purchase stock ¢ 

Mr. Smiru. Yes, he has had an option for a considerable time out- 
standing, which I believe the original authorization was for 75,000 
shares. 

Mr. Warren. Was that option exercised or what is the status of it 
at the present time ? 

Mr. Smiru. At the present time, it is now under the Alaskan cor- 
porate shares. The option is 725,000 shares. I believe that he has 
released 25,000 shares under his option. 

Mr. Warren. Do you have anything on that, Mr. Bellino? 

Mr. Beturno. Yes, sir. 

Mr. Warren. Will you state what it is? 

Mr. Betir1no. In a letter believed to be written by Harry Fisch- 
naller to Bob—who I believe might be his son—he says as follows: 

This is dated November 21, 1951— 

I tried to get stock for the approximately $64,000 that the company owes me, 
but the directors thought that that account should not be disbursed until after 

the first of the year. It seemed better taxwise as well. I will at the first op 
portunity take stock under an option that I hold for the amount due me, plus 
an additional amount as my cash permits. 

What happened after that, I do not know. Mr. Smith may have 
found something or may not have found something. But we do know 
there was 75,000 shares of stock which Mr. Fischnaller has controlled 
as an option which he could have sold at any time, and he got that 
apparently in lieu of this obligation of $64,000 or $68,000 which was 
testified to. 

Mr. Warren. Do you have anything further on that, Mr. Smith? 

Mr. Sarr. Yes, at a directors’ meeting on May 26, 1949, Mr. Fisch- 
naller was given an option of 75,000 shares, running until December 
31, 1951, to purchase those shares at a dollar. That option has sub- 
sequently been extended year by year until I believe the last date was 
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in December of 1953. I don’t know whether an extension has been 
granted since then or not. But that was prior to any obligation of 
Mr. Fischnaller on the books. I don’t think we could connect it with 
the two. The stock option was given prior to his investment of any 
loans to the corporation. 

Mr. Warren. What was the stock option given for ? 

Mr. Smiru. There is no explanation in the minutes to explain why 
that was given. I don’t know. 

Mr. Warren. Do you know whether or not it was given for money 
he had advanced to the company or would advance ? 

Mr. Smirn. That can only be an assumption. I do not know of any- 
thing to base that. on. 

Mr. Warren. I would like to ask you, Mr. Smith, as to what hap- 
pened to all of the outstanding liabilities of United States Tin Corp. 
that existed at the time the application was filed for a loan. Have 
these later shown up in the records of the company ? 

Mr. Sarru. I think, yes, that all existing labilities have subse- 
quently at one time or another been recorded and liquidated in some 
manner. 

Mr. Warren. Were you able to check these liabilities that were re- 
corded by canceled check or otherwise to determine the accuracy of 
those entries ? 

Mr. Smiru. Yes, sir, I was able to do that. 

Mr. Warren. Is it not a fact that there were many liabilities out- 
standing on January 31, 1951, that were not set forth in that January 
31, 1951, financial statement that was filed with the application ? 

Mr. Smiru. In Touche, Niven, Bailey & Smart’s report of early 
1951 I believe they made an attempt to locate and record all existing 
liabilities. So that they were recorded subsequently to January 31, 
1951. 

Mr. Warren. These same liabilities were not set forth in the finan- 
cial statement to which I referred, were they, January 31, 1951? 

Mr. Smirn. I could not answer that. I am not familiar enough 
with that statement. I have never analyzed it. 

Mr. Warren. Would you state whether that is correct, Mr. Bellino? 

Mr. Beti1no. Mr. Counsel, there is no question but there were un- 
reported liabilities on statements which were submitted to the Govern- 
ment, and I think if the auditor were to be asked to just check his 
notes, he could furnish you a detailed list of the liabilities that were 
put on the books after the Government was advancing the money to 
them so that they could get the money out and pay those liabilities 
which had been incurred long before the operation began in 1951. 

The Vice Cuarrman. Where would those records be? 

Mr. Berio. Scattered in various places, or obligations that were 
just allegedly pending. 

The Vice ‘Chanmaesg: 1n. Done purposely to make the balance sheet 
better ? 

Mr. Betx1no. They were not reported on the books of the corpora- 
tion. The books were in a complete chaos. 

Mr. Warren. Would that show that the corporation was in better 
condition than its actual condition ? 

Mr. Betirno. Obviously, it would. If you don’t show all your 
liabilities, it naturally means you are financially much better off. 
Mr. Warren. Do you know of any assets they failed to show ? 
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Mr. Bexurno. There has always been a question in my mind as to 
inventory, whether they had inventory or could account for the in- 
ventory, or whether some of the inventory is being dissipated and 
sold and the money going into the pockets of the promoters. 

Mr. Warren. Can you ‘account for the 90-ton figure in the financial 
statement of January 31, 1951, and the 50-ton figure which appears in 
the files of the General Services Administration ¢ 

Mr. Beturno. That is what I was hoping the auditor could explain. 
You see 90 tons in 1 place and 50 in another. What happened to the 
40 tons? Apparently because of inadequate records, no records were 
shown on production. Mr. Smith and I discussed the matter, and 
he was going to start from the mine, take what inventory was at the 
mine on a particular date. Get the production at the mine. Deter- 
mine what shipments were made. Determine what sales were made, 
and then see what inventories there were at the end, and when he got 
through he said, “You just can’t do it that way. The records are com- 
pletely inadequate for that purpose.” 

Mr. Warren. Mr. Smith, will you clarify the statement that you 
made yesterday as to the records in the Seattle office being adequate ? 
You did not intend that statement, did you? Did you correct that 
statement ? 

Mr. Smrru. I do not recall, but I don’t think that I ever made the 
statement that the records were adequate. 

Mr. Warren. You meant that you thought they were attempting to 
get records that would be accurate, was that the substance of your 
statement ? 

Mr. Sorrn. I recall what you were referring to now. That was in 
my survey that I made in November 1952, at which time we reviewed 
the proposed setup of their accounting system, which I determined at 
that time would be adequate to take care of the operation. 

Mr. Warren. I would like to read from the letter dated January 15, 
1954, forwarded to P. W. Jordan and signed by Rankin & Stokes. 
Those were the auditors of United States Tin Corp., were they not? 

Mr. Smirn. Yes. 

Mr. Warren. You can read that. That indicates that they didn’t 
know what was in the inventory, doesn’t it ? 

Mr. Smirn. That is true. 

Mr. Warren. Will you set forth what the auditor’s reports stated 
prior to the time that you made your investigation, Mr. Smith ¢ 

Mr. Smrru. The first audit report of Touche, Nevin, Bailey & 
Smart—what was the date? 

Mr. Warren. November 23, 1951, was that the date of it? 

Mr. Soiru. I do not have the date of that report. Yes, that was 
November 9, 1951. That report does not render an opinion at all in 
any manner as they state that they were unable to reconstruct the ac- 
counts or records of the organization to the extent that they would 
be in a position to render an opinion. 

Mr. Warren. That was their own auditors? 

Mr. Smirn. That was their own auditors at that time. 

Mr. Warren. Is this the firm of auditors that were fired by the 
company ¢ 

Mr. Smiru. I don’t know whether they were fired. They weren’t 
reengaged for the next audit. 
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Mr. Warren. In the September 30, 1952, report, that was prepared 
by Rankin & Stokes, I believe, is that correct, certified public 
accountants ¢ 

Mr. Smirn. That is right. 

Mr. Warren. Were Rankin & Stokes unable to verify the com- 
pany’s weights and assays of tin and tungsten concentrate ? 

Mr. Smiru. They qualified their statement as of that date for that 
particular reason, as to inventories of materials and supplies, inven- 
tories of concentrates, and for the distribution of the supplies used in 
operations because of the state of the inventory they were unable to 
certify an opinion as to the exact expenses, both as they pertained to 
cost and to their capitalization, for capital assets. 

Mr. Warren. In the March 31, 1953, report of Rankin & Stokes, 
certified public accountants, was GSA again advised that these audi- 
tors were unable to render an opinion regarding inventories? 

Mr. Smiru. The same qualifications continued forward into that 
statement almost in exact detail as they were in prior reports. 

Mr. Warren. Does the March 31, 1953, auditor’s report, that is, 
your report, and previous auditors’ reports state that some of the sup- 
plies of Government agencies are not identifiable as such and may be 
included in the United States Tin Corp.’s inventory ? 

Mr. Smiru. That is true. That statement states there was a com- 
mingling of inventory with other agencies. They were used by either 
party. So they did not know the exact determination of either 
inventory. 

The Vice CuatrmMan. Such as what things, for instance ? 

Mr. Smirn. I believe it was construction material mainly for road 
construction and bridge building. I think that was the type of mate- 
rial that was included in the inventory of both the agencies and the 
corporation. 

Mr. Warren. Mr. Chairman, at that point I would like to include 
in the record a letter dated February 17, 1954, signed by Mr. Johnston 
Russell. 

The Vice Cuarrman. What date ? 

Mr. Warren. February 17, 1954, signed by Mr. Johnston Russell, 
addressed to the United States Tin Corp., in which this same type 
thing is again pointed out, numerous instances of it. The last para- 
graph states: 

There deficiencies are all of such long standing that it can be supposed the 
management of the company is aware of their existence. Accordingly, you are 
requested immediately to advise us of the action taken and the action contem- 
plated to the same end. You are also requested to advise us when you expect 


to have completed all actions necessary to remedy these defects in financial 
management. 

The Vice Cuarrman. It looks as if they just didn’t intend to. 

Mr. Warren. Yes, sir. I think it continued over a period of years. 

The Vice Cuarrman. If somebody had been on the job, they would 
have been made to have done it. 

Mr. Warren. Mr. Smith, your audit covered the period from March 
23, 1951, to September 30, 1953, is that correct ? 

Mr. Soirn. Yes. 

Mr. Warren. And the date of the inception of the contract? 
Mr. Smirn. That is right. 
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Mr. Warren. In connection with the 25-ton mill, did you find out 
that a 100-ton mill had been installed when you were there? 

Mr. Surrn. Yes, sir, I did. : 

_ Mr. Warren. Did you point that out in your auditor's report as be- 
ing a violation of the contract ? 

Mr. Smiru. Not specifically as a violation of the contract because 
of the increase in the amount of production.to be purchased under 
amendment 2, I felt was a tacit authorization of the increase in size of 
the mill, but nevertheless I did point out the fact in my report that a 
100-ton mill had been constructed instead of a 25-ton mill. 

Mr. Warren. Did Mr. Kadow or any party connected with the 
United States Tin Corp. ever discuss this 100-ton mill with you ? 

Mr. Smirn. Yes. Various officials of the company had discussed 
the reason behind the change from the 25-ton 

Mr. Warren. Did they tell you a meeting was held in Seattle in 
which this determination was made by the Bureau of Mines personnel 
and United States Tin Corp. officials? 

Mr. Smirn. I do not recall any reference to a meeting held in that 
respect. 

Mr. Warren. Did you ever talk to Mr. Lorain about this 100-ton 
mill? 

Mr. Smirn. I have never met Mr. Lorain. 

Mr. Warren. What did they tell you the reason was that this 100- 
ton mill was installed ? 

Mr. Smrru. For more efficient operation, for a better opportunity to 
recover the amount of investment made by the Government in a 
shorter period of time. 

Mr. Warren. You couldn’t have a less efficient operation, could you ? 

Mr. Smrru. It appears so now. 

The Vice Cuarrman. It didn’t shorten the liability of the Govern- 
ment any, did it, so far? 

Mr. Smrru. No, because of intervening things that conspired to up- 
set their program, lack of water, and so forth, that delayed their get- 
ting into production was the main reason for the delay in realizing 
any return on the investment. 

The Vice Cuarman. I just want to get clear on one thing. You 
testified yesterday about the actions of the board of directors. I think 
vou said it was December 1950 when they approved an agreement or a 
contract with Kadow. Have you got the notes on that? 

Mr. Smrru. Yes, I have reviewed those notes, Mr. Chairman, and 
the board of directors meeting was held December 18, 1950, the stock- 
holders meeting was held January 10, 1951. 

The Vick Cuamman. I just wanted to get it clear. That was a writ- 
ten contract, was it? 

Mr. Smrrx. Yes, sir. 

The Vice Cuarrman. Do you have the terms of it there? 

Mr. Smiru. Yes, sir, I have those. 

The Vice Cuatrman. I don’t want to backtrack on this, but I want 
to get clear in my mind. 

Mr. Smirn. The directors’ meeting on January 10, 1951, approved— 
this is correct—this should be stockholders meeting approved employ- 
ment contract with Mr. Kadow to be general manager and elected vice 
president for 3 years. Agreement to be dated April 1, 1951. C onsid- 
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eration was $9,000 per year, plus 3,000 shares of stock, plus 3 percent of 
earnings before taxes after the first $300,000. 

The Vice Cuarrman. Three years, you say ? 

Mr. Smirx. That is correct. 

The Vice Cuarrman. Has that contract been later amended ? 

Mr. Smirn. Yes, I believe that is true. 

The Vice Cuarrman. In what particular, sir? 

Mr. Smiru. I do not recall right off what the terms of the amended 
employment contract were. I think I have them somewhere in my 
records. 

Mr. Warren. Do you have that information, Mr. Bellino? 

Mr. Bexurno. I don’t have the actual terms, but it was extended to 
10 years. In other words, he has a contract with the corporation for 
a 10-year period. 

Mr. Smiru. Thatis correct. I recall that. 

Mr. Warren. Mr. Smith, do I correctly understand from the fig- 
ures on page 3 of your report that for the period from June 1, 1951, 
to September 30, 1953, the disbursements were $2,347,490.58 in excess 
of the receipts from the sale of concentrates ? 

Mr. Smiru. That is correct. 

Mr. Warren. The figures set forth on page 4 of your auditor’s re- 
ort set forth $32,234.03 as the amount having been expended on 
uildings, and $95,978.86 on the water system ? 

Mr. Smiru. That is correct. 

Mr. Warren. This was quite an expenditure for something that 

was reported to be adequate in the application, was it not? 

Mr. Smiru. That is, yes, quite an expenditure. 

The Vice Cuarrman. What was the $96,000 figure ? 

Mr. Warren. At that point there had been $95,978.86 expended on 
the water system but the water system had not been completed at that 
time; is that correct ? 

Mr. Smrru. That is right. In a late amendment there had been an 
estimate of $115,000; I believe, set aside to improve the water system. 

Mr. Warren. Did amendment No. 2 of the contract between GSA 
and the United States Tin Corp. provide for the use of four special 
bank accounts? That is on page 5 of your report. 

Mr. Smrru. You say, did these amendments ? 

Mr. Warren. Did amendment No. 2 of the contract between GSA 
and the United States Tin Corp. provide for the use of four special 
bank accounts ? 

Mr. Smrrx. I do not believe they authorized four special bank 
accounts. 

Mr. Warren. How many bank accounts were authorized ¢ 

Mr. Smrrn. They were to segregate and set up separate bank ac- 
counts for each source of funds. 

Mr. Warren. There were not to be four sources? 

Mr. Smirnu. That is true, there are four sources. 

Mr. Warren. There would have been four special bank accounts? 
They might not have been in 4 banks but there would have been 4 
special bank accounts ? 

Mr. Smirn. That is right. 

Mr. Warren. Did amendment No. 2 state that the record of dis- 
bursements for each special account should be kept separately ? 

Mr. Smiru. Yes, sir. 
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Mr. Warren. Did the United States Tin Corp. follow these pro- 
visions of the contract ? 

Mr. Smirn. No, sir, they did not. 

Mr. Warren. Will you set forth the manner in which these accounts 
were to be handled under the contract and the manner in which these 
accounts were actually handled ? 

Mr. Smrrn. Yes, the money was to be deposited in a separate ac- 
count, and all expenditures from that account recorded separately in 
order to make the proper reports under each fund. All funds were 
deposited in 1 account with transfers to other bank accounts, to another 
bank account in Seattle and to 2 bank accounts in Alaska, 1 for payroll 
and 1 for the purchase of supplies. The recordings of the disburse- 
ments were recorded in one central place with a very difficult determi- 
nation of how much was spent out of each fund. 

Mr. Warren. These bank accounts became so confused that the dis- 
tinction was not carried out ; is that correct ? 

Mr. Smirn. That is correct. 

Mr. Warren. Mr. Bellino, do you have something on that ? 

Mr. Bextino. In connection with the opening of one bank account, 
I would like to read a letter in Mr. Kadow’s own handwriting. I will 
read a portion of it. 

Mr. Warren. What is the date? 

Mr. Bextiino. September 18, 1951. It is to Harry, Fred, et al. 

The Vice CuHarrMAN. Who were they ? 

Mr. Beuiino. Harry was Mr. Fischnaller, Fred was Fred Loomis, 
and “et al.” is any other person at the U nited States Tin office at 
Seattle. 

By the way, I don’t remember if I asked Caudill— 


that is the bookkeeper up at the mine—— 

Mr. Warren. Did this letter come out of Mr. Kadow’s files? 

Mr. Beturno, This is from Mr. Kadow’s file, yes, sir, rather I should 
say this is from the United States Tin file, United States Tin office. 

By the way, I don’t remember if I asked Caudill to have you and the other 
members of the board O. K, Paul— 


that is Paul Sorensen, the superintendent— 

and me to write checks against the new account at the Nome bank called United 
States Tin Corp. special. This account is the one I am using to finance all the 
things Iam doing. I need lots of leeway and not too many people in possession of 
all the details. When I get through this fall I will have everything done I set 
out to do and I hope a little more left over. 

Mr. Warren. Mr. Smith, was there a wide variance in the United 
States Tin Corp.’s original estimated cost and their actual expendi- 
tures ¢ 

Mr. Smirn. There was considerable variance. 

Mr. Warren. Will you state the amount from page 5 of your apent 
which had been expended on buildings as of September 30, 1953, 
compared with the estimated costs of the United States Tin Corp. ¢ 

Mr. Smiru. Estimated expenditures for buildings and equipment 
was approximately $158,000 and the actual expenditures to Septem- 
ber 30, 1953, amounted to $235,000, 

Mr. Warren. Where would these additional funds come from, out 
of some other account ? 
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Mr. Smirn. Out of the general account. They would of necessity 
have to sacrifice some other portion of the program in order to in- 
crease the expenditures under the building and equipment portion of 
the program. 

Mr. Warren. Were you able to accurately establish the cost of 
operations ¢ 

Mr. Smirn. Yes, sir. 

Mr. Warren. Your report on page 6 says you were not, I believe? 

Mr. SmirH. You mean, the cost of production, I assume ? 

Mr. Warren. Yes. 

Mr. Smrrn. No, I was not able to determine the cost of production 
because of the manner in which the allocations between the different 
programs was carried out, and the manner in which the inventory of 
supplies was charged to expenses, it was impossible to determine the 
actual cost of operation. 

Mr. Warren. You state that allocations were made on an arbitrary 
basis by the mine superintendent in your report. 

Mr. Smiru. In some cases, they were arbitrary; in some cases they 
were approximations; and in some cases they used what means and 
methods they could to determine an accurate allocation. 

Mr. Warren. Do you also state that expenses between the develop- 
ment and exploration operations also were allocated on an arbitrary 
basis ? 

Mr. Smiru. They were allocated in the same manner. 

Mr. Warren. Did you find that the Juneau office was operated 
jointly by the United States Tin Corp. and for the personai business 
of Mr. Kenneth J. Kadow? 

Mr. Smiru. That is correct. 

The Vice CHarrMan. What office was that ? 

Mr. Warren. The Juneau office. How far was this office from the 
mine and how far was it from Seattle? 

Mr. Sairn. I will have to give you approximations on that. I 
would say around 2,000 miles from the mill and 1,500 miles from San 
Francisco, 

Mr. Warren. Do you know of any excuse for this office having been 
established there insofar as the United States Tin Corp. was con- 
cerned ? 

Mr. Smiru. It does not seem feasible that the office in Juneau played 
a particularly important part in the operation. 

Mr. Warren. Did the General Services Administration find that 
this office served no useful purpose and close it ? 

Mr. Smiru. Not to my knowledge has it ever been done. 

Mr. Warren. But you don’t know as to whether that oflice has 
been closed or not, of your own knowledge? 

Mr. Smiru. There has been some talk there would be a change in 
the office setup. I don’t know if that has been carried out. 

Mr. Warren. With Mr. Kadow no longer president, the office 
would not be operated by United States Tin since it is his personal 
office now, I assume ? 

Mr Smiru. That is correct. 

Mr. Warren. Did you find 75 percent of the rent was paid by the 
United States Tin Corp. 

Mr. Smiru. That was the allocation that they set up to divide the 
expenses of that office, 75 percent and 25 percent, based on an inter- 
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pretation of the amount of time that Mr. Kadow spent on each ac- 
tivity. 

Mr. Warren. Do you know how much time Mr. Kenneth J. Kadow 
spent on the business of the United States Tin Cor p.? 

Mr. Sairu. I had no way of determining. 

Mr. Warren. Did the General Services Administration have any 

way of determining that ? j 

Mr. Smrru. We would just have to accept the word of the officials 
of the company on that. 

Mr. Warren. Did the contract between the United States Tin 
Corp. and Mr. Kenneth J. Kadow provide he spend any amount of 
time on United States Tin Corp. business ? 

Mr. Somirn. It made no specific reference to the amount of time. 

Mr. Warren. He could spend whatever amount of time he wanted 
to according to the contract ? 

Mr. Smirn. That is true. 

The Vice Cuatrman. What is his other business or businesses ? 

Mr. Warren. Will you state what is other businesses were, Mr. 
Smith ? 

Mr. Smiru. I do not accurately know what his business was. His 
office was known as the Alaska Consultant & Development Co. I 
believe it was in connection with naa estate promotions and like na- 
ture in Alaska. 

Mr. Warren. Did his stationery also set forth that he was an in- 
vestment counselor ? 

Mr. Soiru. I believe that is true. 

Mr. Warren. Do you have anything further on that, Mr. Bellino? 

Mr. Beturno. In that connection, at the time he left the Govern- 
ment service and began to officially work for the United States Tin 
he was also interested in a housing development up in Fairbanks, 
Alaska, and later in a housing development at Anchorage, Alaska, 
and various other companies that he guided, created and helped dur- 
ing the time that he was working for the Department of the Inte- 
rior. One particular one, the West Juneau Co., was started before he 
went there, but he continued to help them in getting housing, and so 
forth, in the alleged development of Alaska. In July of 1951 he re- 
ceived a check from that company for $4,200 for services rendered. 
He had left the Government March 15 and in July he got $4,200 from 
the Juneau Co. So there isa situation in which he must have had some 
interest before. He had various ventures. It would take some time, 
I think, to tell the story, but we will bring that out. 

Mr. Warren. While you were in his office did he carry on business 
in many other ventures and talk to many people about various things? 

Mr. Betuino. Yes. People would come up to him with problems 
about investment, housing, and so forth. He was always busy. He 
is a very, very hard worker. He takes on any job and will work day 
and night. He had numerous ventures that he was interested in in 
some way or helping in other ways. 

I might mention, Mr. Counsel, just one point that you questioned 
Mr. Smith on with regard to charges and the housing cost. I have 
here a handwritten note which was made by Mr. Smith. It says, 
“UJ. S. Tin, DMEA, Draws.” These were made under my supervision 
while he was working in Mr. Kadow’s office in Juneau. In other 
words, I had so many other things to do in connection with my assign- 















































376 DEFENSE PRODUCTION ACT 


ment that I left United States Tin for this auditor to look at. He 
spent a few days in looking at the correspondence file, and this is one 
of them. This is a letter dated October 10, 1952, from Kenneth J. 
Kadow to Paul Sorensen at the mine. He gives them instructions 
as to how he should charge certain items. 

Instructions to charge only $10,157.01 to bunkhouse, cookhouse and four stor- 
age facilities to bring total to $55,500. 

That happens to be a contract he had let with a friend of his, $55,500. 
So he is telling Sorensen now to charge only that much so it will equal 
that contract. 

If actual installation of above items costs more, there is another $2,000 for 
cutting station at minus 80 level. Use that. 

Install oil tank and diesel electric at 100 percent DMEA. 

In other words, here is an installation of an oil tank with a diesel 
electric engine which apparently might be questioned as to whether 
it is an exploration item or should be charged against the exploration 
loan, and he tells them to use 100 percent against the DMEA loan. 

Use operating funds for excess expenditures on cook and bunkhouse, but do 
not identify them. Keep them general. 

If you want him to identify this— 

Mr. Warren. Will you identify that, Mr. Smith, as being in your 
handwriting ? 

Mr. Smiru. Yes. 

Mr. Warren. Mr. Smith, did you find that 75 percent of the salary 
of Mrs. Kenneth J. Kadow was paid by the United States Tin Corp. ¢ 

Mr. Smirn. Yes, sir. 

Mr. Warren. Did you find that a station wagon was furnished to 
Mr. Kadow by the United States Tin Corp. ! 

Mr. Smiru. That is correct. 

Mr. Warren. Did you find the approximate cost of maintaining 
this office for the period immediately prior to your visit to be $600 a 
month ? 

Mr. Smiru. That was the approximate cost, right. 

Mr. Warren. Did that melade Mrs. Kadow’s salary or did it not? 

Mr. Smirn. That included Mrs. Kadow’s salary, office rent, sta- 
tionery, supplies, and all the necessary costs of running an office. 

Mr. Warren. That included the depreciation on the station wagon ? 

Mr. Smiru. I can’t say right off. 

Mr. Warren. In connection with the General Chemical & Refining 
Co., can you tell us what you found as to that? I believe it is on page 
8 of your report. 

Mr. Smrrn. The General Chemical & Refining Co. was set up in 
1950 in an endeavor to experiment with a process for the separation 
of tin and tungsten. A group of metallurgists in Seattle set up a 
pilot plant in Tacoma, Wash., and in August of 1950 approximately 
31,000 pounds of concentrates were shipped to the plant through 1952, 
September of 1952 they had conducted experiments and made the 
separation of tin and tungsten with satisfactory results. 

Mr. Warren. How were these expenditures recorded ? 

Mr. Smirn. These expenditures—— 

Mr. Warren. And how much were they? 

Mr. Smiru. They amounted to, as far as I could determine from the 
records, $16,152.78 over a period from August 1950 to September 1952. 
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These expenses were not considered as of a capital nature by the 
United States Tin Corp. but rather in the nature of direct expenditures 
in their interpretation under the contract, that they had the right to 
further process the extracting of tin and tungsten. 

Mr. Warren. What section of the contract was that? 

Mr. Smiru. That is just an implied provision in general statement 
of the performance under the contract. 

Mr. Warren. I don’t recall any provision that would authorize 
them to set up any other factory to carry on such a process. 

Mr. Smiru. It says they had the right to improve and develop facil- 
ities necessary for the production of tin and tungsten. 

Mr. Warren. That would not be the production of tin and tungsten, 
would it? 

Mr. Smirn. That would arrive with their concentrates at the point 
of shipment, yes, I would say so. 

Mr. Warren. That would not be production, would it? That is 
smeltering. 

Mr. Smirn. That would not be production. It would be producing 
the tin to a marketable state, which they were supposed to do under 
the contract. 

Mr. Warren. It did not necessarily have to be produced to that state 
by them, though, and actually was not, was it? 

Mr. Smiru. Yes, that is right. There were charges to Wah Chang 
for the separation of tin and tungsten. That was their expense. 

Mr. Warren. How were these expenditures recorded? Were they 
recorded in the books of the United States Tin Corp. ? 

Mr. Smirn. Yes, under costs classifications, general cost. classifica- 
tions. 

Mr. Warren. There was no capital account set up for this? 

Mr. Smirn. Only the $500 for the shares of stock that they bought 
in that corporation. 

Mr. Warren. Was the remainder of it hidden in other expendi- 
tures ? 

Mr. Smiru. It was charged to different accounts, yes. 

Mr. Warren. As an expense? 

Mr. Smrru. As an expense, that is correct. 

Mr. Warren. So a a you examined the record very closely, or 
unless you knew about the General Chemical & Refining Co., you 
wouldn’t even know they were spending money for that purpose in 
making an examination of the books? 

Mr. Smiru. That is true. 

Mr. Warren. How did you find out about it ? 

Mr. Smuru. I gained access to the General Chemical & Refining Co. 
books, and through their charges to their expense accounts with the 
money they had received from the United States Tin Cor p., I was able 
to trace it back to the United States Tin Corp. books, that they were 
the expenditures that had been made for those purposes. 

Mr. Warren. Mr. Bellino, do you have something on that? 

Mr. Beturno. Yes, sir. In going over the correspondence—I haven't 
been able to put my finger on it right now, but I remember the con- 
tents of it—there is a bill for $1,300 submitted by Mr. Hubner, who 
was connected with the General Refining & Chemical Co., which was 
sent to Kadow and Kadow sent that with instructions to Sorensen for 
51710—54——25 
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payment. This bill was for legal fees and accountants’ fees in connec- 
tion with the General Refining & Chemical Corp. He told Sorensen 
to pay that bill but to charge it against a mine expense as an expense 
item. In other words, it would be buried. It would not be shown on 
the books as an interest in the new corporation, which this is, this is 
a new corporation, and the United States Tin Corp. is supposed to have 
a 50-percent interest in it, and the expenses, any disbursements on their 
behalf should have been properly shown on the books of the corpora- 
tion under an account, General Refining & Chemical Co. However, 
since they were not receiving any money from the Government for that 
particular purpose, they couldn’t show it on the books or it would be 
easily picked up. I mentioned that to Mr. Smith. I said, “In your 
audit examinations look carefully into those expense items, especially 
items paid on behalf of the General Refining & Chemical Co.” 

I was very much surprised when I received his audit report and he 
made no mention of that specific item. In fact, he indicated the pro- 
fessional fees and legal fees were properly set up in the $16,000. That 
is true. He set them up. In other words, the company had not—in 
fact, he could not determine the actual expenses from the records of the 
company, and as he stated, he had to go to the General Refining & 
Chemical Co. to examine their books to find out what they had re- 
ceived from the United States Tin, and then go back and pull] out 
those items and make a journal entry and set them up so they could 
report it in his report as actual expenditures by the company. 

Mr. Warren. Do you have anything further to say on that, Mr. 
Smith? Isthat as you understand it ? 

Mr. Smrrn. That is correct. 

Mr. Warren. I have seen some reference, Mr. Smith, to a proposed 
plant for Seattle. Was there some proposed plant in connection with 
the General Chemical & Refining Co. at Seattle ? 

Mr. Smrru. I believe the proposal was if the Tacoma pilot plant 
proved successful the permanent plant would be stablished at Seattle. 

(A short recess was taken. ) 

The Vice Cuamman. Let us resume, Mr. Counsel, and see if we 
can’t get through with some more of this. 

Mr. Warren. Mr. Smith, did you find that the United States Tin 
Corp. was financing an exploration program through use of funds ad- 
vanced by General Services Administration ? 

Mr. Smirn. That is correct. 

Mr. Warren. Will you state how this was done? 

Mr. Smrru. Under the DMEA exploration program, they were to 
reimburse the company for expenditures that they had made in the 
exploration program, which took some 30 days or longer before reim- 
bursement was received. In the meantime they had to use the only 
available funds which they had, which were GSA funds, to finance 
their program. 

Mr. Warren. That was contrary to the terms of all contracts; was 
it not? 

Mr. Srrn. That is correct. 

Mr. Warren. You don’t know of any permission that was given to 
them to do that, do you, by GSA? 

Mr. Smrru. I know of none. 

Mr. Warren. Mr. Smith, I believe we have not yet put into the 
record extracts which you made from the records of the United States 
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Tin Corp. with respect to stock issued for services rendered and other 
pa Epeows, 

The Vice Cuairman. That is a document you testified from yes- 
terday ! 

Mr. Warren. Yes, sir. You can identify that document as being 
extracts which you made from the records, photostatic copies ? 

Mr. Smurn. Yes, sir. 

Mr. Warren. I think it should be pnt in the record. Those are the 
documents that you referred to previously this morning. Did you 
have the document as to the 8,500 shares or some document that should 
go into the record ¢ 

Mr. Smiru. That is included in this document here. I have the ex 
tract that I took of their minutes. 

The Vice Cuairman. That was put in the record yesterday; 
wasn’t it? 

Mr. Smiru. I was to supply them my papers so they could be photo 
stated and included in the record. 

Mr. Warren. Those were the papers which you were to supply, 
which you have ! 

Mr. Smirn. Yes. 

Mr. Warren. We will include those in the record, Mr. Chairman, if 
we may. 

The Vice CuairmMan. We will have a photostat made of that and 
return the original to Mr. Smith. 

Mr. Wagren. Yes. 

The Vice Cuarrman, They will goin. (See p. 383.) 

Mr. Warren. Mr. Bellino, do you have anything else on the points 
covered ¢ 

Mr. Beti1no. One more point in connection with the housing. 
These are various notes eh were made by Mr. Smith in which he 
shows an invoice dated July 30, 1951, order No. J-469, Bureau of 
Mines, and it is for 108,000 feet of timber, $1,608, and it says, “Paid 
by government check, August 28, 1951, and sent to Miners and Mer- 
chants Bank.” I would like Mr. Smith to identify this worksheet and 
to testify whether this means that the Bureau of Mines paid the 
United States Tin Corp. for 108,000 feet of timber, a total amount 
of $1,608. 

Mr. Warren. Can you identify that, Mr. Smith ? 

Mr. Smiru. Yes, this is my handwriting. 

Mr. Warren. Can you state whether the money was paid as Mr. 
Bellino indicated ¢ 

Mr. Sairu. I don’t believe I can recall whether this was paid. 

Mr. Warren. Would you state for what purpose you wrote it down 
and what it meant to you at the time you made the entry ? 

Mr. Sarrn. I believe that it was a copy of a document that I had 
found in the files that I thought were significant and intended to or 
did follow up at a later date, yes. 

Mr. Bexxino. Did he follow it up? 

Mr. Smirn. I think I must have followed that up; yes. 

Mr. Warren. What was revealed in the follow-up? 

Mr. Sarru. I do not recall. There were so many expenditures that 
it would be hard at this time to identify any particular one. 

Mr. Beturno. I might state in this connection, Mr. Chairman, there 
was 108,000 feet of timber up at Point Spencer which was surplus 
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property that was obtained by the Alaska Road Commission for 
nothing. On a joint venture with the Bureau of Mines the Alaska 
Road Commission permitted the Bureau of Mines to take this 108,000 
feet. The Bureau of Mines entered into a contract with United States 
Tin Corp. to transport that lumber down to the mine, and they paid 
the United States Tin Corp. approximately $2,425 for transporting 
the surplus timber from Point Spencer down to their own mine. It 
was exactly 108,000 feet. I was wondering whether the United States 
Tin Corp. also received $1,608 from the Bureau of Mines for this 
timber which they got for nothing. 

The Vice CHatrrman. Who ended up owning the timber ? 

Mr. Be.iino. The United States Tin Corp. It is in their hole in 
the ground. 

Mr. Warren. Do you recall anything with respect to that, Mr. 
Smith ? 

Mr. Smrru. Yes, I recall the Point Spencer transactions, the jcint 
venture, with the other agencies, for the United States Tin Corp. to 
absorb the cost of transporting the individual items, that each agency 
took that on an abandoned basis and that they were to defray their 
portion of the freight expense in line with what their appropriations 
would permit them to spend on that. 

Mr. Warren. Do you know whether any funds were received ? 

Mr. Smirn. Yes, there were funds received from the agencies for 
their participation in that operation. 

The Vice Cramman. What would be the interest of the Bureau of 
Mines and the Department of Highways in Alaska in turning this 
timber over to the tin corporation ? 

Mr. Sorru. I recall that there was a joint operation, either jointly 
or undertaken by the tin corporation or the Bureau of Mines for the 
construction of a bridge. ‘These timbers were evidently for that 
purpose. 

Mr. Betrrno. Mr. Chairman, I can explain that. At the time that 
this contract was under negotiation and the amount of money which 
vas going to be advanced on this purchase contract to the United 
States Tin Corp., the Bureau of Mines in Alaska was interesied in 
exploring this particular mine to determine whether there was any 
valuable tin at a certain location in that mine, that is, underground. 
‘They appropriated approximately $52,000 of their own budget funds 
to go in and explore that mine for that purpose. 

The Vice Cuarrman. The Bureau of Mines? 

Mr. Betirno. Yes. They sent 2 men there, and eventually had 3 
men. That is, our investigation discloses that if the GSA had per- 
mitted the Bureau of Mines to go in and spend their $52,000 they would 
have found the cave-ins and all these problems, no water, they would 
have found it at that time and there wouldn’t have been a dime spent. 

The Bureau of Mines man has agreed that what they should have 
done in the first place was to have explored the mine as they planned 
and kept GSA and everybody out. 

After they had gone in they would have found what the real 
problems were, then GSA would have considered what they wanted 
to do. They would have saved $3 million if they had gone in and 
spent the initial budget funds. That is where they had a joint ven- 
ture. The Bureau of Mines was now going to go in and explore that 
mine. The Aslaska Road Commission was getting some money from 
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the Territorial highway commission to build some roads which they 
needed. They indicated that they didn’t need roads. The Alas ka 
Road Commission eventually had to get in there and help them build 
bridges as well as roads. The movement of the surplus property down 
was a joint venture from the Bureau of Mines, Alaska Rond Commis- 
sion, I should say, and the United States Tin Corp. Kadow in one of 
his letters indicates the $2,425 check from the Bureau of Mines was a 
windfall, additional cash came out of the air. 

The Vick Cuatrman. In the light of the present situation, I say all 
of it was a kind of windfall. Are you through with Mr. Smith? 

Mr. Warren. I think so. Have you completed the point you had, 
Mr. Bellino ? 

Mr. Betxirno. I have another notation which says there was a con- 
tract with the United States Tin and the Alaska Construction Co., 
dated August 12, 1952, for the construction of housing at Lost River. 
It amounts to $55,000, cost plus 10 percent. It is supposed to have 
been completed, according to this, July 2, 1953. I find also a notation 
here in Mr. Smith’s handwriting which says that United States Tin is 
to deposit $50,000 to “Alaska Construction Co., Special.” I would like 
to ask first whether he knows if there was $50,000 deposited to the 
Alaska Construction, Special, as a result of this notation ¢ 

Mr. Smirn. That is correct. 

Mr. Warren. There was $50,000 deposited, you say ? 

Mr. Smiru. Transferred from one account to another. 

Mr. Bexuino. I also notice a contract with the Territory of Alaska 
and United States Tin, where the Territory of Alaska agrees to sell to 
the United States Tin for $625, lot 1, consisting of 6, 000 lineal feet of 
rails, amounting to 26 tons and lot 2 , consisting of 39,000 lineal feet 
of rails weighing 165 tons. The background of this particular nota- 
tion is that effort to obtain these rails at the mine at a scrap value, buy- 
ing this 191 tons of rails for $625 from the Territory. There is a bill 
from the Alaska Construction Co., which is Mr. Ellingson’s company, 
for 6,000 lineal feet of rails, which is included among the other items 
yxaid by United States Tin in the amount of $4,000. I would like to 
iiipie from Mr. Smith in his investigation of these records whether 
the $625 which was paid to the Territory of Alaska, which included 
6,000 lineal feet of rails, is also the same item that the United States 
Tin paid $4,000 to the Alaska Construction Co. 

Mr. Warren. Can you state whether that is true? 

Mr. Smirn. I can’t state. 

Mr. Warren. Can you state whether it is not true? 

Mr. Smiru. I could not state whether it is not true. 

Mr. Warren. Have you made any examination of it that you could 
enlighten us on that? 

Mr. Sarrn. I know that the specific items were covered, yes, the 
rails were purchased from the Alaska agency, and Mr. Ellingson’ s 
contract was paid in full. Whether they are duplicate items, that I 
could not determine. 

Mr. Beuurno. I might also mention it is in his handwriting, dated 
October 4, 1952, 1 bunkhouse and cookhouse extension, $8,000; 3 stor- 
age facilities, grocer ies, 1 storage facility, explosives, $8,000: 80,000 
board-feet of mine timber, $19.( 000; 6,000 feet of rails, $4, 000: 700 
railroad ties, $700. In other words, these are in his handwriting 
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Mr. Warren. Are those statements identical that you have just 
read ¢ 

Mr. Betirno. This is his handwriting showing the invoice of the 
Alaska Construction Co. I am just wondering if the United States 
Tin paid $4,000 for that. There is the same 6,000 feet of rails from 
the Territory of Alaska for $625 

Mr. Smirn. I can identify these extractions from invoices that I 
had seen, but whether I could determine that they received 6,000 feet 
of rails from one party and 6,000 feet of rails from another party, 
I did not go out and count the rails to see it was done. 

Mr. Warren. I suggest we include those in the record. 

The Vice Cuatrman. They will be inserted. 

Mr. Betirno. There is only one thing I want to bring out while 
this witness is here. He made an examination of the records. He 
submitted a record to Washington. We have been given copies of the 
reports, and there has been much said about what the situation of this 
corporation is in accordance with that report. 

I just wanted to bring out a statement—well, first a letter from 
Mr. Kadow with regard to the corporate minutes, the corporation 
minutes and how he requested that they be changed. In other words, 
in this letter he indicates that they should make certain changes in 
the minutes. This is what he says in the letter dated May 28, 1952, 
to Mr. Gibbon. 

Mr. Warren. Who sent the letter? 

Mr. Bettrno. From Mr. Kadow to Mr. Gibbon : 


2. Correct the minutes of my stock offer to reflect the sense of my letter. 
As I recall it, I offered to purchase all my corporation stock on options still 
outstanding. At that time it amounted to 22,000 shares for the sum of $22,600. 
The wording used by you for your call to stockholders meeting is perfect. It 
does not name the number of shares held by you. This, I prefer, because that 
transaction is supposed to be complete so far as the company is concerned. If 
you can do so, use the same wording. It will keep me out of tax trouble. You 
could leave it as if we all understand what the actual deal is. 

If someone else signs contract with Government on exploration loan, be sure 
and send the corporate resolution along with it. In this connection your corpo- 
rate action under date of October 31, 1951, indicating “any two officers of the 
corporation consisting of president, vice president, secretary and treasurer, are 
authorized to sign evidence of indebtedness and to execute contract conveyances 
or commitments on behalf of corporation” has not been followed to date. In 
the first place, I forgot about the action; and in the second place, that hasn’t 
been easy to carry out, although I’m sure it could have been. I like the idea 
of the motion, but would sure like it taken out of the October 31 minutes and 
placed in at some future date. I would like to make all the notes I have exe- 
cuted legal. I think all the contracts are legal, in that each represented sepa- 
rate board action. Clean up this situation, Scotty, so it’s good for fast but 
proper action. 

I still find nothing about Harry’s 75,000 shares at $1 after June 29. For Harry’s 
sake, that situation should be cleaned up before some Internal Revenue man 
reads our minutes. I don’t see why you don’t strike the minutes of June 29, 
1951, and instead go back to those of May 29, 1951. If you do this, be sure and 
get Spence’s advice so it won’t affect our financial statement. 

When I get more time I'll go over minutes more in detail; but aside from my 
above suggestions, they are in good shape. 


In other words, this letter indicates instructions from Mr. Kadow 
to his attorney to change the minutes in order to fit a particular situa- 
tion to confirm whatever action he wants done. 

Mr. Warren. Did you give the date of the letter ? 
Mr. Betirno. May 28, 1952. 
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Mr. Warren. Out of which file? 

Mr. Bexuino. This is from the United States Tin Corp. 

The Vice Cuarrman. That has what to do with Mr. Smith? 

Mr. Betiino. Showing that the instructions that go along with the 
other instructions given by Mr. Kadow to change the records of the 
corporation. The corporate minutes are just as much minutes of the 
corporation as any other items. 

Mr. Warren. Mr. Smith, did you see in making your examination 
where the minutes had been changed in the corporation or where any 
records had been changed to reflect something other than had been 
previously reflected in these records? 

Mr. Smrru. I reviewed the minutes of the corporatien as they are 
held in the attorney’s office. The official minutes that ave to be in the 
bound minute book of the organization, those are the minutes that I 
used for my references. 

Mr. Warren. Did you see any evidence that there had been any 
changes in the minutes of the corporation to reflect something dif 
ferent? 

Mr. Smitn. I did not; no. 

Mr. Betiino. Just one more item, and that is in connection with his 
testimony of $500 for capital stock that was paid in at the time of the 
organization of the corporation. The financial statement filed by this 
corporation with the Territory of Alaska, dated May 31, 1949, shows 
the amount of capital stock actually paid in money was $475. Ata 
later date they showed the amount paid in as $500. That is Septem- 
ber 30, 1951. We are just wondering what the amount really was that 
was paid in in view of these conflicting statements. 

Mr. Warren. Mr. Smith, I believe you examined those figures in 
the committee office a few days ago. Can you state whether you can 
reconcile those figures ? 

Mr. Surru. I did not make an attempt to reconcile the statements 
that were filed with the Territory of Alaska in reference to the books. 
I was concerned only with the records, only the actual records, of the 
company which disclosed that $500 was the full cash amount that had 
been paid in at the inception of the erganization. 

Mr. Betirno. That is all. 

The Vice Cuarrman. Thank you very much, Mr. Smith. 

(The material referred to in Mr. Smith’s testimony follows :) 


Untrep States Trn Corp., 
Contract No. GS—-OOP(D)-520 


MINUTES OF DIRECTORS MEETINGS 


Receipt, Secretary State Corporate Fee, November 23, 1948, $77.50. 
Articles of incorporation filed November 23, 1948: 

1. To acquire, work, and operate mines. 

2. Buy and sell lands, mines, mineral rights, claims, etc. 

3. To hire agents and employees. 

4. Purchase real properties. 

5. To do all things necessary to carry on business. 
Capital stock, $100,000, 100,000 nonassessable shares, par value $1. 
McIntosh, Furey, I. C., H. R., J. E., H. C., Carol Fischnaller. 
Perpetual. 
201 Jones Building, Seattle. 
Paid-in capital $1,500. 
Bylaws. Name: United States Tin Corp. 
Meetings principal office. 
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Annual stockholders, 2 p. m., 10th January. 

Notice of meetings usual. 

Directors 3: 10th January, annually elected. 

Capital stock: President to issue certificates signed by president or vic» presi 
dent and secretary. 

Shares transferable only upon its books by holders. Each transfer recorded 
and original record kept in the office of the company. 

Stock ledger maintained. 

Directors to declare dividends. 

Officers—usual. 

Amendments to articles by two-thirds of stockholders. 

First meeting stockholders, December 18, 1948. 

Increase stock issue to 300,000. 

Directors McIntosh, H. R., and J. E. Fischnaller. 

Resolution acquire lease from Fischnaller, McIntosh and Furey for 153,- 
shares stock 51,000 each. 

Directors meeting: 

Approved stockholders actions above. 

Determined lease and working agreement to be worth more than the stuck 
exchanged therefore. 

Assignment of option and lease agreement for 153,000 shares by Fisch- 
naller, McIntosh and Furey. 

Option to purchase certain patented claims from C. D. Murane, B. A. 
Zimmer, and Mae Toomey. Patents to all claims filed February 5, 1923, 
recorded volume 99, page 64, of Miscellaneous Records of the Port Clear- 
ance Mining Precinct, Territory of Alaska. 

Also other nonpatented claims: Thressa, Margaret Gertrude file volume 
99, page 75, same record. 

Five-year period. 

Upon payment of $50,000 deed to property to be placed in escrow. 

Total price to be paid, $250,000. 

Mining lease executed providing for 10 percent royalty on all smelter re- 
turns not to exceed $50,000 in any one year. 

Lease to install and operate 100-ton mill in year 1949 and continuously 
operated. 10 percent of smelter returns. 

Directors meeting, April 15, 1949: 

Authority to borrow money from financial institutions. 

Authorization to issue 7,500 shares each to Fred P. Loomis, Henry E. 
Schaefer, and W. L. Gibbons. 

Stockholders meeting, April 15, 1949: Approval of directors action. 

Directors meeting, May 26, 1947: 

Option given to Harry R. Fischnaller running until December 31, 1951, 
to dispose of 75,000 shares of capital stock at $1. 

Acceptance of H. R. Fischnaller account of $24,360, for advances made 
by him. Evidenced by note. 

Authorize purchase of equipment from Mrs. Twuts of Teller, Alaska. 

October 26, 1950, authority to change payments of mine purchase con- 
tracts to $25,000, 1951; $50,000, 1952; 10 percent royalties, 1950; differences 
to be added one-half each to final two payments. 

Directors meeting: November 13, 1949: Authorization of 3,000 shares to 
H. C. Rohrback. 
Directors meeting, December 18, 1950: 

Hxtend Fischnaller option to purchase stock to December 31, 1953. 

Management with Mr. Kenneth J. Kadow, dated April 1, 1951. 

General Manager. 

Three years. 

Consideration $9,000 per year plus 3,000 shares of stock plus 8 percent 
of the earnings before taxes but not on the first 300,000. Option to use con- 
sideration to purchase stock at $3 per share up to 20,000 shares. The option 
to purchase 20,000 at no more than $3 per share shall be irrevocable with the 
signing of agreement provided option is exercised within 3 years. 

Reimbursed for actual expenses subject to action by board. 

To be general mgr. and elected vice president without consideration. 

Sorenson contract: 10,000 per year and 2 pereent of earnings. Option to 
purchase 10,000 shares at $3. House rent free. Actual expenses. 

Escrow agreement October 31, 1950: Price, 236,000; pay 25,000, Decem- 
ber 31, 1951: 50,000, December 31, 1952; 80,500, December 31, 1953; 80,500, 

December 31, 1954. 
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C. D. Mundaine, B. A. Zimmer, A. F. McIntosh, Fischnaller and Furey. 
Stockholders meeting, January 10, 1951: Authority to negotiate Government 
loan. 
Directors meeting, January 10, 1951: 
Approved stockholders action. 
Approved employment contracts with Kadow and Sorenson. 
Directors meeting, May 29, 1951: 

Authorized issuance of 3,500 shares to Irving Hoff; 3,200, Kirby Billings- 
ley ; 500, Ann Sanders. 

V-loan agreement S. Tr. S. Bank, March 22, 1951. 

GSA loan agreement, GS—OOP (D)-520, March 23, 1951. 

Contract with Alaska Road Commission to build road, $15,750. U. 8S. 
Tin to do work, June 1, 1951. 

Stockholders meeting, June 29, 1951: Approved action of board of directors. 

Joint meeting, stockholders and directors, November 28, 1951: To change 
stock from 300,000 to 3,000,000 and par value to 10 cents instead of $1. 

Special meeting of stockholders, June 7, 1952: To authorize K. J. Kadow 
to purchase his option stock at 22,600 cash to provide 10 percent participation 
in DMBEA exploration loan. 

Directors meeting July 14, 1952: 

To authorize filing articles with Territory of Alaska for the purpose of 
incorporating in that area. 

Signed contract with Wein Alaska Airlines guaranteeing $6,000 gross 
revenue for service from Nome to Teller for 6 months, October 1, 1952, 
through March 31, 1958. 

Letter from the Department of Taxation, Territory of Alaska, dated Oc- 
tober 21, 1952, signed by M. P. Mullaney, granting an exemption in the tax- 
ation of U. S. Tin Corp. for a period of 10 years. 

Agreement with Mrs. Tweets to conduct a retail store on the premises 
of the U. S. Tin Corp. for 1 year, July 1, 1952, renewal yearly. Grants per- 
mission to use land. Mrs. Tweets to furnish buildings. No rent to be 
charged until Mrs. Tweets has amortized her rehabilitation costs. Mrs. 
Tweets to purchase all commissary supplies on hand owned by U. 8. Tin 
Corp. To purchase 200 to 300 barrels of stove oil on hand. 

Directors meeting, November 24, 1952: 
Secretary instructed to make transfer of assets to the Alaska Corporation. 
Henry Schaefer hired as comptroller at $700 (not officer or director). 
Directors meeting, December 5, 1952: 

Subject to GSA approved Henry Schaefer employed as comptroller for 
10 years at $1,000 per month or 1 percent of profits. 

Employment of K. J. Kadow at $1,500 per month for 10 years, salary to 
be computed by 2 percent of net profits before taxes and depietion. 

Directors meeting, January 30, 1953: Sorenson tendered resignation which 
was accepted by the board. Board granted 20,000 shares of stock as a bonus. 
Directors meeting, March 25, 1953: 

Contracts with Kochersperger and McCrary. 

Letter of approval of transfer of corporation to Alaska received from 
A. J. Walsh, commissioner. E. P. S., December 8, 1952. 


United States Tin Corp., contract No. GS-OOP (D)-520 


CAPITAL STOCK ISSUED, SEPT. 30, 1953 


"l'otal of 51,000 shares each to Fishmaller, Fury, and McIntosh for assignment to company of 
their interest in lease on mining properties; charge made to mining property account $153, 000. 00 
(See minutes of meeting, Dec. 18, 1948 
‘Total of stock as follows with offset charge to organization expenses for service rendered 25, 500. 00 
Fred Loomis $7, 500. 00 
Henry Schaefer 7, 500. 00 
W. L. Gibbons 7. 500. 00 
(M inutes of meeting, Apr. 15, 1949.) 
H.C. Rohrhach ; 3, 000. 00 
(Minutes, Nov. 13, 1949.) 
Total 25, 500. 00 


Stock issue to K. J. Hadow in consideration for his executing employment contract. Charges to 
> executive salaries by Toushe, Neoin, Bailey, and Smart at Sept. 30, 1951, and thus closed to 
F surplus 8, 500. UO 
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United States Tin Corp., contract No. GS-OOP (D)-520—Continued 


CAPITAL STOCK ISSUED, SEPT. 30, 


Stock issued as follows with offset to organization expense for services rendered 


Kirby Billingsley 
Irving Hopp 
Ann Sanders é 


Total _-_. 
(Minutes of meeting, June 29, 1951.) 


Original] subscription to capital stock to H. Fischnaller 


‘apital stock sold to K. J. Kadow: 

Oct. 13, 1952. 

Nov. 21, 1952 ‘. wae 

Dec. 10, om. aannn 

Feb. 6, 1953 J 

Mar. 10, 1953 ; 5 de fee 
Bonus stock issued to Sorenson for past services, May 21, 1953_- 

Total stock outstanding, Sept. 30, 1953 
STOC® HOLDERS’ ADVANCES 

H. R. Fischnaller (see statement 
F. H. Furey (see statement) - - 
Henry Schaefer, cash Nov. 23, 1949 
Fred Loomis, cash Apr. 23, 1951 


STOCKHOLDERS ADVANCES, SEPT. 30, 





H. R. Fischnaller, credit for sales of individual shares of 
personal option stock sold to individuals: 


Nov. 23, 1948 H. R. Fischnaller ; nd ov 
May 25, 1949 - do ; ie 
May 25, 1949 Henry Schaefer (A). 
May 26, 1949 Oscar Berquist (A) 
Do... Blanche Berquist (A) 
June 24, 1949 Mary Lou Schs arkey (A) 
Do Charlotte Berquist (A) 
Aug. 2, 1949 Grass C. & Ivan C, DuBois- ---- 
Sept. 30,1949 Capital stock subscribed 36 7 ‘ é 


May 26,1949 . do.. . nai ostnted 
June 24, 1949 do ; 
May 29,1949 Cash paid by H. R. Fischnaller, 
May 26, 1949, $24,360: 
Rent of office ..........-.- . 
Engineering expense (F. Knowles) - 
Travel: Fury, Fischnaller, McIntosh 
Advance McIntosh expense 
Engineering expense (Jerry Germain) 
Legal and incorporating expense 
Telephone, telegraph and stationery ; Se 
Furniture and fixtures Tiwk diedinae 
Cash advanced May 25-26 


demand note dated 


Note payable, H. R. Fischnaller--.- 


Aug. 15,1949 Cash to M. & H. Bank, Nome; H. R. Fischnaller 
Sept. 30,1949 Cash to H. R. Fischnaller 
Aug. 5,1949 Purchase of equipment from Humphreys Investment 
Co., paid by H. R. Fischnaller 
Do... . Purchase of equipment from Washington Ms TE 
and Storage Co., paid by H. R. Fischnaller 
DO noc sekiseptnr ae 
Cash advanced by HH. R. Fischnaller...-----.----- 

Oct. 11, 1949 ‘ onmdaiiblih Bee 
Mar. 2, 1950 in inet wudesee dete ieaen wails 
Mar. 3, 1950 
June 12, 1950 

a ta A asi aie at al eal cha enh hate in nl eae dada ‘ 
June 26,1950 —.. sconbdinit: 
Bept. 29,1950 _.. 
Oct. 5,1950 Cash paid to H. R. Fischnaller-..--.-. -- js erin 
Dec. 7, 1950 a eS ‘sities Sil la betes ih aes 

Accounts payable paid by Fischnaller 

Sept. 30, 1950 United Chemical. be 
Aug. 24, 1950 Martin Sign Co 
May 31, 1950 Miscellaneous 


June 1, 1950 ER etic tao 








1953—-continued 


$7, 500. 00 


$3, 500. 00 
3, 500. 00 
200. 00 
7, 500. 00 
su 500. 00 
192, 000. 00 
. $12,000.00 


1953 


$1, 500. 00 
2, 500. 00 
4, 500. 00 
1, 000. 00 
1, 000. 00 

300. 00 
400. 00 

1, 000. 00 
12, 200. 00 


SE 


800. 00 
1, 775. 00 
2, 185. 00 
2, 000. 00 
150. 00 
350. 00 
400. 00 
200. 00 
16, 500. 00 





24, 360. 00 


1, 000. 00 

500. 00 
2, 000. 00 
4, 500. 00 
1, 946. 20 
4, 900. 00 
2, 000. 00 


16, 846. 20 





250.00 
3.09 
1. 50 

60.00 


2, 000. 00 
2, 000. 00 


500. 00 
500. 00 
Ppa 7 17, 000. 00 
2 000 00 
214, 000. 00 
. 63, 229. 36 
2, 342. 57 
1, 000. 00 
° 1, 000. 00 
67, 574. 93 
12, 200. 00 
$500. 00 
6, 500. 00 
700. 00 
16, 500. 00 
24, 360. 00 
2, 000. 00 
1, 500. 00 
2, 445. 80 
3, 413. 68 
182. 00 
16, 846. 20 
1, 000. 00 
3, 000. 00 
883. 19 







































June 
May 
Aug. 


May : 


United States Tin Corp., contract No. GS-OOP (D)-520—Continued 


STOCKHOLDERS ADVANCES, SEPT. 30, 1953-—continued 


5, 
22, 
4, 


» F, 
6, 
15, 
13, 
q, 
18, 
3, 
L, 
31, 
22, 
17, 


31, 
23, 


1950 
1950 
1950 


1950 
1951 
1951 
1951 
1951 
1951 
1951 
1951 
1951 
1951 
1951 
1941 


1949 


, 1951 


May 31, 1951 


May 31, 1951 


May 31, 1951 
May 31, 1951 


Sept. 30, 1951 
1, 1949 


Oct. 
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Accounts payable paid by Fischnaller—Con. 
Washington Mach. & Storage Co 
Mine & Smelter Supply Co 
Sears, Roebuck 


Robert Field - 
Cash from H. R. Fischnaller 
G0..«« 
do... 
do. 
do_. 
Cash paid to H. R. Fischnaller --- 
do. 
Charge H. R. Fischnaller for campaign contribution 
Cash paid to H. R. Fischnaller_. 
do 
To reverse sale of H. R. Fischnaller personal stock 
erroneously recorded on books- 
See (A) first entry 
P. Barnett 
C. V. Larson 


Purchases by H. R. Fischnaller prior to Sept. 30, 1948 
Tractors and trucks 
Furniture and fixtures 
Mining equipment 
Supplies 
Miscellaneous 
Travel expense 
Freight and transportation - 
Engineering 
Commissary 


F. H. Furey 


Purchases and advances made by H. R. Fischnaller, 


charged to. eA ae 
Mining equipment.-_-__....._-. 
Supplies - ee 
Miscellaneous expense _ - 
Freight and transportation - 
Travel ‘ 
General Chemical & Refining Co 


F, H. Furey. 


Purchase of equipment : . 
Advance by H. R. Fischnaller 
Contract 


Paid by H. R. Fischnaller on mine property purchase 


Purchases by H. R. Fischnaller to May 31, 1951 
General Chemical & Refining Co 
Freight and transportation - 
Miscellaneous expense 
Telephone and telegraph 
Supplies -- ga5<aay 
NUE. 65 3 lots as. dd . 


F. H. Furey. 


Expenses, H. R. Fischnaller, Sept. 30, 1951 
Paid to Mrs. Tweets by H. R. Fischnaller on contract 


Due H. R. Fischnaller 


Cash advanced - - - 
Purchases 
Expenses 


Contribution. ...... cindnimiaide 
Stock purchase 


$500. 00 
46. 54 
22. 06 


883. 19 


7, 200. 00 
720, .00 
1, 440.00 
9, 360. 00 
1, 375. 21 
115.00 

1, 792, 91 
377. 57 
42. 62 
503. 76 
177. 16 
200. 00 
78. 26 

4, 672. 49 
160. 19 


5, 512. 30 


163. 75 
225. 47 
75. 54 

13. 23 
162. 00 
250. 00 
$82. 99 
511. 86 


381.13 


10, 701. 33 
1, 000. 00 
9, 701. 33 


902, 27 
18. 34 
313. 89 
118. 08 

4. 64 

9, 992. 06 


11, 349. 28 
705, 31 


10, 643. 97 


16, 656. 20 
46, 867. 59 
1, 205. 36 


1, 000. 00 
500. 00 


387 


$45, 52 
.00 


00 
00 
00 
00 


), 360, 00 


381. 13 


1, 000. 00 


14, 000. 00 
10, 643. 97 


7, 500. 00 


150, 979. 36 
87, 750. 00 


63, 229. 36 


29. 36 
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United States Tin Corp., contract No. GS-OOP (D)-520—Continued 
STOCKHOLDERS ADVANCES, SEPT. 30, 1953——continued 
F. H. Furey: 


June 26,1950 Cash advanced et Eeedniees Caskuatbars .ebkvaceoad $500. 060 

Accounts payable, paid by F. H. Furey --- =a j fillies na sana 1, 072. 87 
Apr. 19, 1950 California bag 3 $11. 50 
Feb. 29, 1950 Scientific supplies ; 20. 09 
June 3, 1950 Sears Roebuck ecaiees 168. 59 
Harry Russak é aeeatiminciil 25. 00 
June 5,1950 WF 6 Bh PO Sivccccccce ‘ cabana iia 11. 42 
May 5, 1950 I SO nt pera 6. 58 
June 6,1950 Northway Distributors. -_-_.- 5 23. 18 
June 20, 1950 J.J. Ross till. ._. na = F 17. 30 
Bowy & Seneca Garage. i 11. 57 
Sept. 11, 1950 Curtis Sheet Metal__. CeeCERT Cha 17. 24 
Sept. 12, 1950 Entertain___-. Lanai Svaui ek Beat 100. 00 
Miscellaneous office supplies.............. be 11. 93 
May 3, 1950 Travel and transportation be ; = 105. 00 
June 1, 1950 aernnalene . 10. 00 
June 3,1950 Sears, Roebuck... as at 21.77 
June 16, 1950 Wm. Mach. & Storage S 429. 24 
Aug. 8, 1950 Airmail : 9. 43 
Dec. 22, 1949 Pacific Highway Trans__. 13. 23 
Nov. 6, 1949 Miscellaneous small tools... - : 59. 80 
1, 072. 87 

May 31,1951 Purchases by F. H. Furey (see Fischnaller)........._- aie alla : 160. 19 

Dn detite Jace . ‘a z aan 511. 86 

Do . - a el 705. 31 

Sept. 30,1951 Expenses, F. H. Furey. ‘ ‘ ; : 52. 98 

June 23,1950 Cash to F. H. Furey-.... Luhpainnennstninlibcae oe . $228. 40 
June 15, 1950 DOncaskin riténtaticbudesicbbites «cleat ik ee 429. 24 

657. 64 3, 003. 21 

657. 64 

Due F. H. Furey....-- oe ‘ wake is le Li pecntien 2, 345. 57 
Cash a el Oe 915. 23 
Purchases ee pict ies alte 1, 377. 56 
BE SR adic ccc csincee nednebnbiawowkit 52. 98 


United States Tin to deposit $50,000 to Alabama Construction Co. special. 
Contract, Territory of Alaska and United States Tin agrees to sell for $625: 
Lot No. 1—6,000 linear feet of rails (26 tons). 
Lot No. 2—39,000 linear feet of rails (165 tons). 
United States Tin contracts, Bureau of Mines: 
Purchase Order J-132, September 25, 1951, Bureau of Mines: 
1 job assembly, transportation of timber, and mining supplies, 
Cann Te nine neeg te tnckee ian nbinewinrene $2, 425 
Bid and award September 10, 1951 ; invoice January 12, 1952, to Bureau 
of Mines, $2,425. Payment received January 29, 1952. 
Purchase order, J-312; bid and award October 1, 1951: 
260 Ghet shaftiar at GaG6- per eo ee bene mmenone $20,000 
60 to 160 crosscut at $26. 
J-312, April 2, 1952: 
200 Such whnhibines Ge rei dais es ee A cn aeeeenwoone $10,000 
Growth’, C6 Di Te Be verre titentinrpenetteteeenenesn=tinie a0 1,040 
Letter July 16, 1953, K. J. K. from S. H. Lorain, relative to charges to DMEA 
for surface service charges. 
Letter August 20, 1953, K. J. K. from S. H. Lorain, relative to the purchase of 
an Allis-Chalmers Model 322 cone crusher. 
United States Tin—DMEA : Bills and receipts: 
Morrison-Knudson Co., Inc., September 19, 1952, invoice 1492-558 : 
Bill for lumber and other building materials shipped from St. 


Taree Salad: te -EOGt Bel inns ik bocce code onenenens $13, 883. 75 
Alaska Construction invoice, October 4, 1952: 
2 bee haens an6 cocker entension...... ......nncn<nniie edn cerngew--- $8, 000 
3 storage facilities groceries. 
1 storage facility explosives.___.............-...--- 2+ +5 ss ------- 8, 000 
OO.000 Sina rd-Caet Wie Ce ai kts eesti gen nna en 12, 000 
Cee ee nee pbered oie mera n ab nmenanaiaierandgieammatinchantees imanabtente 4. 000 


SEH) wRtIORE TR ilk ona cece ce eensenenes= i adaomewenes 700 

















































DEFENSE PRODUCTION ACT 389 


United States Tin—DMEA: Draws. 

Letter, October 10, 1952, Paul Sorensen from K. J. K., instructions to charge 
only $10,157.01 to bunkhouse, cookhouse, and four storage facilities to bring 
total to $55,530. If actual installation of above items costs more there is another 
$2,000 for cutting station at —80 level; use that. Install oil tank and diesel elec- 
trics at 100 percent DMEA. Use operating funds for excess expenditures on 
cook and bunkhouse but do not identify them. Keep them general. 

Letter November 11, 1952, Paul Sorensen from K. J. K. Please have Jack 
draw a stsall map showing our trade and manufacturing site, the present small 
airstrip, and proposed larger one. I need it in my work with the land office, 


(The following was later received for the record. ) 


GENERAL SERVICES ADMINISTRATION, 
WESTERN BRANCH, AvupiT DIVISION, 
San Francisco, Calif., August 6, 1954. 
Mr. Haroip J. WARREN, 
Joint Committee on Defense Production, 
Congress of the United States,Washington, D. C. 

Dear Mr. WARREN: In the reference to your letter of August 3, 1954, relative 
to the differences between the contents of notes extracted by me from the records 
of meetings of the directors and stockholders of the United States Tin Corp. and 
photostatic copies of recorded minutes of the same meetings as furnished the 
committee by the corporation. When I reviewed the minutes of the corporation 
in the offices of the attorney and secretary of the company, I found the recorded 
minutes of meetings of the directors and stockholders in a confused and jumbled 
stack, As I recall there were numerous occasions where minutes of certain meet- 
ings were revised and rewritten several times and all copies were retained in 
the stack. I endeavored to accept for my notes only those minutes which ap- 
peared to be complete and final and containing the necessary signatures and 
approvals. 

In reference to your comment as to whether my notes covering the directors’ 
meeting of December 18, 1950, appearing on page 2 were taken from the minutes 
and my notes on page 3 were extracted from the contract, I can state that I had 
previously reviewed the Kadow and Sorensen contracts in the company files 
and only looked to the recorded minutes of the directors and stockholders for 
their action in approving these agreements. My notes were extracted directly 
from what I considered to be the recorded minutes of the directors’ and stock- 
holders’ meetings. 

Your letter asks for comments as to whether the photostatic copy of the direc- 
tors’ meeting of January 10, 1951, were or were not the minutes examined by me 
for the date of January 10, 1951. The fact that reference in these minutes to a 
resolution adopted by the board of directors authorizing the repayment of H. R. 
Fischnaller’s advances from concentrates on hand would have been of vital in- 
terest and I am certain I would have made notes of this action. Consequently, 
I do not believe I have ever seen the original of the photostatic copy, enclosed 
with your letter, of the minutes of the directors’ meeting of January 10, 1951. 

Very truly yours, 
Cuirrrorp 8. Smiru, Auditor. 


The Vice CHarrman. Whois our next witness? 

Mr. Warren. Mr. H.C. Maull, Jr. 

The Vice CuarrMan. How long will you be with him? 

Mr. Warren. Not too long. 

The Vice CHarrMAn. We will goon fora few minutes. 

Mr. Maull, will you hold up your right hand? Do you solemnly 
swear that the testimony you are about to give will be the truth, the 
whole truth, and nothing but the truth, so help you God ? 

Mr. Mautt. I do, sir. 
The Vice Cuatrman. Give us your name and address. 
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TESTIMONY OF H. C. MAULL, JR., DIRECTOR, PURCHASE DIVISION, 
EMERGENCY PROCUREMENT SERVICE, GENERAL SERVICES 
ADMINISTRATION 


Mr. Maviu. My name is Harry C. Maull, Jr. I live at 1820 Tucker- 
man Street NW., Washington, D. C. 

The Vice Cuamman. What is your title? 

Mr. Mavi. My present title is Director of Purchase Division, 
Emergency Procurement Service, General Services Administration. 

The Vice CHairman. How long have you been with General 
Services ? 

Mr. Mau.u. Ever since it has been in existence. 

The Vice Coarrman. When was that ? 

Mr. Mautu. Suppose I give you the titles I have had from the time 
of this contract. 

The Vice Cuairman. I was trying to trace into this. You have 
been with it since its inception, the ineeption of this contract and 
this loan? 

Mr. Mau. That is right. 

The Vice Cuarrman. Go ahead. 

Mr. Mavti. On March 1, 1946, through March 31, 1951, I was Chief, 
Purchase Branch, Strategic and Critical Materials Division, Bureau 
of Federal Supply, GSA. I was Acting Director, Purchase Division, 
effective April 1 through December 22, 1951. My present title is Di- 
rector, Purchase Division, effective December 23, 1951, through the 
present time. 

Mr. Warren. Mr. Maull, will you state what your first contact was 
with the United States Tin Corp. case ? 

Mr. Mauu. My first contact was when I saw the contract after it 
was signed March 23. 

Mr. Warren. Had you had any previous contact with Mr. Kenneth 
J. Kadow or Mr. H. R. Fischnaller¢ 

Mr. Mautu. None whatsoever. 

Mr. Warren. Or any other representative of the United States Tin 
Corp.? 

Mr. Mautu. No, sir. 

Mr. Warren. Has the Purchasing Division of EPS—is it the re- 
sponsibility of your office to review all proposed Government produc- 
tion contracts or pass on the feasibility of the project ? 

Mr. Mavutu. Under ordinary conditions, yes. 

Mr. Warren. Why under ordinary conditions? Wouldn’t it be 
your responsibility under any conditions ? 

Mr. Maui. Say all conditions, then. 

Mr. Warren. Did you do so in this case? 

Mr. Mavtu. I did not, sir. 

Mr. Warren. Why didn’t you? 

Mr. Maut. I didn’t know of the contract for some time after it was 
entered into. 

Mr. Warren. You didn’t receive a copy of the contract? 

Mr. Mavi. Until some time after it was entered into. 

Mr. Warren. Whose responsibility was it to forward you a copy 
of that contract? 
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Mr. Mautt. Well, it was handled by the Legal Division. The Legal 
Division drew it up, and then the Chief Counsel eventually sent a copy 
to me. When it arrived, I don’t know, probably a week or two later. 

Mr. Warren. Between what dates did you receive the contract ? 

Mr. Mautt. I frankly couldn’t testify to dates. 

Mr. Warren. You had stated previously that you did not have a 
copy of the contract. So now you state that you did receive a copy of 
the contract ? 

Mr. Mauty. Sometime later. I would probably say about a week 
later. 

Mr. Warren. A week later than what ? 

Mr. Mavutt. March 23, when it was signed. 

Mr. Warren. You did receive a copy of the contract after it was 
signed ? 

Mr. Mautt. I did receive a copy of the contract. 

Mr. Warren. Did your office make any investigation to check the 
accuracy of the company’s statements and whether the production 
schedules were as realistic as in the original application ? 

Mr. Mavutu. We did not, sir. 

Mr. Warren. What was your first responsibility in connection with 
this contract ? 

Mr. Mavi. Well, might I go back and say insofar as investigation 
was concerned, they were all made under the jurisdiction of DMA at 
that time, but we assumed the investigation was thorough. 

Mr. Warren. What was your responsibility when you received the 
contract ? 

Mr. Mavi. My responsibility was to see that the contract was 
properly executed. 

Mr. Warren. What was your first action in seeing that the con 
tract was properly executed ? 

Mr. Mavtu. Well, there was no difficulty that came up between the 
time the contract was executed, March 23, 1951, and the time the bank 
took over responsibility, which I recall was the V-loan of May 15, 1951. 

Mr. Warren. How is your responsibility divided with that of the 
Credit and Finance Division? What responsibility did you have and 
what responsibility did they have ? 

Mr. Maui. The bank at that time had the responsibility in making 
sure that the contract, as an agent of the Government, was being car- 
ried forward. 

Mr. Warren. I ask you what is the division of responsibility be- 
tween the Credit and Finance Division of the General Services Ad 
ministration and your organization ? 

Mr. Mavi. Well, in-the purchase matter, that is definitely under 
my jurisdiction. If it is a fiseal matter it comes under the Comp- 
troller’s Office. 

Mr. Warren. What do you decide insofar as purchasing is con- 
cerned? What do you decide on these contracts ? 

Mr. Mavi. We decide whether it is a proper Government contract 
to enter into. 

Mr. Warren. On what basis did you decide this was a proper con 
tract to enter into? 

Mr. Mavtu. I would say that was based on the determination made 
by DMA who had prepared the contract. 
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Mr. Warren. Do you know the responsibilities the DMA formerly 
had ? 

Mr. Mavi. I do. 

Mr. Warren. Your responsibility now would not be the same as at 
that time; is that correct ? 

Mr. Mavutt. That is correct. 

Mr. Warren. What was your responsibility at that time? Will you 
define it for us as to what you were supposed to do when you received 
the contract ¢ 

Mr. Mavi. Well, I did nothing particular at that time, nothing 
came up in connection with the contract, because the preliminary 
work had to be done in connection with getting supplies and things 
there. There was really no administrative work to do on it. 

Mr. Warren. Did you have any voice in this contract when it was 
originally drawn ? 

Mr. Mav tu. I did not, sir. 

Mr. Warren. Shouldn’t the Purchase Division have had some voice 
in it? 

Mr. Mau tu. Let me go a little further. I did not have any voice, 
but an assistant of mine was assigned to the Interior Department. 

Mr. Warren. Who was that? 

Mr. Mauutu. Mr. Raymond Eberly. He assisted Mr. Thurtell. 

Mr. Warren. You were responsible for Mr. Eberly. What I want 
to know is what your office was responsible for and what you did. 
What did Mr. Eberly do? 

Mr. Mautt. He assisted Mr. Thurtell in preparing the contract. 

Mr. Warren. So you did have a part in the actual preparation of 
the contract, your office did ? 

Mr. Mautt. My office did; yes, sir. 

Mr. Warren. Well, will you start at that point and tell us what 
exactly your organization, the Purchase Division, was supposed to do 
from that point forward ? 

Mr. Mavuxy. From that point forward, if there was anything to be 
done, amendment of the contract, it was supposed to come through my 
office for preparation and signature by the contracting officer. 

Mr. Warren. You, in effect, approved all these contracts, did you 
not, from a purchase standpoint ? 

Mr. Mavtu. I didn’t personally, no. 

Mr. Warren. Your office, the Purchase Division? You were head 
of the Purchase Division; were you not? 

Mr. Mavi. Yes, that is right. 

Mr. Warren. You were responsible for what transpired in the 
Purchase Division ? 

Mr. Mavtu. That is a responsibility I have. 

Mr. Warren. Did you review these contracts? Weren’t they sub- 
mitted to you for final review ? 

Mr. Mavtu. No, they went to my assistant, Mr. Raymond Eberly. 
He reviews them. He handled tin. 

Mr. Warren. And you didn’t even look at the contracts? 

Mr. Mavi. I looked at the contract. 

Mr. Warren. You reviewed it? 

Mr. Mau t. I reviewed it. 

Mr. Warren. So you knew what was in the contract ? 


re le oT As aT 
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Mr. Maui. To see what the terms and conditions of the contracts 
were. 

Mr. Warren. Will you state on what basis these contracts were 
entered into and why you thought they would prove to be satisfactory ? 

Mr. Maui. I can’t, sir, because they were based on information that 

was furnished by DMA. The contract was drawn up in DMA and 
brought to the ‘Emergency Procurement for signature of the con- 
tracting officer. 

Mr. Warren. You had a man in DMA who assisted in the prepara- 
tion of the contract and advised them with respect to purchasing; 
didn’t you? 

Mr. Mavti. On the purchasing factor ; that is right. 

Mr. Warren. What does purchasing include? 

Mr. Mavtu. Well, purchasing includes the type of material, the 
price, whether it complies with specifications, terms of delivery. 

The Vice Cuarrman. What materials are you speaking of now that 
they were to supply i in this operation ? 

Mr. Mavtt. Tin and tungsten in the contract. 

Mr. W ARREN. Did you pass, you or your assistant—when I refer 
to “you,” I mean everbody in your office, the whole Purchase Division, 
because you are responsible for that Division—and now I would like to 
know exactly what you did or what any of your assistants did in ap- 
proving what went into these contracts and in drawing up these con- 
tracts and in carrying out these contracts ? 

Mr. Mavtu. I would say insofar as the original contract was con- 
cerned it was all approved. 

Mr. Warren. So it was in your office that it was approved ? 

Mr. Maviz. Under my assistant. 

Mr. Warren. Would you state on what basis you approved these 
contracts? How did you arrive at it? 

Mr. Mautu. Well, the basis, again I must repeat myself and say 
that they were prepared by DMA. 

Mr. Warren. I can’t hear you. 

Mr. Mavtu. I must repeat and say it was prepared by DMA over 
in the Interior Department and brought over to the eneeney Pro- 
curement Service Rr a signature of the contracting officer 

Mr. Warren. You have just finished stating you had an assistant 
in DMA who assisted them in preparing the contract. 

Mr. Mautuz. That is right. 

Mr. Warren. Did he contact you and ask you what should go in the 
contract ? 

Mr. Mactu. He did not. 

Mr. Warren. Did he have any voice of what should go into the con- 
tract ? 

Mr. Mavtu. Well, I would certainly think he would. 

Mr. Warren. Didn’t you check with him to see what he was doing? 
Don’t you know what the people in your office are doing ? 

Mr. Mavuty. When we assign him to another department, I don’t 
have him reporting to me ev erything he does. 

Mr. Warren. You don’t discuss these big loans with your assist- 
ants when this money is to be borrowed ? What did you do? What 
did he do and what did you do? 

Mr. Mavi. Well, we certainly do look into them, but those factors 
were decided by others before it got to us. 

517105426 
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Mr. Warren. You had a man in DMA who worked with them in ap- 
proving the contract and made suggestions to them ? 

Mr. Mavi. That is right. 

Mr. Warren. You had a part in this contract from the very begin- 
ning? 

Mr. Mavutu. As you say it now; yes. 

Mr. Warren. You can’t shift the responsibility to DMA nor what 
you were to advise them on; can you? 

Mr. Mautt. No, sir. 

j Te Warren. Tell us what your responsibility was and what you 
id ? 

Mr. Mavi. My responsibility after the contract was actually 
signed by the commissioner was to see that the contract terms were 
carried out. 

Mr. Warren. How did you arrive at the terms that went into the 
contract when you advised DMA ? 

Mr. Mavutn. Well—— 

Mr. Warren. Did your engineers make any investigation of this? 
Did they know what was up there at Lost River or how did you arrive 
at it? 

Mr. Mavutx. We didn’t make any investigation. We didn’t have 
the engineers for that purpose. I understood DMA made an investi- 
gation. 

Mr. Warren. You based yours on the DMA recommendation ? 

Mr. Mactu. Yes, sir. 

Mr. Warren. On what recommendation of DMA did you decide 
that you should go into this contract ? 

Mr. Mavtu. Well, it was the all-over recommendation. I don’t 
know of any particular recommendation, to be perfectly frank. 

Mr. Warren. Just what is your responsibility down there? That 
is what I am trying to find out. It is what you do, and what did you 
do, at that time. 

Mr. Mautu. The responsibility after the contract was entered into 
is for me-to see that the contract is executed. 

Mr. Warren. You just finished stating that you had a man over 
there who helped draw the contract. Now your responsibilities 
started prior to that ? 

Mr. Mautt. I have acknowledged the responsibility due to the fact 
that I had a man there. 

Mr. Warren. You acknowledged that responsibility, but what did 
youdo? What did he do in connection with this contract ? 

Mr. Mautt. I personally don’t know. 

Mr. Warren. Did he make any suggestions as to what went into 
the contract? 

Mr. Mau. I assume he did. I don’t know. 

The Vice Cuatrman. Why didn’t you find out? 

Mr. Mavtt. I wasn’t even here at that time. I was with Congress- 
man Baring out in the State of Nevada. 

Mr. Warren. How long were you there ? 

Mr. Mavi. About 8 or 9 days. 

Mr. Warren. Eight or nine days. What is that in terms of this 
contract? It could have been held up for 8 or 9 days, couldn’t it ? 

Mr. Mavt. It could have been but it wasn’t. 
Mr. Warren. Who approved it? 
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Mr. Mavt. It was approved by the Commissioner, Mr. A. J. Walsh. 

Mr. Warren. Did Mr. Eberly take it to Mr. A. J. Walsh’s office 
and get it approved while you were out of town; is that what you are 
saying ? 

Mr. Mav.u. That is what I am stating. 

Mr. Warren. You had nothing to do with it? 

Mr. Maui. Not in that respect, only the responsibility afterward. 

Mr. Warren. What did you do afterward ? 

Mr. Mautu. I didn’t do anything after I found it was signed. 

Mr. Warren. You said you had the responsibility afterward. 
What responsibility did you have ? 

Mr. Mav tu. I® connection with amendments when it was drawn. 
They were presented to me. 

Mr. Warren. What did you do when amendment No. 1 was drawn? 
What kind of investigation did you make then ? 

Mr. Mautt. I didn’t make any because I didn’t have amendment 
No.1. That happened at the time I was out. 

Mr. Warren. You just got through saying that you had responsi- 
bility in the amendments? 

Mr. Mavutu. I said I had responsibility, but I said I wasn’t 
there 

Mr. Warren. Were you out of town every time this contract 
came up ? 

Mr. Mavtu. The first time and the only time I was out of town was 
back in 1951. 

Mr. Warren. When were you here? 

Mr. Mavi. All the time. But for some reason that wasn’t pre- 
sented to me. 

Mr. Warren. You were head of the Purchase Division. Why 
wasn’t it presented to you ? 

Mr. Maui. I don’t know. 

Mr. Warren. Do you know what goes on down there in the Purchase 
Division ? 

Mr. Mavi. When it finally came back to be signed—— 

Mr. Warren. If they bring it to you in your office, you know; if they 
don’t, you don’t know ? 

Mr. Maui. That is frequently the case. 

Mr. Warren. Do you ever make it your business to see what the 
people in the Purchase Division are doing ? 

Mr. Mautt. I do, sir. 

Mr. Warren. Do you have staff meetings and find out what con- 
tracts are being worked on? 

Mr. Maui. We have staff mettings when necessary but not all 
the time. 

Mr. Warren. You don’t have regular staff meetings? 

Mr. Mavtt. No, sir. 

Mr. Warren. What purpose would you call them in for one? 

Mr. Mavtt. Whenever I feel it would be necessary. 

Mr. Warren. When do you feel it is necessary ? 

Mr. Mavi. When I find something that occurs that has to be cor-- 
rected. In that respect, we have four heads of various organizations 
under me, various branches. Invariably, if it doesn’t apply to the 
other 3, I call only the 1 branch chief in and discuss the matter 
with him and have it corrected, if correction is warranted. 
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The Vick Cuarrman. Do they make reports to you of what they 
are doing so you know what they are doing ¢ 

Mr. Mavi. Verbal reports. 

The Vice Cuarrman. No written reports? 

Mr. Mac it. No, sir. 

Mr. Warren. When did you first learn the United States Tin Corp. 
was installing this 100-ton mill ? 

Mr. Mavt. The only thing I recall on that was the letter from 
Kadow, which was dated October 10, 1952. 

Mr. Warren. What action did you take ? 

Mr. Mau t. I didn’t take any because it had already been installed. 

Mr. Warren. What? 

Mr. Maui. Had already been installed. 

Mr. Warren. So you didn’t think you should take any action, that 
they had already violated the contract and there was no use of taking 
any action ¢ 

Mr. Mautt. It had already been installed and—— 

Mr. Warren. They violated the contract ¢ 

Mr. Mautu. They did. 

Mr. Warren. Did you take that up with anybody in GSA? 

Mr. Maui. Not that I recall. 

Mr. Warren. Did you go to Mr. Elliott and tell him that this had 
happened and that you thought some legal action should be taken ? 

Mr. Maui. I don’t recall whether that was taken up with the legal 
division or not. 

Mr. Warren Did you ever take it up with your superiors in 
DMPA or anyone else ¢ 

Mr. Mau tu. I discussed it one day over the telephone with Mr. 
Young and told him what I had found in the letter of October 10. 

Mr. Warren. What did you tell Mr. Young? 

Mr. Mavuty. I told him I understood it had now been completed 
into a 100-ton unit. 

Mr. Warren. What did Mr. Young say ? 

Mr. Mavtut. He said nothing could be done as long as it had been 
completed. 

Mr. Warren. Mr. Young thought nothing could be done either? 

Mr. Mauuu. That is right. 

The Vice CuatrMan. Counsel, I will have to leave. Mr. Maull will 
you be back tomorrow morning and try to refresh your recollection 
so you won’t keep on ducking all the time. 

Announce to the witnesses where we will meet, and so forth. 

Mr. Warren. We will meet in this same room tomorrow morn- 
ing at 10: 15, 

(Whereupon, at 12:40 p. m., the committee recessed until July 15, 


1954, at 10:15 a.m.) 
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TUESDAY, JULY 20, 1954 


Untrep States ConGress, 
Joint COMMITTEE ON Derense PRopucrion, 
Washington, D. C. 

The joint committee met, pursuant to recess, at 10:15 a. m., in 
room 1301, New House Office Building, Representative Ralph A. 
Gamble, (vice chairman) presiding. 

Present : Representatives Gamble and Brown. 

Also present: Harold J. Warren, general counsel; Allen E. Pierce, 
staff director ; Carmine Bellino, accounting consultant. 

The Vice CuHarrman. The meeting will please come to order. 


TESTIMONY OF H. C. MAULL, JR., DIRECTOR, PURCHASE DIVISION, 
EMERGENCY PROCUREMENT SERVICE, GENERAL SERVICES AD- 
MINISTRATION—Resumed 


Mr. Mavtu. I would like to have Mr. Byron E. Harding, Assistant 
General Counsel, General Services Administration, and Mr. Clarence 
J. Koontz, of the General Counsel’s staff, with me in case my memory 
needs refreshing. 

The Vice Cuarrman. Mr. Maull, you are head of the Purchase 
Division of General Services Administration ? 

Mr. Mautu. I am Director of the Purchase Division, Emergency 
Procurement Service, General Services Administration. 

The Vice Cuatrman. That means you are in charge of the pur- 
chasing that is done by GSA of critical materials ? 

Mr. Mavi. Thatis correct. 

The Vice Cuatrman. And anything else that they buy in the way 
of their stockpile? 

Mr. Mautt. I can clarify it for the record. Mainly we buy for 
stockpile under Public Law 520. Then we do a lot of other special 
purchasing for FOA and things of that sort. They all come under 
me. 

The Vice Cuarrman. Mr. Counsel, you may go ahead. 

Mr. Warren. Mr. Maull, you previously testified that you had very 
little to do with this case. This being true, I will ask you this ques- 
tion: Why did Mr. Kadow contact you so frequently about this case 
if you had nothing to do with it ? 

Mr. Mav. Mr. Counsel, Mr. Kadow, every time he came to town 
after the contract was signed, I think, he came into my office to see me. 
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Mr. Warren. When he wanted to get a salary of $1,500 a month 
he came to you about it; didn’t he? 

Mr. Mavutu. He wrote a letter to me; yes, sir. 

Mr. Warren. When this investigation started he came down and 
talked to you about that; didn’t he? 

Mr. Mautt. He did, sir. 

Mr. Warren. Will you tell us exactly your relationship with Mr. 
Kadow? 

Mr. Mavti. Mr. Kadow to me was nothing but another contractor. 

Mr. Warren. Did you go out with him socially ? 

Mr. Mautu. I never did. 

Mr. Warren. Did you and Mr. Nicoll and Mr. Mason ever have a 
meeting with Mr. Kadow ? 

Mr. Mavuty. No. Wait just a moment, please. There was one meet- 
ing which Mr. Nicoll attended in my office about the question of the 
salary. That isthe only meeting I ever had with him. 

Mr. Warren. You never had any meetings outside the office with 
Mr. Kadow? 

Mr. Mautu. I never did, sir. 

Mr. Warren. If you had nothing to do with this contract, why did 
Mr. Kadow come to you about it ? 

Mr. Maui. The administration of the contract he felt was 
under me. 

Mr. Warren. He felt that you were making the decisions; didn’t he? 

Mr. Mavuuu. He felt I was making the decisions insofar as our 
organization was concerned; yes, sir. But when DMPA was inaugu- 
rated the then administrator, Mr. Jess Larson, directed a commission 
to Mr. A. J. Walsh, that all engineering work would be done by DMPA 
and all fiscal work done by the Comptroller’s Office. The reason for 
thet was that he felt they had Bet competent people and he didn’t 
want to see additional people put on the payroll. 

Mr. Warren. Why didn’t you tell Mr. Kadow that you had nothing 
to do with the case; why did you keep calling up everybody else for 
him and getting favors done for him ? 

Mr. Mautu. I never did. 

Mr. Warren. When Mr. Lorain came down here who did Mr. 
Lorain goto? Didn’t Mr. Kadow send him down? 

Mr. Mau. I received a telegram, I think, dated April 28 from 
Mr. Kadow stating Mr. Lorain would be in the city. He was thor- 
oughly familiar with their project. I filed it away. <As I recall, this 
is the exact date, on May 2, 1952, I received a telephone call from Mr. 
Nicoll stating Mr. Lorain was in his office and wouldn’t I like to see 
him. I said that I certainly would. 

Mr. Warren. Why did you want to see him if you had nothing to 
do with the case ? 

Mr. Mavtu. I wanted to find out the circumstances of the situation 
as it then existed. 

Mr. Warren. Why did you need to know about the circumstances 
if you had nothing to do with the case ? 

Mr. Maui. I had something to do with the case. 

Mr. Warren. Tell us what you had to do with it. 

Mr. Mavuu. May I go back to the beginning of these contracts, Mr. 
Chairman ? 
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The Vice Cuairman. Surely. All we want from you, sir, is to get 
the facts. Weare not trying to hurt anybody. 

Mr. Mautt. I realize that, Mr. Chairman. Under date of March 2 
1951, there was a letter written by the then Secretary of the Interior, 
Mr. Chapman, to Mr. Harrison in which he recommends this program, 
and a letter received from the Defense Production Administration 
dated March 16, 1951, certifying to the program. I didn’t have this 
information the other day, Mr. Chairman. That resulted in your first 
contract, which is dated March 23, 1951. Then there was an amend- 
ment No. 1 which is purely a stopgap amendment—— 

Mr. Warren. What did you have to do with the contract ? 

Mr. Mautt. I had the contract prepared and saw it was properly 
executed. 

Mr. Warren. That is different from what you said the other day, 
isn’t it? 

Mr. Mau. I am stating the fact that my man was there when Mr. 
Thurtell drew the contract and assisted him in drawing the contract. 
So I am taking the responsibility of the fact that we did have a con 
tract drawn and had it executed. 

perrepentatyrs Brown. Could the witness raise his voice ? 

The Vice Cuarrman. Yes. It is very difficult to hear, if you don’t 
mind, sir. The loudspeaker is not on, you see. 

Mr. Mautu. I realize that. Then we had an amendment No. 1 cov- 
ering $35,000, which is merely a stopg yap amendment in order to make 
a determination as to what was to be done about the financing of the 
project. 

Mr. Warren. You stated you were out of town when that amend- 
ment came up. Where were you? 

Mr. Mau. I wasn’t out of town when the amendment came up, Mr. 
Counsel. I was out of town when the original contract——— 

Mr. Warren. I understood you were out of town—— 

Mr. Mau .u. I was out of the office, not out of town. 

Mr. Warren. You were out of the office when amendment No. 1 
came u 

Mr. ue That is correct, sir. Amendment No. 2—there was a 
letter 

Mr. Warren. Were you in Washington or where were you ? 

Mr. Mauiz. In Washington. 

Mr. Warren. Did you take leave? 

Mr. Mautt. No, sir. 

Mr. Warren. Do you take leave when you are out of the office or 
not ? 

Mr. Mavi. I am seldom out of the office. I am in there from 7:30 
to 6:30 

Mr. Warren. You were out of the office. What do you mean? 

Mr. Mavtt. I was in another building attending a conference. 

Mr. Warren. Wouldn’t they hold the contract until you got back 
from the other building? 

Mr. Mautu. They could have but they didn’t. 

Mr. Warren. How do you know you were out of the office? 

Mr. Mavi. My initials were not on there. 

Mr. Warren. You knew you were out of the office because your 
initials—— 
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Mr. Mavi. I think they would bring that for me to—— 
Mr. Warren. Who would initial that in your absence? 
Mr. Maui. Mr. Eberly or Mr. Charles Gasque. 

Mr. Warren. Are you frequently out of the office or are you there 
most of the time? 

Mr. Mavtu. I am there most of the time. 

Mr. Warren. And you know that when your initialing doesn’t ap- 
pear on something you were out of the office and in another building? 

Mr. Mautt. It is reasonable to assume that I certainly wasn’t— 

Mr. Warren. Let’s not assume anything. Let’s testify to what are 
the facts in the case. 

Mr. Mautt. I can’t testify 

Mr. Warren. If you are out of the office and you know where you 
were, that is different 

Mr. Mavutu. I do not know where I was at that time and I couldn’t 
honestly testify. 

Mr. Warren. What happened on amendment No. 1? 

Mr. Mavizi. Amendment No. 1 was drawn and properly executed. 
Then there was a letter written under date of December 18, 1951, to 
the Honorable Manly Fleischmann, DMPA, in which it was recom- 
mended that certain actions be taken, and that was certified to under 
date of December 20, 1951, which resulted in amendment No. 2. 

The Vice Cuatrman. Mr. Fleischmann, you said, sir ? 

Mr. Mavtu. Yes, sir. Under date of July 2, 1952, a recommenda- 
tion was made to Mr. Henry H. Fowler, the Administrator, Defense 
Production Administration, and signed by the Administrator of Gen- 
eral Services Administration, recommending certain action. 

Mr. Warren. What did he recommend ? 

Mr. Mavtt (reading) : 

it is recommended that you certify that the revised program as descrived 
above is necessary in the interests of the national defense and that such action 
will assist in carrying out the purposes of the Defense Production Act cf 1950, 
as amended. 

Mr. Warren. Was he certifying to the United States Tin project 
or the tin program ? 

Mr. Mau... The United States Tin. 

Mr. Warren. Why did he send that letter to you? 

Mr. Mautu. He didn’t send it to me. He sent it to Mr. Henry H. 
Yowler. I happen to have a photostatic copy of it now. 

Mr. Warren. Why did you get a photostatic copy of it ? 

Mr. Mavt. Because I wanted to be prepared to answer your ques- 
tions. 

Mr. Warren. I mean, at that time did you receive a photostatic 
copy of it? 

Mr. Mavtu. Not to my recollection, but the General Counsel and 
Assistant General Counsel got it for me the other day. 

Mr. Warren. You are testifying about something you had scme- 
thing to do with or something Mr. Fowler had something to do with. 

Mr. Mautu. Both the organizations. 

Mr. Warren. What did you have to do with this particular amend- 
ment ? 

Mr. Mavtu. This particular one was amendment No. 2, which was 
drawn as a result of the recommendation from the Administrator and 
the certification of the Defense Production Administration. 
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Mr. Warren. You did draw the amendment, your office? 

Mr. Mautt. My office drew the amendment. 

Mr. Warren. Therefore, you have the responsibility for it? 

Mr. Maui. Yes, sir. ” 

_Mr. Warren. That is far different from what you said at the pre- 
vious hearing, isn’t it? 

Mr. Mautt. I was speaking personally and not from the standpoint 
of the organization. 

Representative Brown. Will you raise your voice? I can’t hear 
you. 

Mr. Warren. You were speaking personally, not from the stand- 
point of the organization ? 

Mr. Mavuuy. You said the other day that I 

Mr. Warren. I made it quite clear I was speaking to you, and I so 
stated in the record, it was from the standpoint of your office and not 
from what you did personally, and I repeatedly asked you questions 
about what Mr. Eberly did. 

Mr. Mavuiz. Under date of March 19, 1953, there was a letter ad- 
dressed to Arthur Flemming, Acting Director, Office of Defense 
Mobilization. That was certified to under date of April 6, 1953, and 
resulted in the amendment. 

Mr. Warren. Who decided the amount that was to be in the amend- 
ment? Did you decide that? 

Mr. Mautu. I did not, sir. It was probably signed as a result of 
conferences—— 

Mr. Warren. Who decided it? 

Mr. Mautt. I don’t know, Mr. Counsel. 

Representative Brown. Whose duty was it to decide? 

Mr. Warren. Do you mean you were head of the Purchase Division 
and didn’t know who decided that ? 

Mr. Mavuuu. The amount was decided based on the recommenda- 
tion to the DPA and the certification by DPA. 

Mr. Warren. Did Mr. Fowler and Mr. Flemming recommend a 
certain amount ? 

Mr. Mavi. Yes, sir. 

Mr. Warren. In their letters? 

Mr. Mautt. Yes, sir. 

The Vice Cuamman. What do you mean by “certification,” if I 
might ask ? 

Mr. Mavutu. Those programs go over to the Defense Production Ad- 
ministration for their certification and approval of the program, and 
the money is set up based on that. 

Mr. Warren. Let me ask you this: Who made this recommenda- 
tion as to the sums of money to Mr. Fowler and Mr. Flemming, what 
organization ? 

Mr. Maviyt. DMPA, I would say. 

Mr. Warren. Did you consult with DMPA before those recom- 
mendations were made ? 

Mr. Mau. I did not, sir. 

Mr. Warren. Why weren’t you in on it, then? 

Mr. Mavi. When the DMPA was created shortly thereafter there 
was a meeting in the Administrator’s office, Mr. Jess Larson, and he 
directed the Commissioner, as I told you before, that all fiscal mat- 
ters should be handled by the Comptroller’s Office. I believe those 
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figures are probably developed as a result of meetings with the 
troller’s Office. 

Mr. Warren. Do you know just what you were supposed to do when 
you got the contract or before you got it? Do you know just what 
your duties were ? 

Mr. Mavi. Well, in this particular case the thing that I had to do, 


when the programs were approved and certified by DPA was to draw 
the amendments—— 


Comp- 


Mr. Warren. And in drawing the amendments you never bothered 
to even consider the fact that the 25-ton mill provision had been vio- 
lated; the previous agreement? You never bothered to change that, 
did you? 

Mr. Mavi. I did not, sir, because that was an engineering matter 
that came under DMPA engineers. I am no engineer. 

Mr. Warren. If you are required to draw the contract, why weren’t 
you required to find out what was to go in the contract and the 
amendments? You said you were to make all amendments to the 
contract. 

Representative Brown. He hasn’t answered that question yet, Mr. 
Warren. 

Mr. Mavuu. If I testified before when the mill was made into a 100- 
ton, I didn’t know until after it happened. I thought maybe Mr. 
Young, who was then Deputy Administrator, Mr. Young felt as I do 
that nothing could be done at that time. It was an accomplished fact 
then. 

Mr. Warren. You mean to say that since it was an accomplished 
fact that you couldn’t do anything about it ¢ 

Mr. Mavut. Counsel, the main reason for this entire program, if 
you recall, was to get tin someplace in the Western Hemisphere and 
relieve this Government of being dependent upon the worldwide 
cartel in tin. I don’t think anyone wanted to do anything that in any 
way would injure the opportunity of getting tin in the Western 
Hemisphere. 

Mr. Warren. How much did you get? 

Mr. Mavi. Not so much; it was trying to get it. It was trying to 
develop the tin in this hemisphere. 

Mr. Warren. The thing we started out to do was to find out whether 
there was any tin there or not? 

Mr. Mautt. That is correct. 

Mr. Warren. So you ignored that part of the decision and you 
never changed the contract in any of the amendments with regard to 
the 100-ton mill, did you ? 

Mr. Mactt. I cannot, sir—I am advised that amendment No. 2 pro- 
vided for the larger plant. ; 

Mr. Warren. But the terms of the contract with respect to that mill 
were not changed ? 

Mr. Mavi. I think not, but I think amendment No. 2, I am ad- 
vised, does provide for the larger plant. 

“Mr. Warren. For the larger production figure but not a larger 
plant? Ewe Y 

Mr. Mavtw. In order to get the larger production figure I would 
think you would have to have the larger plant. 

Mr. Warren. Why did you ignore the fact that you knew that this 
plant had been constructed of a 100-ton capacity; you knew that, 
didn’t you ? 
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Mr. Mauut. AsI say, after it was actually constructed 

Mr. Warren. You ignored it from then on? 

Mr. Mau. I didn’t know about it until October 10, 1952. 

Mr. Warren. How many purchase contracts have you entered into 
in which there was no production ? : 

Mr. Mau. I don’t recall that I ever entered into any where there 
was no production. ‘ 

Mr. Warren. There wasn’t any production here when this contract 
was entered into, was there ? 

Mr. Mavuz. At that particular time I think there was not, no. 

Mr. Warren. You would say this is the only contract that you en- 
tered into where there was no production ? 

Mr. Mautu. The only one I recall. 

Mr. Warren. So this was a highly irregular case, was it not? 

Mr. Mavi. Highly unusual case. 

The Vice Cuarrman. You have never purchased any tin from this 
corporation because it hasn’t been offered to you, is that right? 

Mr. Mautt. That is right. 

The Vice Cuarrman. That which was produced was delivered and 
the proceeds of the sale were made to the bank, is that correct, sir? 

Mr. Mavuu. It is my understanding, Mr. Chairman. 

The Vice Cuarrman. Thank you. 

Mr. Warren. Mr. Maull, at the time Mr. Lorain came down to see 
you, did you understand that he was sent down here by Mr. Kadow? 

Mr. Mautu. I didn’t understand any such thing. 

Mr. Warren. Did you understand he was on his vacation at that 
time ? 

Mr. Mavutu. I did not. I thought he was here on official business. 

Mr. Warren. That was in May 1952? 

Mr. Mavi. May 2, 1952, was the exact date he was in my office. 

Mr. Warren. Do you know why he came to Washington ? 

Mr. Mavt. I haven’t the slightest idea. 

Mr. Warren. Do you know of any reason he had to be here other 
than to help Mr. Kadow get this loan # 

Mr. Mautu. I don’t know what his reason was, Counsel. I haven't 
any idea. I got a telephone call one day and was told he was in town. 

Mr. Warren. As to the letter which Mr. Young had previously 
written 

Mr. Mavtu. Do you want me to go on with this Lorain thing? 

Mr. Warren. Yes, sir. 

Mr. Mavtu. I got a telephone call from Mr. Nicoll who said he was 
in town. It was the second day of May 1952, and wouldn’t I like to 
talk to him. Yes, I would. He came over. It was Friday afternoon. 
He told me the wonderful potential up there for tin, that he had gone 
through the area for 100 miles and felt there was an immense amount 
of tin up there. I guess we talked about three quarters of an hour 
with representatives—Mr. Nicoll was there. Mr. Creekmore of my 
office, Mr. Eberly and Mr. Alford, from the Legal Division. 

I said I thought it was a matter that he should talk to Mr. Young 
about. I contacted Mr. Young and made an appointment for the 
next day. He said he was flying back to Alaska. I think it was the 
5 o’clock plane. He couldn’t see Mr. Young until sometime Saturday. 
T made an appointment at 2 o’clock. He went over and had a con- 
versation with Mr. Young, so Mr. Young told me the following Mon- 
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day. He said he was grateful for me sending him over because he 
had a different idea of the United States Tin situation than he had 
before after talking to Mr. Lorain. Does that give you the infor- 
mation ? oH 

_Mr. Warren. This was the only meeting that you had with Mr. 
Young about this matter 

Mr. Mavtt. I didn’t havea meeting. He had a meeting. 

Mr. Warren. I mean, he saw you Monday morning. 

Mr. Mavutu. He called me Monday morning and thanked me for 
having Mr, Lorain over because he said he had a different idea of 
United States Tin now after talking to Mr. Lorain than he had before. 

Mr. Warren. When Mr. Kadow came in to get additional loans, 
did he always come to see you each time? 

Mr. Mavutx. Well, I have to answer that question as I did before, 
Mr. Counsel. I don’t think there was ever a time when Mr. Kadow 
came to town after the contract was signed that he didn’t come in my 
office sometime, come in to say how do you do, that he was doing fine, 
that he didn’t get last month’s take, that he expected to have things 
rolling well in the near future. 

Mr. Warren. Did he discuss the situation with you at any time? 

Mr. Mav. He just said that he was under investigation and 
couldn’t find why he was being investigated, after putting up a 100-ton 
lant which didn’t cost any more than a 25-ton plant, that he thought 
S had done a grand job. 

Mr. Warren. Did you think so? 

Mr. Mauuu. Frankly, I couldn’t say—from the standpoint of de- 
livery I couldn’t say. From the standpoint of possibilities in the 
future, I don’t know. 

Mr. Warren. Who has the production figures on the United States 
Tin Corp. 

Mr. Mauvtu. I don’t have them. I imagine Mr. Croston will have 
them. 

The Vice Cuarrman. Who would ? 

Mr. Maui. Mr. John Croston. He is a witness, too, Mr. Chairman. 
He is here. 

Mr. Warren. Mr. Maull, did you have the responsibility of approv- 
ing the monthly advances for the United States Tin Corp. 

Mr. Mautt. The first one I got, Mr. Counsel, is dated April 29, 1952. 
That came over to me for approval from the Comptroller’s Office, for 
concurrence of approval. I have forgotten how it was worded. Then 
it was made for the signature of the approval of Mr. Young, Deputy 
Administrator and myself each time. 

Mr. Warren. And you approved some in 1953, did you not ¢ 

Mr. Mauuu. Yes, sir. Lapproved them since that time. 

Mr. Warren. So you did have quite a bit to do with the operation 
of the United States Tin Corp., did you not ¢ 

Mr. Mavtu. I did in the respect that the Comptroller’s Office worked 
the figures on everything, and made the recommendation, and it merely 
came over for concurrence because it requires the signature of the 
contracting officer. 

Representative Brown. Wasn’t it this gentleman’s duty to approve 
all these contracts ¢ 

Mr. Warren. It has been a rather difficult problem for us to find 
out, Mr. Brown. 
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Representative Brown. I understood him to say that he did approve 
these contracts. 

Mr. Mavtu. That is right. 

Representative Brown. It was your duty to approve these con- 
tracts ¢ 

Mr. Mav.u. That is right. 

Representative Brown. That is what I wanted to get in the record. 

Mr. Warren. It was your duty to approve the contract and the 
ainendments ¢ 

Mr. Mautu. Yes, sir. 

Mr. Warren. It was your duty to approve the expenditures ? 

Mr. Mautt. I would say so, after the work by the Comptroller's 
Office it merely came over to me for concurrenee. 

Mr. Warren. If there was some item in there that you wanted to 
disallow, did you have the authority to disallow it ? 

Mr. Mavutu. I never got an item at all. There was never any break- 
down given to me. 

Mr. Warren. Could you ask for a breakdown if you wanted it ? 

Mr. Mautt. I certainly could, I would say. 

Mr. Warren. You could have made a disallowance of any item that 
you didn’t think was proper ? 

Mr. Mavi. I think, Mr. Counsel, that is purely a matter for the 
Controller’s Office, not for me to make a disallowance. 

Mr. Warren. What good was there in sending it over to you if you 
couldn’t disallow it? I don’t understand approval without disal- 
lowance. 

Mr. Mavuty. Mr. Counsel, [ must rely on the Comptroller's Office for 
fiscal advice and on the DMPA for engineering advice. 

Mr. Warren. What about the item of mac hinery— 

Mr. Mavutu. Unless I have some reason to question it, I wouldn’t 
question it. 

Mr. Warren. I am assuming that you had reason to question it. 
Could you question it if you had reason to question it ? 

Mr. Mautt. If I had reason to question it, I could question it. 

Mr. Warren. And you could have disallowed this machinery that 
went in up there if you wanted to disallow it, couldn’t you ? 

Mr. Mavi. That came out of the V-loan. That wasn’t submitted to 
me at all. 

Mr. Warren. There has been machinery put in up there ever since 
the proposition has been going. Some came out of the V-loan and 
some out of the amendments, and most of it came out of the amend- 
ments. Couldn’t you disallow those items ? 

Mr. Mavtu. If I had any reason to question it for disallowance, I 
would say yes. But I had no reason to questeion it. 

Mr. Warren. You didn’t have any reason to question them because 
Mr. Kadow had you sold on the proposition, didn’t he ? 

Mr. Mavizt. Mr. Kadow—— 

Representative Brown. May I ask a question off the record ! 

( Discussion off the record.) 

Mr. Warren. Will you state whether you had the facts on which to 
base a decision to disallow items ? 

Mr. Mactu. No, I did not, sir. 
The Vice Cuatrman. Why not? 
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Mr. Mav. Because that was a matter I had to depend on for the 
Controller’s Office, and fiscal matters. 

_ The Vice Cuarrman. What were you doing approving these things 
if you had nothing to do with it and had none of the facts and knew 
nothing about it ? 

Mr. Mavutu. May I read one of these memoranda ? 

The Vice Cuarrman. Answer the question and then you can read. 

_Mr. Maui. The reason, Mr. Chairman, as they always said, the 
signature of a contracting officer in order to get payment should be on 
a contract. 

Mr. Warren. Who was the contracting officer? Were you the con- 
tracting officer ? 

Mr. Mautt. I am a contracting officer. In this particular case, Mr. 
A. J. Walsh was contracting officer. . 

Mr. Warren. Do you mean to tell the committee that there was no 
significance in your signature being on there? 

Mr. Mau. Significance from the Comptroller’s Office, so they can 
go ahead and complete the payment. 

Mr. Warren. What was the significance of your signature being on 
there; was it an approval ? 

Mr. Mautu. As contracting officer, yes, sir. 

Mr. Warren. You had to approve it? They couldn’t make the pay- 
ment until you did approve it, could they ? 

Mr. Mavutu. I think they could have, but they didn’t. 

Mr. Warren. Did they make it a practice to make payments until 
you did approve it ? 

Mr. Mavutt. Well, the first one I got was dated April 29, 1952. So 
I would say they had. 

Mr. Warren. What was the basis of sending these others over to you, 
then ? 

Mr. Mactt. I told you before, Mr. Counsel, just to get the approval, 
the concurrence of the contracting officer. 

Mr. Warren. Mr. Maull, did you request an analysis of the United 
States Tin Corp. from Mr. Nicoll? 

Mr. Mavtt. No, sir, I did not. 

Mr. Warren. Didn’t you request an analysis that he made on March 
3, 1953? 

Mr. Mavi. Not to my knowledge. March 30, 1953? 

Representative Brown. Off the record. 

(Discussion off the record.) 

Mr. Mav. Are you referring to a memorandum dated March 10, 
1953? 

Mr. Warren. Yes, sir, I am. I refer to the beginning of that letter, 
which is addressed to you, signed P. W. Jordan. It states: 

You have requested an anaylsis and report from this office in connection with 
the corporation’s letter request of February 14 and February 19, 1953, for 
$1,300,000. 

That shows you requested the analysis, doesn’t it? 

Mr. Mavty. That is what the memorandum says. 

Mr. Warren. Was it your duty to request the analysis? 

Mr. Mavtt. If I had any reason to require the analysis I would say 
it would be my duty, yes, sir. 

Mr. Warren. Are you still signing the monthly advances; are you 
still approving them ? 























































al 


aa 


Stan. WF 


DEFENSE PRODUCTION ACT 407 


Mr. Mavu. I haven’t had any recently, but I imagine if they make 
any advances it will certainly come to me for approval. 

Mr. Warren. Such advances as have been made rec ently you have 
approved, haven’t you ? 

Mr. Mavtw. Yes, sir. 

Mr. Warren. Why did you state that you had none—— 

Mr. Mautw. I stated that I had been approving them since April 
29, 1952. 

Mr. Warren. Do you know what you are approving when you ap- 
prove them ¢ 

Mr. Maui. I approve them based on the memorandum I get from 
the Comptroller’s Office. 

Mr. Warren. And you don’t see what items are in there? 

Mr. Mau. No, sir. 

Mr. Warren. Why don’t you? 

Mr. Mautu. Because I, as I told you before, was instructed that all 
fiscal matters would be handled by the Comptroller’s Office. 

The Vice Cuarrman. Then why send it to you? 

Mr. Mavi. Because they contend, Mr. Chairman, they require ap- 
proval or concurrence by the contracting officer 

The Vice Cuarrman. What are you contrac ting for? You are not 
contracting for any tin although you were contracting officer, and you 
were purchasing agent but you never purchased any because they 
never produced any for you. That is a fine way to run an office, I 
mean, the whole oper ‘ation. 

Mr. Mauuu. They seem to feel they require an approval or concur 
rence of a contracting officer in making a payment under a contract. 

The Vice Cuatrman. They could make a rubber stamp for your 
signature. It is the same thing. I don’t think it is fair to you to ask 
you to approve something that you don’t know anything about. 

Mr. Mau. That isthe way it actually happened. 

Mr. Warren. You are supposed to actually know something about 
it, aren’t you ? 

Mr. Mavuuu. Not the breakdown of the individual cases. That is 
a matter—— 

Mr. Warren. Why don’t you ask for it? 

Mr. Mavutu. I am supposed to rely on the Comptroller’s Office for 
that information. I relied on it. I had no reason to believe there was 
anything wrong. 

Mr. Warren. Do you believe the Administrator of the General 
Services Administration would come here and tell us what you just 
told us? 

Mr. Mau tt. I believe he would with the same set of facts. 

Mr. Warren. You think he would come here and tell us that you 
have no responsibility when you place your signature on there? Do 
you honestly think that ? 

Mr. Mavtu. I think I have a responsibility as contracting officer to 
make sure it is in accordance with the terms of the contract. That is 
the only thing the signature is there for. 

Mr. Warren. You have a responsibility with no duties, is that what 
you say? 

' Mr. Mauut. No, I said I have the responsibility and duty both to 
establish the payment being made is in accordance with the terms of 
the contract or its amendments—— 
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Mr. Warren. Since you have been on the stand you have attempted 
to deny that you any responsibility until the doc umentary evidence is 


presented, then you take on whatever 1 ‘esponsibility you think is neces- 
sary. 


Mr. Mautt. I have not—— 

Mr. Warren. Why do you do this? 

Mr. Mav . I have tried to assume no responsibility, Mr. Counsel. 
[ have tried to point out that certain responsibilities are on me as to 
entering into the contract and seeing it is properly executed and car- 
ried out. For fiscal matters I am required to depend on the Comp- 
troller’s Office; in engineering matters I depend on the engineers of 
DMPA. 

Representative Brown. Let me ask you this question: You approve 
these contracts. Have you authority to disapprove any of them ? 

Mr. Mavtt. If there is anything wrong with the contract, I would 
say I have authority to. 

Representative Brown. This isn’t the question if you have a right 
to approve ; do you have the right to disapprove ? 

Mr. Mavi. I certainly would. 

Representative Brown. If you do, why don’t you call for the facts 
and pass on them ? 

Mr. Maui. Well, as I must again repeat myself, Congressman, 
that I depended solely upon the information furnished by the fiscal 
people, the Comptroller’s Office. I had no reason to doubt anything 
that wasn’t proper about it. For that reason I concurred. 

Representative Brown. Did the Comptroller General give you all 
the facts ? 

Mr. Mautt. It is not the Comptroller General. It is the comptrol- 
ler’s office of the GSA. 

Representative Brown. Did they give you all the facts? 

Mr. Maui. They didn’ t give me ‘the breakdown, and I didn’t have 
any reason to believe there was anything in the breakdown that was 
wrong. 

Representative Brown. What facts would they give you ? 

Mr. Mavutu. They would write me a memor: andum and s: ay that the 
monthly take under contract No. so-and-so was such an amount and 
they recommended payment, and down in the left hand side of the 
sheet they put a statement, “I concur.” In other words, concur for 
one point, that this is in accordance with the terms and conditions of 
the contract and its amendments. 

Mr. Warren. You had 3 years of nonperformance on this contract. 
Why wasn’t that sufficient information for you to disapprove some- 
thing? 

Mr. Mavi. Counsel, it is still the same situation. That is a mat- 
ter that we relied on the engineers, and mainly due to the fact that 
everyone wanted to develop tin in the Western Hemisphere. 

Mr. Warren. You didn’t have to develop it with these particular 
people, did you ¢ 

Mr. Mavutu. No, but this is a contract they had for that purpose and 
the Government had made such an investment in it that they wanted 
to try to get something out of the investment they made. 

Mr. Warren. Can you state one single item that you ever disap- 
proved in connection with the United States Tin Corp. case? 

Mr. Mautu. Yes, I can state one. 
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Mr. Warren. What did you disapprove ¢ 

Mr. Mavtx. It is not in the record. They tried to get a floor price 
of $1.20 a pound. I told them I wouldn’t allow it, that there was no 
use of requesting it. 

Mr. Warren. Under which contract / 

Mr. Mavuuyi. Under the contract itself, the main contract with 
United States Tin. 

Representative Brown. Where did you get the facts on which to 
base disapproval ? 

Mr. Mau. They felt the need of a support price of $1.20 because 
of the high cost of the operation. The price of tin was down, I told 
them, and we wouldn't give them any increase. 

Mr. Warren. You based that floor price on a recommendation of 
DMPA to Dr. Flemming? 

Mr. Mavtu. No, it was for a floor price of $1.20 from Mr. Kadow, 
and I told them I wouldn’t increase it. 

Mr. Warren. But DMPA also recommended to Dr. Flemming that 
this not be done, is that true? 

Mr. Maui. Not to my knowledge. 

Mr. Warren. Mr. Chairman, I suggest we make a part of the record 
the memorandum which has just been referred to. 

The Vick Cuatrman. Will you identify that further, please? 

Mr. Warren. It is a memorandum by DMPA to *the Defense 
Mobilizer with reference to the floor-price disapproval. 

The Vick CHatrman. It may be placed in the record. (See p. 411.) 

Mr. Betirno. In connection with the responsibility as has been dis- 
cussed, I have a copy of a memorandum which relates to a telephone 
conversation between Mr. Jordan of the Credit and Finance Division 
and Mr. Raymond Eberly, who worked under Captain Maull, dated 
April 23, 1951. I think we should put this in the record, but the one 
sentence here is that Mr. Jordan felt the Credit and Finance Division 
and the Emergency Procurement Service should be in absolute agree 
ment on cases of this nature, and they proceeded then apparently work- 
ing in absolute agreement, the Emergency Procurement Service and 
the Credit and Finance Division. 

The Vice Cuatrman. This refers to responsibility, you say? 

Mr. Be.urno. Yes, sir. 

The Vice CHatrman. I think it ought to go in the record because 
there isn’t anything so far that shows anybody is responsible for 
anything. 

Mr. Warren. Have you properly identified that ? 

Mr. Beturno. That is a rough draft of a conversation between Mr. 
Jordan and Mr. Eberly. It was followed up by an official memoran- 
dum addressed to Mr. H. C. Maull, ae Director, attention R. 
Eberly, dated April 23, 1951. (See p. 415 

In addition, I would like to quote for record from a letter on the 
stationery of the Hotel National, written by Mr. Kadow, just signed, 
“Ken.” It is addressed to “Hi Folks.” 

The Vice CHarrMan. What is the date of that ? 

Mr. Bextirno. It says “Thursday p. m.” 

Mr. Warren. Does that come out of Mr. Kadow’s file? 

Mr. Betirno. Mr. Kadow’s office. 

I am making progress slowly but surely. Completed a nice end run today that 
may bring a decision from Jess Larson very soon. Once a policy decision is 
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reached I don’t expect to be stopped by anyone. Had a nice talk today with a 
guy that has been trying to kill us off. He acts so friendly and nice that you 
would never guess he actually tried to cancel our contract 2 months ago. Maull 
and Gumbel stopped it in its tracks with Nicoll’s help—Nick sure is our real 
friend. 

Mr. Warren. Who tried to cancel that contract, Mr. Maull, when 
you and Mr. Gumbel stopped it ? 

Mr. Mavi. I don’t know unless they are talking about the memo- 
randum that was written under date vf April 1, 1952. It was by Mr. 
Young to Credit and Finance, Mr. Jordan. He sent me a copy at- 
tached to a memorandum dated April 8. That recommended the con- 
tract be terminated. Then later on Mr. Young, after this conversation 
with Mr. Lorain, and for other reasons, I don’t know what, changed 
his mind and requested an extension of 1 year. I think that was the 
memorandum dated July 9, if I am not mistaken. 

Mr. Warren. So you helped to stop it ? 

Mr. Mau.u. I always attempt to stop anything that I think there 
is anything should be done to stop it. I had this memorandum which 
was sent to me on the 8th of April. It was dated April 1, by Mr. 
Young, in which he recommended termination of the contract. About 
this time there was another letter written by the Administrator, Mr. 
Jess Larson. It was dated April 11, to DMEA, recommended that 
more exploratory work be done. I called Mr. Young on the telephone 
and I told him I thought his memorandum was rather inconsistent 
compared with the Administrator’s memorandum to DMEA, which 
recommended the addition of the exploratory work. Mr. Young said 
he had never seen the letter and would I read it to him. I read to him 
over the telephone. He said in view of that letter, “Don’t take any 
action on my recommendation.” 

Mr. Warren. There is no doubt that Mr. Kadow thought you 
helped him on this, isn’t that right ? 

Mr. Mavi. I don’t think so. 

The Vice Cuarrman. There was never any delay in making dis- 
bursements under the contract, was there? They were made 
promptly ? 

Mr. Mautu. I don’t think so, Mr. Chairman. I understand there 
is one right now that has been in for quite some time that hasn’t been 
disbursed yet. I think up to this time they have been disbursed regu- 
larly. 

The Vice CHarrMan. There is money now 

Mr. Mac tt. $80,000 some, I am told. 

The Vice Cuarrman. Would you be concerned or would you sit in 
on this additional request for $403,000 that has been made? 

Mr. Matti. Ordinarily, I would not, sir. 

The Vice Cuatrrman. Who would ? 

Mr. Mavuz. That would come strictly under the Comptroller’s 
Office, being a finance matter. 

The Vice Cuatrman. It wouldn’t come to you until after it was 
completed ? 

Mr. Mavtt. That is right. 

The Vice Cuarrman. I hope it never gets to you. 

Mr. Warren. Wouldn’t you approve it? You approved the others. 
Why wouldn’t you approve this one? 






































































DEFENSE PRODUCTION ACT All 


Mr. Mavi. In answer to your question, as the thing stands there, 
you would have a hard job getting me to approve anything. 

The Vice Cuarrman. You would want to know something about it ¢ 

Mr. Mavutu. Yes, an engineer’s report, a fiscal report, and all the 
other factors involved. 

Mr. Warren. You made reference to Mr. Young. Actually, Mr. 
Young did not change his mind on this until Mr. Lorain talked with 
him, isn’t that right? 

Mr. Mautu. It was after that time, as I recall, it was about the 9th 
of July that he wrote a memorandum to the Commissioner recommend- 
ing a l-year extension. That was after he talked with Mr. Lorain but 
he talked to him on May 3. 

Mr. Warren. You referred to an April 11 memorandum that Mr. 
Young wrote. Actually, Mr. Young did not change his mind until 
Lorain talked with him, did he? 

Mr. Mavuty. The memorandum was not dated April 11. The memo- 
randum from Mr. Young to Mr. Jordan was dated April 1. The 
memorandum to Mr. Jordan, sending me a copy, was dated April 8. 
Mr. Lorain saw him on the 3d of May. 

The Vice Cuatrman. Thank you very much, sir. 

Mr. Mavuuu. You are quite welcome, sir. It is a pleasure. 

The Vice Cuatrman. I didn’t think it was. I didn’t think you en- 
joyed it at all, particularly the other day, but I am glad to know it. 

(The material referred to in Mr. Maull’s testimony follows.) 


AprRIL 6, 1953. 
Hon. ArtHur S. FLEMMING, 
Acting Director, Office of Defense Mobilization, 
Washington 25, D.C. 

DEAR Mr. FLEMMING: Reference is made to certificate DMPA-115-21—-DPA-188 
dated July 30, 1952, which authorizes a program of assistance to the United States 
Tin Corp. for the development and mining of its tin and tungsten properties in 
the Seward Peninsula, Alaska. 

That certificate was granted in response to our letter of July 22, 1952, in which 
we outlined certain expected results during the ensuing year. It was pointed 
out that, at the end of the operations of the company for a 12-month period 
ending July 31, 1953, a further review would be made to determine whether 
further assistance would be necessary or advisable. 

The United States Tin Corp. was not able to carry out its full program during 
the first 7 months of the year covered by the certificate to which reference is 
made. This inability was the direct result of an event of force majeure This 
was the shipping strike occurring in the summer of 1952, which delayed the first 
boat from Seattle to Alaska by about 2 months, and resulted in the cancellation 
of 1 of the 3 normal sailings. The effect on the development of the property 
was that materials were unavailable at the time needed, thereby preventing in- 
stallation of equipment to supply water to operate the mill during the winter. 

Up to the present, the property has been in the process of development; how- 
ever, the point has been reached that continuous operation as projected can be 
expected with the adequate supply of water for the winter which is reasonably 
assured by the end of this summer. 

Through the end of March 1953, about $1,293,000 of the DMPA financing has 
been spent, of which $115,000 has been recaptured through production of con- 
centrates. Through July 31, 1953, it is anticipated that an additional $172,000 
will be spent from funds already authorized for the project. Thus, by the end 
of the present program, July 31, 1953, there will be a total investment of about 
$1,350,000, excluding DMPA funds. As a result of that investment. the com- 
pany will have a mine and mill ready to operate. 

In 1952 the DMPA authorized a program of exploration at a total cost of 
$226,000, of which DMPA is to contribute 90 percent, receivable through royalties 
if the exploration proves additional ore. This exploration is to be completed 
during 1958. The purpose of the exploration is to ascertain the extent and value 
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of mineralized areas indicated by earlier preliminary investigation—diamond 
drilling. The proven ore reserve lies in a different area from that being ex- 
plored. The balance of the cost of the exploration not provided by DMBA is 
being supplied through sale of stock in the company. 

In the opinion of DMPA engineers, the only major problem now is the pro- 
vision of year-round supply of water for the normal projected operation of 
the venture, The company has made plans for solution of this problem. In our 
opinion, a dependable water supplly will be provided. 

A recent change in mine management has placed experienced, highly-trained 
and well-recommended men in the positions of general superintendent and mill 
superintendent. We believe that this will result in a significant improvement 
in operation. 

Engineering estimates made by DMPA after visits to the property disclose 
that there is a 2-year supply of proven and probable ore. In the light of this 
and other favorable factors, the DMPA recommends at this stage that contin- 
ued financial support be given to the venture. Further, if the ore is mined as 
planned, the value of the production in the next year should return all of the 
funds to be advanced for cost of operation, and may well return part of the capi- 
tal invested in the venture. 

The company has requested that any tin delivered or produced during the 
12-month period ending July 31, 1954, be the subject of a floor price of $1.20 
per pound. Under the existing contract with the DPS of GSA the contractor 
may deliver the metal to the Government, at a price to be negotiated. As the 
contract contains price adjustment provisions, no action is needed on this re- 
quest at this time. 

At the request of the company, we have reviewed the current situation as 
projected to July 31, 1954, and have determined that additional financial as 
sistance through advances not to exceed $1,300,000 is essential. This includes 
not only operating expenses, but also certain capital improvements amounting 
to $350,000 and consisting mainly of a permanent water supply installation, 
mill equipment and some additional buildings deemed necessary to assure op- 
erations. Furthermore, it is recognized that additional financial aid beyond 
July 31, 1954, may be required by advances or otherwise, with the objective of 
ultimate liquidation of all investment by the Government. Financing from 
sources other than the Government, is not available. The location of the prop- 
erty, coupled with the inclemency of the weather, restricts the shipping season 
to a few months and makes shipping undependable ; therefore, the usual methods 
of advancing funds are not applicable to this venture. 

The revised borrowing authority for this program is estimated as follows: 


Certified to To be certi- 


date Increase fied 
2 , _ nace . 
Thousands 
Gross transactions - -. d , $2, 865 $338 $3, 203 
Borrowing authority (probable ultimate net cost). .-~.- = 1, 433 953 2, 386 


The revised gross transactions are based on 2,550,000 pounds of tin at $1.20 per 
pound and 44,000 of tungsten at $3.25 per pound. 

The increase in the required borrowing authority will provide for an addi- 
tional advance of $1,300,000. The revised probable ultimate net cost to be cer- 
tified is the sum of the Government liability on the V-loan at July 31, 1953, plus 
all advances made or to be made through July 31, 1953, plus the proposed ad- 
vance, less the value of concentrates estimated to be on hand in the continental 
United States on October 1, 1953. This is expressed in tabular form as follows: 








Liability on V-loan guaranty (95 percent of outstanding loan) -~-~~-~- $152, 726 

Advances made and to be made through July 31, 1953__.-..--------- 1, 189, 620 
Projected financial assistance outstanding July 1, 1953, in accordance 

With! GEISEIN® BUCROTINNNIOG 45 naga enti odie dod i dokecs 1, 342, 346 

Proposed SGGICIONAl AAVARICO. ancien SEAR ieedetme es 1, 300, 000 

2, 642, 346 

Value of concentrates on hand Oct. 1, 19538.......---.------.------- 257, 000 

i i a a cell 2, 385, 346 

a iliac iil 2, 386, 000 
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Based on technical judgment no further probable ultimate net cost is en- 
visioned. However, because of the vulnerable strategic location of the mine 
and because weather conditions prohibit the shipment of concentrates between 
October 1953 and July 1954 this full amount is considered to be the probable 
ultimate cost. 
Your early consideration and issuance of a revised certificate for the program 
would be appreciated. 
Sincerely yours, 
Tom Lyon 
(For Howard I. Young, Deputy Administrator). 


APRIL 23, 1951. 
Mr. Jordan, Director of the Credit and Finance Division, telephoned Mr. 


Raymond Eberly of the Emergency Procurement Service, this date, with refer- 
ence to an application for a guaranteed loan for the United States Tin Corp. 

Mr. Jordan pointed out to Mr. Eberly that earlier this month the Emer- 
gency Procurement Service had informed the Credit and Finance Division that 
the performance of the contract by United States Tin Corp. was in the interest 
of national defense. To date, no allocation has been received. Mr. Jordan 
stated that advantage was taken of the time delay by further delving into this 
case. The Federal Reserve Bank of San Francisco has submitted a complete 
analysis of the case, stating there is no basis for credit and that favorable 
action must depend entirely on the justification from the standpoint of necessity 
for materials. Mr. Jordan said he felt the Credit and Finance Division and 
the Emergency Procurement Service should be in absolute agreement on cases 
of this nature. He stated the real determination is whether or not the require- 
ments under this particular contract are sufficiently important to take what 
would be considered a strong calculated risk. He said if it was determined to 
go ahead, all possible pay conditions would be introduced in the loan to protect 
the Government’s interest. Mr. Jordan speculated as to whether he should go 
ahead on this case in view of the specific recommendation from the Federal 
Reserve bank. 

Mr. Eberly replied that while this is a small operation and the results in them- 
selves would not be important, what is considered important is the entire scope 
of the operation. If this case is successful, there is enough tin to supply half 
the requirements of the United States. Mr. Eberly pointed out that Interior 
Department was the agency that initiated this action. He stated that if, within 
the continental limits of North America, there is enough tin to supply half of 
the United States, he would say it is worth $100,000 to find out, and he felt every 
effort should be made to find out. If the initial venture is successful, other 
companies, including Anaconda Copper would develop their holdings in the same 
vicinity. 

Mr. Jordan told Mr. Eberly he would send him a memorandum confirming this 
telephone conversation in order that agreement to proceed in authorizing the 
guaranty might be a matter of record. 


Aprit, 23, 1951. 
To: Mr. H.C. Maull, Jr., Acting Director 
(Attention: Mr. R. Eberly.) 
From: Director, Credit and Finance Division 
Subject : United States Tin Corp., contract GS-OOP-(D) 520 


This will confirm telephone conversation of this date with Mr. Ray Eberly 
concerning a guaranteed loan to the above-described contract. 

Pending the allocation by the Bureau of the Budget of funds for this con- 
tract, this office requested the Federal Reserve Bank of San Francisco to make 
their normal investigation. The findings of the Federal Reserve have been 
submitted to this office with a conclusion that there is “no basis for credit and 
that favorable action must therefore depend entirely on justification for loan 
from standpoint of necessity for materials.” A review of the material sub- 
mitted by the Federal Reserve bank leads us to concur with their conclusion as 
to the financial aspects of the case. 

However, an examination of the file, and as confirmed by Mr. Eberly, dis- 
closes that while the amounts of tin and tungsten which may be obtained from 
this contract are small, its importance lies in the fact that it is in the nature 
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of a pilot operation and that if successful, a new continental source of tin will 
be available to meet the defense needs of the United States. The potentialities 
have been fully explored by the Department of Interior and it is estimated that 
this initial operation may open up a field of supply sufficient to meet one-half 
of the annual requirements of the entire United States. 

To confirm in summary, our discussions have led us to the mutual conclusion 
that the overall importance of the project is such that GSA should authorize 
a guaranteed loan with full recognition of the credit risk involved. Accordingly, 
when the allocation of funds has been made we will proceed to authorize the 
guaranteed loan and at the same time introduce in the loan provisions all possible 
conditions to protect the Government’s interest. 

P. W. JoRDAN. 

The Vice CuarrMan. Our next witness will be Mr. V. A. Brussolo. 
Mr. Brussolo, will you raise your right hand? Do you solemnly swear 
the testimony you are about to give to be the truth, the whole truth, 


and nothing but the truth, so help you God? 


TESTIMONY OF V. A. BRUSSOLO, MINING ENGINEER, MATERIALS 
DIVISION, EMERGENCY PROCUREMENT SERVICE, AND CLARENCE 
J. KOONTZ, OFFICE OF GENERAL COUNSEL, GENERAL SERVICES 
ADMINISTRATION 


Mr. Brussoxo. I do. 

The Vice Cuairman. Will you identify yourself, if you will, sir, 
and give us your address, your title, and so forth ? 

Mr. Brussoio. My name is Vito Brussolo. I am a mining engineer 
with the Materials Division of the Emergency Procurement Service. 
IT am located at 3800 Porter Street, Washington, D. C. 

Mr. Chairman, may I have the assistance of Mr. Clarence Koontz? 

The Vice Cuarrman. If you need it. Mr. Koontz, would you give 
your name and address to the reporter ? 

Mr. Koontz. The reporter has my name. It is Mr. Clarence J. 
Koontz. My address is 517 Fern Place NW., Washington. 

The Vice Cuarrman. What is your title? 

Mr. Koontz. I am a member of the staff of the General Counsel 
on detail to the Director’s Office of Materials Division, General Serv- 
ices Administration. 

The Vice CuarrmMan. Let us get on now. Let us speed this up, if 
wecan. Congress is trying to adjourn. 

Mr. Warren. Mr. Brussolo, did you make investigations at the 
United States Tin Corp. ? 

Mr. Brussoto. I did, sir. 

Mr. Warren. On what date was the first one ? 

Mr. Brussoxo. The first investigation took place between Septem- 
ber 21 and October 7 of 1952. 

Mr. Warren. Will you state what you found on that inspection 
and who ordered you to make the inspection ? 

Mr. Brussoro. Mr. Homer Mann, who was at that time the Chief 
of the Minor and Light Metals Section, gave me instructions to 
proceed. 

Mr. Warren. What agency is that? 

Mr. Brussoxto. That is a DMPA, Defense Minerals—— 

Mr. Warren. You were with that agency at the time you made 
your first inspection ¢ 
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Mr. Brussoro. Yes, sir. I had been with that agency some 2 weeks. 
1 joined the agency on August 29 and made the inspection on Septem- 
ber 21. I received instructions from Mr. Mann to proceed to the mine 
to determine the technical and economic aspects of the venture and 
whether or not it should be continued. 

Mr. Warren. What did you find when you got to the mine? 

Mr. Brussoro. When I got to the mine, I found innumerable 
irregularities. 

Mr. Warren. Will you state what those irregularities were? 

Mr. Brussoxo. To begin with, I found that the records of the op- 
eration were ill kept. They were fragmentary. Scattered. Not 
readily available. And occasionally improperly and erroneously re 
corded. And that the need for collecting, assembling and systematiz- 
ing the basic data was of primary urgency. 

Mr. Warren. What else did you find ? 

Mr. Brussovo. From the technical standpoint I found that the oper- 
ation was conducted on a limited basis, that the underground work was 
not proceeding satisfactorily, that the millwork was also proceeding 
unsatisfactorily. 

Mr. Warren. Had the mill ever operated at that time? 

Mr. Brussoro. Yes, sir, it did. 

Mr. Warren. How much had it operated ? 

Mr. Brussoto. It had operated according to the records from June 
up to the time that I was at the mine. 

Mr. Warren. Did you obtain any production figures? 

Mr. Brussoto. Yes, sir, I did. 

Mr. Warren. How much production had there been at the mine up 
to that point ? 

Mr. Brussoxo. At that point, according to the figures collected, there 
id been a total of 50 tons of tin concentrate. 

Mr. Warren. As of what date? 

Mr. Brussoxro. As of September 1952. 

Mr. Warren. There had been 50 tons of concentrate produced dur- 
ing the entire 

Mr. Brusso.o. During the entire operation from June, when they 
first started, to the end of September 1952 or at the time of my visit. 

Mr. Warren. In June the mill started to operate and was closed 
down some time after that, wasn’t it ? 

Mr. Brussoro. Indeed, because they have operational difficulties 
when you first start a mill. 

Mr. Warren. What was the reason that the mill had been closed 
down? Was it because of unsuitable equipment ? 

Mr. Brussoto. Partly unsuitable equipment and partly the so-called 
tuneup period that each mill is subject to when you first begin opera- 
tion. 

Mr. Warren. I notice that Mr. Kadow referred to this equipment 
on more than one occasion as a pile of junk. Did you agree with that 
description of this equipment ? 

Mr. Brussoro. I wouldn’t know what Mr. Kadow means by “a pile 
of junk,” frankly, Mr. Chairman. 

Mr. Warren. What is your description of the equipment? 

Mr. Brussoro. Under the circumstances I would say that the 
equipment although leaving much to be desired, but for an opera- 
tion of that type would be acceptable. 
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Mr. Warren. What did you find the water situation to be? 

Mr. Brussoxo. At the time they were operating solely and exclu- 
sively from a nearby creek water, so they had no problem there. But 
in my report, I mention that the venture was subject to some difficulty 
in case later on they could obtain sufficient water from underground 
sources, because the surface stream during the winter months would 
be closed completely. 

Mr. Warren. ‘They were having difficulty with the underground 
water source when you were there, is that true ? 

Mr. Brussoxo. No, sir, not in the sense that they were short of water 
from the source. They were having difficulty in dewatering the under- 
ground workings 

The Vice CuarrMan. Doing what? 

Mr. Brussoiro. Pumping the water out from the underground 
workings. 

Mr. Warren. They weren’t getting the water they needed to oper- 
ate this mill? 

Mr. Brussoio. They were at the time because there was an excess 
of water from the nearby creek. 

Mr. Warren. Was that because it was in the summertime? 

Mr. Brussoxo. Yes, sir. 

Mr. Warren. The difficulty was in the wintertime, is that true? 

Mr. Brussoxo. The projected difficulty would be. 

Mr. Warren. Did Mr. Kadow accompany you to the mine? 

Mr. Brussoxo. Yes, sir. 

Mr. Warren. On the first visit ? 

Mr. Brussoxo. Yes, sir. 

Mr. Warren. Also on the second visit ? 

Mr. Brussoxo. Yes, sir. 

The Vice Cuarrman. When was the second visit, Counsel ? 

Mr. Brussoxo. The second visit was in January 1953. 

Mr. Warren. Did your first report indicate that unless a great deal 
more ore was found by future operations future loans would not be 
justified ? 

Mr. Brussoxo, No, sir. 

Mr. Warren. Are you sure? 

The Vice Cuarrman. What did you report after you came back? 

Mr. Brussoxo. Let me go back a minute, Mr. Chairman. 

Mr. Warren. Paragraph 2, I believe, is where you would find it. 

Mr. Brussovo. In paragraph two it states specifically, “Estimates 
indicate that unless a great deal of ore is disclosed by future opera- 
tions” 

Mr. Warren. Exploration. 

Mr. Brussoxo. “The venture is not a profitable undertaking.” 

The Vice CHarrMan. What are you reading from ? 

Mr. Brussoxo. I am reading from my report. 

The Vice Cuatrman. Who is it addressed to and on what date? 

Mr. Brussoro. This is addressed to Mr. Tom Lyon, Director of the 
Domestic Expansion Division of DMPA. It is dated November 5, 
1952. 

The Vice CuHarrMan. You disapproved then in the final analysis 
for further operations under this contract, further granting of loans 
on the basis of the operation to date? 

Mr. Brussoro. No, sir. 
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The Vice Cuarrman. How would you interpret what you said there 
otherwise ? 

Mr. Brussoro. I will quote from paragraph three to explain that 
particular point, Mr. Chairman. May I read, “Estimates indicate 
that on the basis of the data available at this time the operation of 
the venture involves a net loss to DMPA in the neighborhood of 
$700,000, assuming that the net value of the tungsten content is realiz- 
able. If this metal is not recoverable, the loss is estimated at around 
$1,100,000. If, on the other hand, further support of the operation 
is withdrawn, the loss will be nearly $1 million.” 

So, inasmuch as the primary purpose of finding a source of tin, 
which was a metal of national interest, hadn’t been accomplished and 
inasmuch as the figures at the time of the estimate showed that whether 
vou went ahead or whether you quit the venture the loss was ap- 
proximately the same, and since the purpose was to find a source of 
tin in that area, my decision was to continue with the operation. 

The Vick CHarrMan. Soto continue the loss ¢ 

Mr. Brussoto. Not necessarily. 

The Vice Cuarrman. There is no other answer to it, from your own 
statement. Yousay they already lost $1 million. 

Mr. Brussowo. No, I didn’t say that, Mr. Chairman. 

The Vice CuHarrMan. They would lose 

Mr. Brussowo. I said that the total loss at that time, the figure 
showed, would involve $1 million. 

The Vicr CHarrman. And if you loaned additional money it would 
just be that much on top of the $1 million ? 

Mr. Brussoio. No, sir. The calculation was based there, Mr. 
Chairman, on the projected life of the venture at that time. 

The Vice Cuatrman. What was that? Did you find any tin there 
yourself? As a mining engineer, did you find tin or did you think 
there was tin in sufficient quantities to warr a the operation ? 

Mr. Brussoro. In my estimation at that time I did. 

The Vick CuarrmMan. Are you the first mining engineer the Gov- 
ernment sent up there to look into -— venture? 

Mr. Brussoto. By DMPA,I wa 

The Vice CHatrman. Go aheods Counsel, 

Mr. Warren. Your first report was an adverse report, wasn’t it? 

Mr. Brussoio. Not necessarily, sir. 

Mr. Warren. On the basis of what had been found, you didn’t think 
this mine could operate at a profit, did you ? 

You said a $700,000 loss, did you ? 

Mr. Brussoxio. That is right. 

Mr. Warren. For what period of time? 

Mr. Brussoxo. That is over a period of approximately 2 years. 

Mr. Warren. The loss was actually much greater than that, wasn’t 
it? But you anticipated a $700,000 loss # 

Mr. Brussoxo. Well, I anticipated $1,100,000 loss, actually. 

Mr. Warren. For 2 years? 

Mr. Brussoxo. For 2 years, yes, sir. 

Mr. Warren. That was 2 years following your first visit ? 

Mr. Brussoio. Yes, sir. 

Mr. Warren. Who received copies of your report when it was 
transmitted ¢ 
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Mr. Brusso.o. Copies went to Mr. Lyon, Mr. Maull, Mr. Rennick 
of the Bureau of Mines, the United States Tin Corp., Mr. Jordan and 
Mr. Clary, and Mr. Mittendorf. 

Mr. Warren. So all of these people had notice that in your opinion 
there would be a $1,100,000 loss for the 2 years after the report ? 

Mr. Brusso.o. That is a projected loss, not an actual loss. 

The Vice CHatrman. Did you think they were going to begin to 
pull out at the end of 2 years and make money # 

Mr. Brussow. If the exploration and the discovery of ore had come 
through I thought so, yes, sir. 

The Vice Cuarrman. How would you know if they weren’t pro- 
ceeding with the exploration ? 

Mr. Brussoio. Before I knew I would have to siart. 

The Vice Cuatrman. Before you what ? 

Mr. Brussoio. Before we could find out about the exploration we 
would have to undertake the work of exploring. 

The Vice Coarrman. Why didn’t they explore it ? 

Mr. Brussoio. They did. 

Mr. Warren. Why didn’t they explore it before they went up there 
and built a commercial operation? Wasn’t that what they should have 
done? 

The Vice CuarrMan. Certainly. 

Mr. Warren. Did you recommend that ? 

Mr. Brussoxo. I did recommend exploration. 

Mr. Warren. That is what you recommended, exploration ? 

Mr. Brussoio. No, that was part of the assignment, exploration and 
continuance of the operation. 

Mr. Warren. Tell us exactly what you recommended with respect 
to that? 

Mr. Brussovo. It is somewhat long, but I may refer you to the re- 
port. On page 8, the first part 

The Vice CHatrMan. Let’s try to speed this up, Counsel. 

Mr. Warren. Mr. Brussolo, we will—— 

Mr. Brusso.o. On the summary, on page 14: “Definitely consider 
development work to the east of the adit level to explore possible 
extension of the stoping area.” That is a definite item there. 

Mr. Warren. On the basis of a 100-ton per day operation, how long 
did you estimate the economic ore bodies would hold out? 

Mr. Brussovo. I didn’t quite get the question. 

Mr. Warren. On the basis of a 100-ton mill operation, how long 
did you estimate that the ore bodies would hold out ? 

Mr. Brussoio. My recollection was 18 months. 

Mr. Warren. 18 months? 

Mr. Brusso.o. 18 months, roughly. 

Mr. Warren. Therefore, if there was to be any operation that was 
worth anything it had to be on the basis of exploration, that you had 
to find more ore, didn’t you ¢ 

Mr. Brussoxo. Yes, sir. 

The Vice Cuarrman. Did they find more ore? 

Mr. Brussoxo. I think Mr. Mittendorf could probably answer that. 

The Vice Cuairman. How about you? What is your answer? 

Mr. Brussowo. Yes, we did find more ore up there. 

Mr. Warren. You don’t know that any more was found, do you? 

Mr. Brussoio. Yes, indeed. 
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Mr. Warren. The exploration contract didn’t bring forth any new 
ore, did it, that $226,000 ? 

Mr. Brussoro. That you will have to refer to Mr. Mittendorf. I 
am thinking of the exploration of the main vein now. 

Mr. Warren. You are talking about the 100-ton mill operation, 
aren’t you, the commercial oper ation ? 

Mr. Brussovo. Yes, sir. 

Mr. Warren. How much more ore was discovered ¢ 

Mr. Brussoro. I will have to refer to Mr. Croston, the engineer, who 
went up there lately. 

Mr. Warren. We will ask Mr. Croston to testify to that. You 
don’t know whether any new ore was found up there, do you, really ? 

Mr. Brussovo. Yes, indeed. 

Mr. Warren. How much ¢ 

Mr. Brussoio. Between my first and second visit, where I made 
another determination of the amount of ore on the main ore shoot, 
there were found, according to the new estimate, 2,400 tons. 

Mr. Warren. What grade was it? 

Mr. Brussoto. That grade of ore was approximately 1.7 percent. 
I am taking an average content of tin. 

The Vick Cuatrman. That is low grade, is it? 

Mr. Brussoxo. No,sir. That is very high grade. 

The Vice Cuarrman. High grade? 

Mr. Brusso.o. Yes, sir, in comparison to other fields in the world. 

Mr. Warren. That is not much ore, is it? You said there was 18 
months supply before. If you add that on to the 18 months’ supply, 
how much supply is there after the addition ? 

Mr. Brussoio. That is only within the period of my two visits. You 
will have to ask Mr. Croston. He went up there 18 months later. 

Mr. Warren. All right, sir. What was your and Mr. Kadow’s re- 
lationship during your visits to the mine? 

Mr. Brussoxo. Purely professional. 

Mr. Warren. Did you goanyplace? Did you visit him in his home 
or go anyplace with him during your inspection ? 

Mr. Brussoro. No, sir. On the second inspection I was over to his 
home. 

Mr. Warren. So, your report on the second inspection got much 
more favorable than the first inspection, too, didn’t it ? 

Mr. Brussoxvo. Not necessarily. 

Mr. Warren. You were very friendly with Mr. Kadow, weren’t you? 

Mr. Brussoxo. I was friendly, yes, in a professional way. 

Mr. Warren. How many times did you go out with Mr. ‘Kadow ? 

Mr. Brussoio. Once in Juneau, and once in Seattle. And twice in 
Washington, I recollect, two or three times. 

Mr. Warren. Why did you make the second trip to the mine so 
soon after you had made the first trip? 

Mr. Brussoxo. I made the second trip on the orders of my superiors, 
and it was to determine the progress, to see whether or not the con- 
tractor was carrying out the operation as projected. 

Mr. Warren. Did Mr. Kadow ask that you be sent up there? 

Mr. Brussoto. That I don’t know. You will have to— 

Mr. Warren. He was seeking another loan, wasn’t he, at that time? 

The Vice Cuamman. He was always doing that. That was noth- 
ing new. That was his chief business. 
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Mr. Brussoxo. I had no knowledge of that. I was an engineer. 

Mr. Warren. He asked that you be sent up there, didn’t he? 

Mr. Brussoxo. I have no way of knowing that, sir. 

Mr. Warren. He did ask that you be sent up there. The corre- 
spondence indicates that. Why would he ask that you be sent specifi- 
cally? : 

Mr. Brussowo. That I don’t know. 

Mr. Warren. Do you think it was because you were very friendly 
with Mr. Kadow? i ; 

Mr. Brussoxo. I don’t think so. 

Mr. Warren. You wrote an adverse report the first time ? 

Mr. Brussoxo. Yes, sir. 

The Vick Cuarrman. He hadn’t been indoctrinated at that time. 
He had only been with the organization 2 weeks, Counsel. 

Mr. Warren. The second time was when Mr. Kadow entertained 
you, was it ? 

Mr. Brussoxo. No, sir, he entertained me the first time. We went 
out to dinner the first time. 

Mr. Warren. How many times did you go out to dinner the first 
time? 

Mr. Brussoro. Once in Seattle, to my recollection, lunch, I would 
say. 

Mr. Warren. Where else? 

Mr. Brussovo. And then after that once in Juneau. That was the 
second trip. And my recollection is twice in Washington, sir. 

Mr. Warren. When did you go out with him in Washington ? 

Mr. Brussoxo. That was after the early part of 1953. I am quoting 
from my memory now. 

Mr. Warren. Where did you go in Washington ? 

Mr. Brussovo. In Washington I was with Mr. Rennick or Mr. 
Nicoll, myself, and we went to some Greek restaurant. 

Mr. Warren. That was the first time or the second time ? 

Mr. Brussovo. That was the first time in Washington. 

Mr. Warren. Where did you go the second time in Washington? 

Mr. Brussoto. The second time in Washington at the National 
Hotel. 

Mr. Warren. Who was with you at that time? 

Mr. Brussoro. Mr. Mann. 

Mr. Warren. Do you think it is good business in your position to go 
out to the people’s homes and have dinner with them and be enter- 
tained by them ? Don’t you think that influences your decision ? 

Mr. Brussoxo. I don’t think so, sir. 

Mr. Warren. Do you think it is good business? 

Mr. Brussoro. I don’t think under the circumstances this has any- 
thing to do with it. That is just a common courtesy and civility. 

Mr. Warren. Who paid the bill? 

Mr. Brussoto. He did. 

Mr. Warren. He paid it. The General Services Administration 
ended up paying it. 

Mr. Brussoio. That I don’t know. 

Mr. Warren. So you helped him get the loan, the people who go 
out with him, and then the General Services Administration in the 
end paid the bill ? 
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Mr. Brussoio. You can draw your own conclusioa on that. I don’t 
know. 

The Vice Cuatrman. That is not hard to do. 

Mr. Warren. Who was present at the time you went to Mr. Kadow’s 
home ? 

Mr. Brussoxo. His wife. 

Mr. Warren. Was Mr. Lorain there? 

Mr. Brussoxo. No, sir. 

Mr. Warren. How many times did you see Mr. Lorain when you 
made your visit to the mine ? 

Mr. Brussoro. IL saw Mr. Lorain several times, sir. 

Mr. Warren. Was he very enthusiastic about the mine? 

Mr. Brussoxo. Yes, he was. 

Mr. Warren. Did that make you more enthusiastic than you would 
have been otherwise ? 

Mr. Brussoxo. No, sir. As a mining engineer, it would make me 
more careful. 

Mr. Warren. Why did you get so enthusiastic on your second visit 
when you were not enthusiastic on your first visit ? 

Mr. Brussoro. The report doesn’t show that because we decided to 
close down part of the operation. 

Mr. Warren. That was because you didn’t have water; wasn’t it ? 

Mr. Brussoxo. That is right. 

Mr. Warren. Did you anticipate any loss in the 2-year period after 
your second report ? 

Mr. Brussoxo. I anticipated a loss, sir, on my first report, a total 
loss. 

Mr. Warren. How much did you anticipate on your second report 
for a loss? 

Mr. Brussoxo. I didn’t anticipate because the time interval between 
the first trip and second trip was so short that the first figures would 
hold. 

Mr. Warren. Did you so state in your second report 

Mr. Brussoto. No, sir. I stated it in my first report, the total loss, 
that probably would be incurred. 

Mr. Warren. Mr. Chairman, I would like to read some extracts 
from the report of Mr. Brussolo dated February 16, 1953, addressed 
to Tom Lyon, Director of the Domestic Expansion Division, the sec- 
ond paragraph on page 2: 

In connection with the water situation it is important at this time to mention 
that a surface spring about 2 miles to the south of the camp in all probability 
can be utilized during the winter months to supply sufficient water, provided 
however the flow is constant throughout this period. 

If by October of this year this difficulty remains unsolved, it would appear 
inadvisable to continue with the venture. 

Page 3: 


The increase in tin content in the ore estimate is attributed mainly to a sig- 
nificant rise in this metal content shown in the * * * 53 east and 156 east. A 
series of samples taken at various places across the vein show values which 
range from 2.20 percent tin to as high as 5 percent. There is strong evidence 
of possible extension of commercial values to the east beyond the present limit 
of the ore reserve. Development work will be undertaken to investigate the 
possibility of these extensions. The difficulties originally encountered with ore 
breaking were substantially overcome and the present stoping method is on the 
whole successful. With the exception of some items of secondary importance, 
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the alteration and expansion of the mill to a capacity of 100 tons a day was 
completely uncheduled. 

The Vict CHarrman. How many more questions have you for this 
witness? That was a quorum call, Mr. Counsel. 

Mr. Warren. I think we had better wait. 

The Vice Cuatrman. How much longer will you be with him? I 
am sorry. I didn’t realize until awhile ago that we were meeting this 
morning at 11 o’clock. They are taking up the report on the housing 
bill, as you know. That is the reason for this uorum call. They are 
going to ask for additional time. It will caabahae take a couple of 
hours at least. They have a full day, and then there is a conference of 
the Republican Members of the House as soon as the House adjourns. 
So it looks like a complicated day. 

Mr. Brown said as he went out that he understood they were going to 
meet at 10 o’clock tomorrow morning. I will have to find out if I can 
from Mr. Halleck. I don’t know what will be up for Thursday. I 
am sorry, gentlemen. I am afraid we will have to adjourn. 

You will let them know as soon as we can find out what the situa- 
tion is. We will meet here then tomorrow, if we can. 

Mr. Warren. If you will check with the office, we will be glad to 
advise you whether we can meet or not. 


(Whereupon, at 11:30 a. m., the committee recessed to reconvene at 
the call of the Chair.) 
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(Progress Report No. 28—United States Tin Corp. Loan) 


WEDNESDAY, JULY 21, 1954 


Unirep Staves ConGress, 
Jormnt CoMMITTerR ON Derense Propucrion, 
Washington, D.C. 
The joint committee met, pursuant to recess, at 10:55 a. m., in room 
1301, New House Office Building, Representative Ralph A. Gamble 
(vice chairman), presiding. 
Present: Representatives Gamble, Talle, and Brown of Georgia. 
Also present : Harold J. Warren, general counsel; Allen E. Pierce, 
staff director, and Carmine Bellino, accounting consultant. 
The Vice Crarrman. Mr. Brussolo, will you resume the stand? 
Mr. Brussolo, you are a mining engineer ? 


TESTIMONY OF V. A. BRUSSOLO, MINING ENGIGNEER, MATERIALS 
DIVISION, EMERGENCY PROCUREMENT SERVICE, AND CLARENCE 
J. KOONTZ, OFFICE 0F GENERAL COUNSEL, GENERAL SERVICES 
ADMINISTRATION—Resumed 


Mr. Brussoxo. Yes, sir, I am a professional mining engineer. 

The Vice Cuatrman. Where did you graduate or go to college? I 
forgot to qualify you. 

Mr. Brussovo. I am a graduate of the University of California, 
Berkeley, Calif. I hold the degree of bachelor of science in mining 
and master of science in metallurgy. 

The Vice Cuairman. Go ahead, Mr. Counsel. 

Mr. Warren. Mr. Busssolo, will you state on what figures you based 
your ore estimates in your reports ? 

Mr. Brussoxo, I took into consideration the known data that was 
available at the time of my inspection of the mine and that data in- 
cluded a comprehensive report of Mr. Fearing and the investigation 
of the assays which have a bearing on ore estimation of the Bureau 
of Mines. 

Mr. Warren. Is that Mr. Lorain? 

Mr. Brussoio. No,sir. Thatis Mr. Heidi. He isthe one who made 
the investigation from the Bureau of Mines. 

Mr. Warren. Did any of your information come from Mr. Kadow 
and Mr. Lorain ? 

Mr. Brussoxo. No, sir. 

Mr. Warren. You didn’t rely on what they told you in your reports? 

Mr. Brussoio. Absolutely not. 

423 


424 DEFENSE PRODUCTION ACT 


Mr. Warren. How do you account for the fact that Mr. Bourret 
relied on the same reports you relied on and you made one report 
which was favorable and he made an adverse report ? 

Mr. Brussoio. Mr. Bourret had not been at the mine. He had never 
inspected the mine, whereas I as a mining engineer had the opportu- 
nity to see the property and draw my own conclusion as a professional 
engineer. 

Mr. Warren. In your first report that was mentioned yesterday 
it was pointed out that you made an estimate as to how much money 
would be lost by the United States Tin Corp. ; is that true ? 

Mr. Brussoxo. Yes, sir. 

Mr. Warren. How much was that estimated loss? 

Mr. Brussoio. The estimated loss based on the examination and 
the data available at that time was estimated to vary between $700,000 
and $1,100,000, provided however, that the values of the tungsten 
could be realized, which at the time I had some question and some 
doubts about that. 

The Vice Cuairman. Why was that, as to the quality or the abil- 
ity to process it ? 

Mr. Brussoro. No, that was due to the quantity, the actual quan- 
tity of the tungsten contained in the ore. 

The Vice Cnamman. Over what period would that be projected, 
that projected loss ¢ 

Mr. Brussoio. That projected loss was projected on the available 
data at that time to the prognosticated time of the operation, taking 
into consideration, however, the treated ore would be treated through 
the plant to derive a revenue. 

Mr. Warren. What was the life of the operation ? 

Mr. Brussoxo. As I stated yesterday, approximately 20 months. 

The Vice Cuarrman. Then what would happen at the end of 20 
months; would it pay out? 

Mr. Brussoxo. No, sir. 

The Vice Cuatrman. I mean, that is where you pay out your loss? 
That is where you reach your greatest loss ? 

Mr. Brussoxo. That is when you reach the greatest loss. 

The Vice CuarrmMan. From what point on do you begin to pay 
out ? 

Mr. Brussoxo. The report states specifically that the success of the 
venture depended upon finding more ore than what I had found on 
the property then. 

The Vice Cuarrman. That is the point, and projecting along for 
20 months or so for the purpose of making a loss of $700,000 to 
$1,100,000-—— 

Mr. Brussoxo. The reason- 

The Vice CuatrmMan. Outside of wasting money. 

Mr. Brussoto. The reason behind that, Mr. Chairman, is that the 
purpose, the fundamental purpose, which was to disclose a source of 
tin for national interests, was not at the time of my visit accom- 
plished, and before—in other words, you had to take a calculated risk 
in order to be able to develop a source of tin from that area. 

The Vice Cuarrman. You have been calculating a risk so far since 
— There isn’t any calculated risk any more. It is an absolute 
oss. 
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Mr. Brussoro. But as yet, Mr. Chairman, it hasn’t been proven 
that that area has or has not tin in sufficient quantities for commer- 
cial purposes or for national advantage. 

The Vice Cuarrman. What is the national advantage to the United 
; States of America outside of losing $3,000,000 on this venture # 

; Mr. Brussoto. The United States of America is completely de- 
pendent on foreign sources—— 

The Vice CuHarrMan. They still are. 


natn 


i Mr. Brussoro. You are not going to be self-sufficient until you look 
‘ around and try to find some tin where you have a possibility. 
The Vice Cuarrman. You found some, but what good is it doing 
39 
us ? 


Mr. Brussoxo. That is a limited spot. There is a whole area up 
there which has a possibility of tin. 

The Vice Cuatrman. Would this other area cost $3,000,000 ? 

Mr. Brussoxo. I would have to investigate it. 

The Vice Cuatrman. You would have to have somebody else in- 
vestigate it as far as I am concerned. 

Representative Brown. What is the acreage there that the tin 
company owns ? 

Mr. Brussoxo. I can’t tell you offhand. It is quite a number of 
claims. It will cover an area of approximately three-fourths of a 
mile by about a mile. But that is just a guess right now. 

Representative Brown. You didn’t make any investigation on any 
other area besides the particular one that you are testifying about ? 

Mr. Brussoto. No,sir. I have not made another investigation of the 
area, but I have had occasion to process an application of another tin 
project some thirty miles away which contains tin as a placer deposit. 

Representative Brown. That doesn’t belong to the tin company ? 

Mr. Brussoxo. No, sir. 

Mr. Warren. Of course, they had a placer deposit here to begin 
with ? 

Mr. Brussoxo. Yes, sir. 

Mr. Warren. And the geologists had made surveys in the places 
to which you referred, had they not, and found no tin, lode tin? 

Mr. Brussoro. What is that question again? You say the geolo- 
gist—— 

Mr. Warren. Have the geologists found any tin that was of suffi- 
ciently high grade to result in a profitable operation anywhere in the 


whens a Aaa 


| Seward Peninsula ? 

Mr. Brussoto. That would result in a profitable operation ? 
; Mr. Warren. Yes. 

; Mr. Brussoro. Yes, sir. 

i Mr. Warren. Where? 


Mr. Brussoio. Zenda mine. I processed the application myself. 
The Vice Cuatrman. Did you make a loan on that, too? 

Mr. Brussoro. No, sir. 

The Vice CuatrmMan. Have they applied for a loan? 

Mr. Brussoio. They have applied but they withdrew their applica- 
j tion, sir. 
The Vice CuatrMan. Did you turn it down or what ? 

: Mr. Brussoro. Yes, sir. 

; The Vice Cuarrman. What was the reason for turning it down? 
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Mr. Brussoxo. The reason, Mr. Chairman, is that in the processing 
of an opens there are three important items to consider, the 
technical feasibility, the economic feasibility, and the management. 
In this particular case we had some doubts as to the ability to carry 
through the operation. 

Mr. Warren. Of the management ? 

Mr. Brussoxo. Yes, sir. 

The Vice Cuairman. It is funny you didn’t have the same doubts 
and it is unfortunate you didn’t have the same doubts as to this prop- 
erty. 

Mr. Brussoio. It was not up to me to make the first decision. 

The Vice Cuarrman. I realize that. 

Mr. Brusso.o, When I came on the picture, it was already decided 
on. 

Mr. Warren. Mr. Brussolo, you have testified that you found that 
there was more ore on your second visit than on your first visit ? 

Mr. Brusso.o. Yes, sir. 

Mr. Warren. Will you again state the dates of your first and sec- 
ond visits ? 

Mr. Brvssoro. The first visit was undertaken on September 21, 1952. 
The second visit was undertaken on or started on January 3, 1953, sir. 

Mr. Warren. You also testified that in your second report you did 
not project any loss which would be sustained after more ore had been 
found, is that correct ? 

Mr. Brussoxo. That is right, sir. 

Mr. Warren. Why didn’t you project the loss in your second report ? 
Would the loss have been changed or not ? 

Mr. Brussoio. No, sir; because the percentage of ore found during 
the interval of the few months between the two visits is in such a pro- 
portion, is so small that. it wouldn’t affect appreciably the calculation 
of the projected loss. 

Mr. Warren. But you didn’t even mention what the loss would be in 
vour second report, did you ? 

Mr. Brussowo. No, sir; because it was mentioned in the first report, 
sir. 

Mr. Warren. You mentioned certain things in your second report 
which are also mentioned in your first report, did you not? 

Mr. Brussoxvo. Indeed, because in the second report I was sent back 
to check up the progress of the operation on certain items that were 
mentioned in the first report. 

Mr. Warren. Mr. Chairman, I would like to read into the record 
at this point a quotation from a letter dated February 14, 1953, ad- 
dressed to Mr. A. J. Walsh, Commissioner, EPS, signed by Mr. Ken- 
neth J. Kadow: 

Mr. Vito Brussolo was sent to our property last fall and again in January by 
DMPA at my request to make a thorough appraisal of our operation and per- 
sonnel. Many of his suggestions have already been implemented and others are 


now in progress. His trips were very helpful to us and brought about a fuller 
understanding of our operation and potential by all concerned. 


I would also like to read into the record from a letter dated Novem- 
ber 10, 1952, addressed to Mr. P. W. Jordan, Director, Credit and 
Finance Division, GSA, signed by Mr. Kenneth J. Kadow: 


It is my hope that Mr. Brussolo and Dean Fahrenwald will be able ‘to accom- 
pany me to the mine in early December for another detailed examination of 
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our problems and successes. Mr. Brussolo’s recent visit accomplished a great 
deal for the good of this effort. 

I would also like to read into the record from a letter dated January 
7, 1953, addressed to Mr. P. W. Jordan, signed by Mr. Kenneth J. 
Kadow: 

This report was prepared while Mr. V. A. Brussolo of General Services Ad- 
ministration and I were at the mine last week. Since that time I have received 
word from the mine that the thiré drill hole missed in the old workings, as had 
the first two; accordingly, we have cut our staff at the mine from 60 men to 30 
men in order to push with all possible haste the exploration work on the 400- 
foot level. 

Mr. Brussolo, did Mr. Kadow discuss with you the $1,300,000 loan 
\while you were at the mine on your second visit or at any other time? 

Mr. Brussowo. No, sir. He discussed my—my recollection is that he 
had to get more money, but he didn’t discuss specifically the $1,300,000. 

Mr. Warren. You knew he was preparing another application for a 
loan, did you not ? 

Mr. Brussoio. Yes; I did. 

Mr. Warren. Did you know on what date that loan would be con- 
sidered ¢ 

Mr. Brussoio. Yes; that loan would be considered to take effect. in 
July 1953. 

Mr. Warren. Is it true that in your first report with regard to the 
water situation you recommended that another look should be taken 
in July of 19534 

I will quote from your report, paragraph 1, page 2, of your first 
report, dated November 5, 1952, where you state as follows: 

As to the water problem, steps are in progress to settle this question, perhaps 
in 30 days. If sufficient water is not then available it is recommended that min- 
ing and milling work be suspended to July 1953, at which time the general situa- 
tion should be reviewed. 

That is your statement, isn’t it / 

Mr. Brussoxio. That is right. 

Mr. Warren. Now I quote from your second report dated February 
17, 1953: 

At this stage of the development of the property lack of water is the foremost 
obstacle to uninterrupted operations throughout the year. If by October of this 
year this difficulty remains unsolved, it would appear inadvisable to continue 
with the venture. 

You knew at the time that you wrote that report that Mr. Kadow’s 
application for a Joan would probably be processed before October, 
didn't you 4 

Mr. Brussowo. Yes. 

Mr. Warren. And you knew it was an application for a substantial 
loan, did you not ? 

Mr. Brussoio. Yes, sir. 

Mr. Warren. You knew you would help Mr. Kadow get this other 
loan by what you had put into your second report, did you not / 

Mr. Brussoro. I wasn’t trying to help Mr. Kadow 

Mr. Warren. You knew that you would, was my question didn’t 
you ¢ 

Mr. Brussovo. No,sir. I didn’t consider it that way. 

Mr. Warren. Didn’t you move the date from July to October from 
your first report and your second report? I have read you those quo 
tations. 
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Mr. Brussoxo. I just don’t know what you mean, “Did I move the 
date.” I had to make certain engineering calculations. 

Mr. Warren. Your first date was July 5, 1953. That was the date 
that you first considered ¢ 

Mr. Brussoio. Yes, sir. 

Mr. Warren. The second date was October 1953 ? 

Mr. Brussoxo. Yes, sir. 

Mr. Warren. And what date was this $1,300,000 loan approved ? 

Mr. Brussoio. I think you would have to refer that to the finance 
department because it is part of their responsibility to approve those. 

Mr. Warren. Amendment No. 4 for $1,300,000 was approved on 
May 14, 1953, was it not? 

Mr. Brussoro. I don’t know. I have nothing to do with that. 

Mr. Warren. That would have been between those two dates that 
you referred to, would it not, the date that I have mentioned ? 

Mr. Brussoro. Well, the dates between July and October- 

Mr. Warren. The date of May 14, 1953, falls between your first 
recommendation for July and your second recommendation for 
October ? ' 

Mr. Brussoro. Yes, sir. 

Mr. Warren. Don’t you consider that this second recommendation 
made a material difference insofar as this $1,300,000 loan was con- 
cerned ? 

Mr. Brussoro. I do not, sir. 

Mr. Warren. Don’t you think that to put off the water situation 
until October made a difference; the loan would be already approved 
by that time, would it not ? 

Mr. Brussoio. Yes, sir. 

Mr. Warren. Doesn’t that make a material difference if the loan 
has been approved ? 

Mr. Brussowo. I had nothing to do with the loan. I didn’t take that 
into consideration at all. This was an engineering problem which I 
considered on the merits of the actual data. 

Mr. Warren. Why did you change that date from July to October? 

Mr. Brussoxo. Because of certain difficulties, operational difficulties 
at the mine, and of other items that come up during that period. It 
was felt in my estimation, as an engineer, that inasmuch as we were 
trying to develop the mine that I would change the date to October 
because they would operate through that period, through the summer 
period. 

Mr. Warren. Did you discuss what you intended to put in your re- 
port with Mr. Kadow ? 

Mr. Brussoro. No, sir. 

Mr. Warren. Did you send him a copy of any report? 

Mr. Brussoio, Not tomy knowledge. 

Mr. Warren. Don’t you know / 

Mr. Brussoxo. I did not send him a eopy. 

Mr. Warren. You did not send him a copy of any report that you 
submitted to the GSA ? 

Mr. Brussoro. No, sir. 

Mr. Warren. Did you write a report dated February 26, 1953, 
headed, “Commentary on the 1953-54 budget of the United States Tin 
Corp.” ? 

Mr. Brussoxo. I did, sir. 
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Mr. Warren. I would |'ke to quote from that report, paragraph 3: 

On the basis of the revised budget figures the applicant estimates that the 
1953-54 operation ending Angust 1, 1954, will yield a net cash availability of 
$208,682, say $200,000 in round figures, before taxes, depreciation and depletion 
applicable to a reduction of the indebtedness of the corporation to the Govern- 
ment. The gross realizable value is given at $1,508,000 after deduction of 
marketing costs. 

Isn’t this report entirely different from the figures that you sub- 
mitted in your first report? What kind of loss do you estimate in this 
report ? 

Mr. Brussoxo. In this report there was estimated a loss bearing be 
tween $20,000 and $85,000. 

Mr. Warren. How much did you estimate in your first report ? 

Mr. Brussoxo. I estimated in my first report $1,100,000. 

Mr. Warren. Just what tr: anspired between these dates to change 
this figure of $1,100,000 to $20,000 ? 

Mr. Brussoxo. The first report is based on projecting the total loss 
throughout the life of the operation. The $85,000 or $20,000 to 
$85,000 represents the loss which was estimated at that time with the 
ds ata which would be incurred in the fiscal year between July 1, 1953, 
and July 1, 1954. It did not take into account the whole operation. 

Mr. Warren. The year was slightly more than half the time of 
your original projection, is that right, the projection being for 20 
months ? 

Mr. Brussoxo. Yes, sir. 

Mr. Warren. Can you reconcile those figures, Mr. Brussolo, as to 
how you could arrive at a $20,000 figure for 1 year loss in comparison 
with $1,100,000 figure for a 20-month loss. 

Mr. Brussoro. Y es, indeed. I can reconcile it from the standpoint 
of the operation. As we progressed in the appraisal of the property, 
I made different appraisals from an economic standpoint, because un- 
der the conditions it would be very difficult on 1 trip, or even 2 trips 
involving but a few weeks to make a very accurate calculation of a 
property ’ that had so m: ny factors involved in it. 

Mr. Warren. What actually happened in your February 26, 1953, 
ay the projection in that year? What was the loss? 

Mr. Brussoro. In the February report the loss is what I have stated, 
was calculated to vary between some $20,000 and $85,000. 

Mr. Warren. What did the loss turn out to be? 

Mr. Brussoxo. I haven’t the final figures because since last October 
I haven’t had an opportunity to check the operations. You will have 
to ask Mr. Croston on that. 

Mr. Warren. Can you give us that figure, Mr. Croston ? 

Mr. Croston. I haven’t the financial figure of the loss, but on the 
other hand there has been no income from the sale of concentrates 
during the period. SoI would presume that technically the loss would 
be the advances during that period. 

Mr. Warren. How much has been advanced during that period ? 

Mr. Croston. I think Mr. Johnston Russell is in a better position 
to give that figure than I am from a financial end. 

Mr. Warren. Slightly less than $1,300,000 has been advanced, as I 
understand it, Mr. Brussolo, so there would be a $800,000 to $1 million 
loss during that time? 

Mr. Brussoro. That is right. 
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Mr. Warren. What do you attribute that loss to? 

Mr. Brussoxo. I attribute the loss, which was estimated as one of the 
contingencies, to the fact that they did not get into operation because 
they did not find sufficient water to operate. 

Mr. Warren. Didn’t you know that when you wrote your report? 

Mr. Brussoio. Yes, indeed. I have a contingency in my report. I 
said this whole operation was contingent. You will see it also in the 
second report, the finding of water. 

Mr. Warren. Didn’t you also state if they found water, didn’t you 
word it in a different way in your second report ? 

Mr. BrussoLo. You can draw your own conclusion if there is an 
“if” in it. 

Mr. Warren. I will read the language here. We willsee. It isthe 
third paragraph, page 2: 

At this stage of the development of the property lack of water is the foremost 
obstacle to uninterrupted operations throughout the year. If by October of 
this year the difficulty remains unsolved it appears inadvisable to continue 
with the venture. 

So, on the one hand did you say they might not have water and on 
the other hand did you project your loss based on having water ? 

Mr. Brussoio. On the one hand, throughout this report, as is shown, 
the water situation presented a problem, which is something that is 
beyond the capability of an engineer under those circumstances to pre- 
dict with any degree of certainty. 

Mr. Warren. On what did you base your projection, on having 
water or not having water as to loss ? 

Mr. Brussowo. | had to base my projection from the data available, 
which at that time there was some water underground, I had to base 
my projection on what the possibilities of having water would be. 

Mr. Warren. Getting back to my question, was your $20,000 loss 
based on the projection that there would be water or would not be 
water? 

Mr. Brusso.o. That there would be water. 

Mr. Warren. How much water? 

Mr. Brussoio. The amount of water was calculated to be approxi- 
mately, coming from underground sources, to be approximately 60 
gallons, and if you will look into the technical phases of the report 
you will see that I called for a reclaiming plant, and the engineering 
figure showed that by putting in a reclaiming plant with the amount 
of water that could be obtained from underground, or projected to 
be obtained, you could run a 100-ton operation. 

Mr. Warren. Did your first report in which you projected a 
$1,300,000 loss anticipate that there would be water or would not be 
water ¢ 

Mr. Brussovo. That there would be water. 

Mr. Warren. How did you arrive at the $1,100,000 loss, then 

Mr. Brussoxo. I took into consideration projecting the amount of 
ore that I calculated, I took into consideration the cost of the oa 
tion, and from that total cost I subtracted what would be the probable 


return from the extraction and the treatment of the ore from the 
operation. 

Mr. Warren. Did you take into consideration the management 
of the company ? 

Mr. Brussoxo. Yes, sir. 
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Mr. Warren. And on what type of management did you base your 
projection ? 

Mr. Brussoxo. I based by projection on the average management 
that can be expected in a small property operating under the most 
difficult conditions. 

Mr. Warren. How many times did you visit Seattle, Mr. Brussolo ? 

Mr. Brussovo. Four times. 

Mr. Warren. On what dates were you there / 

Mr. Brussoxvo. You will have to excuse me until I find my data. I 
was in Seattle the first time on Monday, September 22. I returned 
to Seattle on a return trip on Saturday, October 4. This is to the 
best of my recollection, Mr. Warren, although I have the dates here. 

Mr. Warren. That was between what dates that you were there, 
those four times, the first time and the last time ? 

Mr. Brussoto. I have given you the two dates of the first time, and 
I am trying to get the dates of the second time. The second time it 
was on January 3, 1953; on the return trip, January 15, 1953. 

Mr. Warren. Where did you stay when you were in Seattle? 

Mr. Brussoro. When I was in Seattle I stayed at hotels with the ex- 
ception of the first trip on the return trip back. 

Mr. Warren. Where did you stay at that time? 

Mr. Brussoto. I stayed at that time in the vacant apartment of Mr. 
Fischnaller. 

Mr. Warren. How long were you there? 

Mr. Brussoro. Two evenings, sir. 

Mr. Warren. You were the only person who stayed there? 

Mr. Brussoro, Yes, sir. 

Mr. Warren. Did you and Mr. Kadow or Mr. Fischnaller have any 
correspondence ? 

Mr. Brussoto. No, sir. 

Mr. Warren. Did you and Mr. Kadow discuss going into business 
together at one time ? 

Mr. Brussoro. No, sir. 

Mr. Warren. Didn’t you discuss with him going into asbestos or 
the lumber business ? 

Mr. Brussoio. No, sir. Mr. Kadow mentioned the fact that he was 
interested in a lumber deal, and inasmuch as I had been in Japan he 
was interested in getting some ideas as to where to dispose of the 
products. 

Mr. Warren. Did you write him concerninng that ? 

Mr. Broussoro. No, sir. 

Mr. Warren. Isn’t there correspondence to indicate that you actu 
ally thought of going in business with Mr. Kadow ? 

Mr. Brusso.o. No, sir, not on my side. 

Mr. Warren. Do you have anything on that, Mr. Bellino? 

Mr. Betirno. Yes, sir. This is a copy of a letter dated April 28, 
1953, addressed to Messrs. H. A. Mann and V. A. Brussolo, 6209 
Kilmer Street, Cheverly, Md., sent by Mr. Kadow. 

Mr. Warren. Will you state from what file you obtained the letter ? 

Mr. Betiino. This was from Mr. Kadow’s office file. A copy of 
this letter was sent to Mr. V. A. Brussolo and a copy to Henry Schaefer 
of the United States Tin Corp. 

Drak Homer and Bruce: I have been ready for about 1 week to send you the 


enclosed data on Alaskan forest resources, but have waited to do so until I 
could get an audience with the new forestry officials who just arrived. 
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Enclosed is a copy of a policy letter they have prepared for me. It leaves a 
great deal to be desired in that they won’t tie up a huge section of the forest 
on what they consider partial utilization program. 

We could almost write our own ticket if we could start with a sawmill opera- 
tion and promise to go into pulp mill within X number of years. Maybe Bruce 
could swing that sort of a deal, but it’s too big for me to make any promises on. 
The first part would be easy; but that pulp mill end of it, I don’t know the 
answer to. Do you? After you have read the enclosed letter and material, let 
me have your views. 

I expect some word from Henry on sawmill phase fairly soon. Will let you 
know when I get it. 


We have another letter dated June 2, 1953, addressed to Mr. Henry 
Schaefer, United States Tin Corp., 200 Jones Building, Seattle 1, 
Wash. It is from Mr. Kadow, with a copy going to H. A. Mann, 6209 
Kilmer Street, Cheverly, Md. and Mr. V. A. Brussolo, Chanute Hall 
340-3, 3800 Porter Street NW., Washington 16, D. C. 

Mr. Warren. Was that a letter obtained from Mr. Kadow’s file? 

Mr. Betirno. Yes. 


Enclosed please find the following: 

1. Statement of Timber Use Policy, Tongass National Forest, Alaska. Febru- 
ary 1, 1939. 

2. United States Forest Service, Timber Sale Standards, Alaska Region. 

8. Possibilities for Development of the Pulp and Paper Making Industry in 
Alaska, July 1, 1952. 

4. Possibilities for Development of the Pulp and Paper Making Industry in 
Alaska, May 15, 1950. 

5. Sales Prospectus, June 14, 1948. 

6. Pulptimber Cruises on Tongass National Forest, complete to December 31, 
1947. 

7. Estimated Volume, Tongass, from 1947 compilation (you have already re- 
ceived this with copy of Brussolo and Mann letter of April 28, 1953). 

8. Pulp Mill for Alaska. 

The first seven were prepared by the Forestry Department and give you the 
data you need to answer the 40,000 questions you asked me last week. 


The letter then goes into technical discussion. 


The eighth paper was prepared by me when I was in the Government. I re- 
vised it with the help of local people “in the know” in such matters and think 
it is about right. 


And then it goes on to mention the possibility of the amount of 
lumber and the sawmill. 


In brief, we can get timber for a 10-year program of 100,000 feet per day 
without committing ourselves to put in a pulp mill. This would not require 
more than $50,000 to $60,000 cash over and above facilities now available to the 
project. We could tie into Joe Smith’s local sawmill operation and have very 
good local management thereby. 


Iam skipping a few paragraphs. 


I’m sending a copy of this letter to Bruce and Homer and request that they 
exchange views with us on the enclosed deal. Henry’s address is, Henry 
Schaefer, 200 Jones Building, Seattle, Wash. Mine for the next 3 weeks will be 
Lost River and after the 20th, Juneau. 


Then it says: 


Bruce, would a “feeler” letter to Japan have any value at all at this time? 


Mr. Warren. He refers to you when he says “Bruce” ? 

Mr. Brussoxo. Yes, sir. 

Mr. Warren. What was the purpose of this letter? Why did you 
receive a copy of it? 
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Mr. Brussoro. ‘The purpose is that he wanted, since I had been in 
Japan, he wanted assistance at getting in touch with Japanese firms 
to develop some sort of a paper or lumber industry. 

Mr. Warren. Had you gotten that close to Mr. Kadow that he 
called you “Bruce,” or is that just his way / 

Mr. Brussoxo. That is just his way. 

Mr. Warren. Mr. Chairman, I suggest those be included in the 
record. 

The Vick Cuairman. He read them into the record. 

Mr. Betiino. Notall. Just certain portions. 

The Vick Cuatrman. All right. 

Mr. Warren. Mr. Brussolo, was the final determination to make 
the loan of $1,300,000 based in any way on your recommendation of 
February 26, 1953 ? 

Mr. Brussoio. The final determination for the recommendation of 
the $1,300,000 in my estimation was not wholly based on my recom 
mendation, although I have made a commentary on that subject. The 
final recommendation came through, to the best of my recollection, 
Mr. Mann. 

Mr. Warren. Did you submit your report to Mr. Mann ? 

Mr. Brussoio. Yes, sir. My report was submitted to Mr. Mann and 
to Mr. Tom Lyon, the Director of the Domestic Expansion Division. 

Mr. Warren. And as a result did Mr. Howard I. Young send a let 
ter dated April 6, 1953, to Arthur S. Flemming, Director of the Office 
of Defense Mobilization, signed “Tom Lyon” over the name of How 
ard I. Young? 

Mr. Brussoio. Would you kindly repeat the question, Mr. Warren ? 

Mr. Warren. After your report was submitted, and you stated it 
was submitted to Mr. Tom Lyon ? 

Mr. Brussoto. Mr. Mann, and then in turn to Mr. Tom Lyon. 

Mr. Warren. After that report was submitted, did Mr. Tom Lyon 
send a letter from Howard 1. Young to the Honorable Arthur 8. 
Flemming, Acting Director of Office of Defense Mobilization with re 
spect to this matter / 

Mr. Brussoto. That I don’t know. My report was turned in to 
Mr. Mann. Whether Mr. Lyon took it over to Mr. Young—presum- 
ably so, on the strength of this evidence, but 

Mr. Warren. I would like to read from the letter I have referred 
to, Mr. Chairman, page 2: 

Engineering estimates made by DMPA after visits to the property disclosed 
that there is two year supply of proven and probable ore. In the light of this 
and other favorable factors, the DMPA recommends that at this stage the con- 
tinued financial support be given to the venture. Further, if the ore is mined as 
planned the value of the production in the next year should return all of the 
funds to be advanced for cost of operation and may well return part of the cap- 
ital invested in the venture. 

The Vice CHarrMan. That isa letter from who to who? 

Mr. Warren. That is a letter forwarded by Mr. Howard I. Young 
and signed “Tom Lyon” to Dr. Arthur S. Flemming, Acting Director 
of ODM at this particular time, dated April 6, 1953, over the heading 
of the Defense Materials Procurement Agency. 

Mr. Brussolo, was the paragraph which I have read based on your 
report ? 

Mr. Brussoro. Yes, it was, I think. That is just an opinion. 1 
think so. 





434 DEFENSE PRODUCTION ACT 


Mr. Warren. Then at this time on April 6, 1953, the Government 
is approving a loan for $1,300,000 when a few months prior thereto 
you had stated that there would be $1,100,000 loss during the eoming 
20 months, is that correct ? 

Mr. Brusso.io. Yes, sir. 

Mr. Warren. Do you think you exercised sound judgment in mak- 
ing these conflicting recommendations ¢ 

Mr. Brusso.o. Yes, sir, indeed, sir. 

Mr. Warren. You don’t think your visit to the mine with Mr. 
Kadow and talking with Mr. Lorain influenced your decision on this? 

Mr. Brussoio. Absolutely not, for I have the figures to show the 
results of that judgment. 

Mr. Warren. And you didn’t take any of the figures that Mr. Lo- 
rain had compiled or any of the figures that Mr. Kadow had compiled ? 

Mr. Brussoro. I didn’t take any that Mr. Lorain may have com- 
piled. Mr. Kadow had compiled his annual estimate of expenditures 
for 1953 to 1954, in which I had occasion to make necessary changes 
and calculations in estimates on it. 

Mr. Warren. Did you take any figures from anyone in Mr. Lorain’s 
office ? 

Mr. Brusso.o. As to the economic aspects of the venture ? 

Mr. Warren. Any figures. 

Mr. Brussoio. Yes, sir. I took some technical figures from Mr. 
Lorain’s office where they did the testing of the ore at our initiative 
to determine the metallurgical extraction. 

Mr. Warren. And some of your figures were based on Mr. Lorain’s 
figures, were they not? I mean, people in his office. I don’t mean him, 
necessarily. 

Mr. Brussoto. Mr. Lorain did not do the experimental work. He 
had a metallurgical engineer to work for him. He followed, to the 
best of my knowledge, he followed the results of his engineer. 

Mr. Warren. Mr. Bellino, do you have something on that? 

Mr. Betrino. Yes, sir. A letter dated October 10, 1952, Kadow 
from Nick—that is John S. Nicoll—8756 Gunston Road, Alexandria, 
Va. 

Mr. Warren. From what file ? 

Mr. Betiino. This is an extract of the letter which was made by 
Clifford Smith, and their files were in Mr. Kadow’s office : 

Talked with Brussolo re Wah Chang charges. Separate tin and tungsten at 
mine. Brussolo does not have ideas down on paper. “This much I can say. He 
is sincerely trying to help you and wants to make the tin company a success by 
any means he can.” 

Mr. Warren. Do you have any further documents there pertaining 
to Mr. Brussolo’s visit? 

Mr. Betiino. We have other documents in connection with the 
asbestos interests. 

Mr. Warren. Would you read that, please ? 

Mr. Betiino. A letter dated April 20, 1953, from Kadow to P. R. 
Holdsworth, commissioner of mines, Territory of Alaska. This is also 
extracted from the files in Mr. Kadow’s office. 


Dear Put: Can you get some samples of the Kobuk asbestos and send to 
Brussolo, GSA, Washington, D. C.? He will have it tested and will try to stir 
up a little interest in it. 

I promised I’d ask your assistance. 
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Going back on that Kobuk asbestos deposit, I find that Mr. Kadow 
had a report, R. I. 4414, dated March 1949, addressed to J. A. Krug, 
Secretary, Department of Interior; James Boyd, Director, Bureau 
of Mines. This is a report on investigation of the Kobuk River as- 
bestos deposits, Kobuk district, northwestern Alaska, by H. E. Heide, 
W.S. Wright, and F. A. Rutledge. 

This is a letter dated December 27, 1951, to A. E. Way, 3254 South 
Glebe Road, Arlington, Va., who was at one time an employee, I 
believe, of GSA and is presently in the Air Force as a civilian. This 
letter was from Kadow, with a copy designated for Julius A. Krug: 

Seems like my memory has gone back on me. I thought the information you 
gave me a couple of years ago was on chromium, but upon reexamination it 
appears that it deals with airports and asbestos. The former is of no apparent 
interest to me, but the asbestos could be as good or better than the chromium 
if both the quantity and quality were satisfactory. The information you have 
is much too meager to generate any real interest in the project at this time. 
However, since you are going to Turkey anyway in the near future, I suggest 
you go and see Cap Krug. He will go over the information you have and can 
quickly determine two things: 1. Whether there is a demand and market for 
the product from the mine. 2. What additional information is needed from 
Turkey before our group would be interested in it. 

I have spoken to him about you, so have a talk with him before you leave if 
you possibly can. 

The other is a copy of a letter dated the same day, December 27, 
1951, to J. A. Krug, room 53, 1001 15th Street NW., Washington, 
D. C., from Kadow: 

Enclosed herewith is the copy of my letter to Arthur Way with copy of in- 
formation on asbestos. The report is too limited to be of any real value, but 
Art may be able to come up with a lot more data by now. If he does, we could 
get serious about it then. As you know, asbestos is a premium product and 
the “big boys” in the fleld are paying real money for good deposits. I suggest 
you encourage Art to look into it thoroughly. If it looks O. K. we can take it 
from there. 

Then it goes on to discuss other ventures between Kadow and Cap 
Krug. However, that is the only portion on the asbestos interests. 

The Vice Cuarrman. Let’s get back to tin now and get through 
this hearing. 

Mr. Warren. Mr. Brussolo, at the meeting at the National Hotel 
that you referred to yesterday, what was discussed at that meeting, 
where Mr. Nicoll, Mr. Kadow, and others were present ? 

Mr. Brussoro. My recollection is that to the best of my recol- 
lection it was a social meeting, and the subject again to the best of 
my recollection was a tin mine. 

Mr. Warren. Was that prior to the $1,300,000 or when was that 
meeting ? 

Mr. Brussoro. To the best of my recollection that was after that. 
I can’t tell offhand. 

Mr. Warren. Was there a report made of that meeting and put 
in your files? 

Mr. Brussoro. No, sir. 

Mr. Warren. Why didn’t you? 

Mr. Brussovo. I didn’t think it should be reported, a social meet- 


ing of that type. : 
Mr. Warren. You didn’t consider it a business meeting, just a social 
meeting ? 


Mr. Brussovo. Yes, sir. 
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Mr. Warren. Then you and Mr. Nicoll are very good friends, I as- 
sume? 

Mr. Brusso.o. We are not enemies. I mean 

Mr. Warren. Do you often discuss the United States Tin Corp. busi- 
ness with Mr. Nicoll? 

Mr. Brussoxo. Yes, indeed. ‘That was official business, too, strictly 
official. ; 

Mr. Warren. Mr. Kadow paid the bill, I assume? 

Mr. Brussoxvo. At this dinner ? 

Mr, Warren. Yes. 

Mr. Brussoto. My recollection is yes. 

Mr. Warren. Did he invite the other people or how did you happen 
to have this meeting? 

Mr. Brussoio. That I don’t know. They were there at the time I 
got there, some of them. 

Mr. Warren. Who notified you that the meeting would be held? 

Mr. Brussowo. Mr. Kadow. 

Mr. Warren. What did he say the purpose of the meeting was? 

Mr. Brussovo. Nothing, just a social gathering of friends. 

The Vice Cuarrman. How many more questions have you got of 
this gentleman ? 

Mr. Warren. I can quit now, if you want to quit. 

The Vice Carman. How much more have you got? I want to 
get on with the show. How long will it take you with this fellow Cros- 
ton ¢ 

Mr. Warren. I don’t know. We have a report that he wrote. We 
can put it in the record, if you don’t want to hear it. 

The Vice Crarrman. I want to hear it. Do you have any more 
questions for him ? 

Mr. Warren. I think these meetings are very important, person- 
ally. I would like to develop the relationship between Mr. Brussolo, 
Mr. Nicoll and just what these meetings at the hotels were about. I 
don’t think it is any place to carry on Government business, without 
submitting it for the record. 

The Vice Cuarrman. Go ahead and see what you can produce. 

Mr. Warren. Mr. Brussolo, will you state who all was at this meet- 
ing at the National Hotel, the date of it and what the purpose of the 
meeting was? 

The Vice Cuarrman. Where is the National Hotel located? 

Mr. Warren. Washington, D.C. 

Mr. Brussoro. Actually, the dinner was at this particular Greek 
restaurant, which I have no recollection of the name, whether it is the 
New Athens, Old Athens, or whatever it may be. The purpose of the 
meeting was a social gathering. There was nothing official in it from 
the standpoint of discussing business outside of the regular office hours. 
The members present were myself, Mr. Nicoll and Mrs. Nicoll, Mr. 
Abbott Rennick, Mr. Mann and Mrs. Mann, and Mr. Kadow. The dis- 
cussion that took place—— 

Mr. Warren. Did you state the day of the meeting ? 

Mr. Brusso.o. May I say, Mr. Chairman, that this is not a meet- 
ing. This is a dinner. 

Mr. Warren. The date of the dinner ? 
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_ Mr. Brvssoro. I have no recollection, but I would say possibly 
it was—— 

Mr. Warren. What year? 

Mr. Brussoro, 1953. I would say possibly at the end of March. 
But I am just guessing now. 

Mr. Warren. What was discussed in connection with United States 
Tin Corp. business at that meeting, dinner ? 

Mr. Brussoio. To my recollection, the difficulties they were having 
in a general way and just what you would discuss socially. 

Mr. Warren. Was any action taken by you or Mr. Nicoll or anyone 
else as a result of this meeting ? 

Mr. Brussoxo. No, sir. It was strictly a social meeting. 

Mr. Warren. Why did United States Tin Co. business come up if 
he didn’t expect you to do something about these problems? 

Mr. Brussoio. Because ordinarily under those conditions that is 
probably the only subject in common that we had. 

Mr. Warren. What is the practice in the General Services Admin- 
istration insofar as people who are making investigations and inspec- 
tions of plants in associating socially “with the people that are 
associated with those plants ? 

Mr. Brussoio. Most of the mining concerns are located usually in 
parts of the country, I say generally, where you are practically com 
pelled to come in contact with the operators. In Alaska you have no 
choice but to associate with the company officials. That is the only 
place you can live, in company with the officials of the company. Ina 
great many of the companies of the United States, unfortunately 
nature has put these mines in out-of-the-way places and you are just 
thrown in with these different officials. Whether or not under the cir- 
cumstances you could withdraw yourself and in any way intimate that 
by associating with them it reflects on your decisions, I think that 
would be stretching it too far, especially when the men involved under 
those circumstances are generally professional men of long standing 
in the profession and aware of the responsibilities in carrying out 
their assignment. 

Mr. Warren. What about the time you stayed in Mr. Fischnaller’s 
apartment’ Do you think that was good judgment ? 

Mr. Brussoio. Yes, indeed. 

Mr. Warren. Why did you stay there? 

Mr. Brussoxro. How long? 

Mr. Warren. Why did you stay there? 

Mr. Brussoro. I stayed there because I had to work through that 
Saturday and Sunday at the office and it was more convenient to be in 
an empty apartment than to be in a hotel room. I had better facilities 
to do my caleulating, my sketching, and my work. 

Mr. Warren. Did you save any mee for the Government ? 

Mr. Brusso1o. I would say not, I didn’t save any money for the 
Government. I just don’t sae what you refer to on that. If any- 
thing—I will be frank with you, on many of those trips not infre- 
quently you have to put out your own money. There is not sufficient 
allowance. 

The Vice Cuarman. All right Mr. Brussolo, we are through with 
your testimony. Thank you. 
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(The material referred to in Mr. Brussolo’s testimony. follows :) 


NOVEMBER 5, 1952. 
To: Mr. Tom Lyon, Director, Domestic Expansion Division. 
From: V. A. Brussolo, Minor and Light Metals Branch. 
Subject: Report of Official Travel. 

An inspection of the United States Tin Corp. operation situated at Lost River, 
Seward Peninsula, Alaska, was made to determine some economic aspects of the 
venture, the nature of the difficulties encountered in the work, the competence 
of the management and personnel, and to make specific recommendations with 
reference to improvements in the operation. The investigation covered a period 
of 16 days from September 21, 1952, to October 7, 1952. The answers to the 
above questions are briefly summarized as follows: 

1. After a consideration of the main economic and operational factors involved 
in the venture—the quality and metal content of the available ore, the cost 
of operation, the possibilities of finding more ore through exploration, the ex- 
pected improvements in both management and practices, the financial equity of 
Government agencies in the company, and lastly, the possibility of developing 
a mineral area of great potential in this section of Alaska—it is recommended 
that the operation be continued at a minimum rate of 3,000 tons monthly, 100 
tons daily, the tonnage indicated to be within the present capacity of the plant, 
beginning January 1953 and extending to September 1, 1954, the date when, 
at this rate, the ore reserve as of now will be exhausted. 

On July 1, 1953, the whole program should be reviewed to plan any changes 
necessary in the light of new developments. 

2. Estimates indicate that unless a great deal of ore is disclosed by future 
exploration, the venture is not a profitable undertaking. It is reasonable to ex- 
pect finding more ore in addition to the quantity that is now shown in the re- 
serve, however, at this stage, little economic weight can be attached to prospec- 
tive mineral. 

Furthermore, there were two other contingencies that may affect adversely 
the venture beside the lack of ore: (1) Obtaining sufficient water from under- 
ground sources to permit mining and milling operations uninterrupted during 
the winter months, (2) the possibility that because of the general low content 
of tungsten this metal may not be commercially recoverable in that the result- 
ing concentrate will not contain sufficient tungsten to warrant beneficiation at 
the Wah Chang plant. 

As to the water problem, steps are in progress to settle this question,: per- 
haps in 30 days. If sufficient water is not then available it is recommended 
that mining and milling work be suspended to July 1953, at which time the gen- 
eral situation should be reviewed. During this shutdown period, the explora 
tion program of the DMEA should continue as planned. 

With reference to the possible failure to realize the value from the tungsten 
contained in the ore, serious study is being given to this matter. Although at 
present it appears that a return may be reasonably expected from this source, 
this contingency is of grave import and must not be dismissed until expansion 
and rearrangement of the mill makes certain of the proper recovery of this 
metal. Selective underground stoping, careful segregation of the concentrate 
with reference to its tungsten content and magnetic separation tests on the 
concentrate are under study in an effort to realize the expected value from 
the tungsten content of the ore. 

8. Estimates indicate that on the basis of the data available at this time, the 
operation of the venture involves a net loss to DMPA in the neighborhood of 
$700,000, assuming that the value of the tungsten content is realizable. If this 
metal is not recoverable the loss is estimated at around $1,100,000. If, on the 
other hand, further support of the operation is withdrawn, the loss will be 
nearer $1 million. A financial analysis throughout the life of the enterprise 
shows in round figures an estimated capital outlay of $2,663,400 as against a net 
liquidation value of $1,949,400 on the sale of mineral values and salvage value 
of the equipment. Advances in cash will have to be made throughout the life 
of the operation unless sufficient ore is disclosed by exploration to make the 
enterprise profitable. Total loans and advances to October 1, 1952, according 
to figures of Mr. John Nicoll, Credit and Finance Division, amount to $951,662.29. 
Additional advances have been made since this date. 
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4. The present staff, in general, seems to possess the necessary experience 
and background to perform the work satisfactorily ; however, the operations at 
the mine as a whole, in the past 6 months and especially of recent date has 
been unsatisfactory primarily due to lack of planning and coordination of the 
work. Granting the adverse conditions existing in the area—remote location, 
severity of climate, unfavorable and unusual circumstances these of themselves 
should not have affected the planning and integration of the work which is rea- 
sonably expected under such contingencies. If no decided improvement in this 
respect is noted during the ensuing 3 months, it is recommended that the nec- 
essary replacements be made in staff and personnel to obtain the desired pro 
ficiency. 

5. An estimate of the ore reserve as of October 1, 1952, based on Mr. F. C 
Fearing’s samples and values—for these seem to be reasonably close to the 
metals content of the ore mined and milled to date—shows 64,000 dry tons of 
reasonably assured and indicated ore averaging 1.673 percent tin and 0.191 per 
cent tungsten (WO,) for the combined blocks of the reserve. 

In the estimation were considered the average moisture content—11 per 
cent—of the ore treated during September 1952, and a dilution factor for stoping 
of 10 percent. 

It is of importance to point out that approximately two-thirds of the total 
tonnage is so low in tungsten content as to be virually of no recoverable value 
with respect to this metal. The remaining blocks—B, C, H, K, L, M—are esti- 
mated to contain 22,000 tons of 0.58 percent tungsten and lend themselves to the 
possibility of selective mining with corresponding greater realization on the 
tungsten value than is now foreseeable. 

The problem of tungsten content of the ore and recovery are shown signif 
icantly by the September 1952 operation during which 1,900 dry tons of ore 
treated averaged 0.099 percent WO,, the concentrate resulting therefrom con- 
taining 1.23 percent WO,, a figure too lean to warrant further beneficiation at 
the Wah Chang plant. In this connection, and to be used as a guide only, it is 
pertinent to note that based on a recent liquidation on a lot of placer concentrate 
treated at the Wah Chang plant the charges and metals losses were such as to 
require at least a 5.20 percent tungsten concentrate to break even. Under these 
circumstances, a larger realization would be obtained by shipping directly to the 
tin smelter when the concentrate contains less than 5.20 percent tungsten with 
a consequent total loss of value of this metal. If this should occur, account must 
be taken of the fact that the tin smelter has indicated its aversion to handle a 
product exceeding 4 percent—tungsten content. In conclusion, the recovery of 
tungsten is of prime importance to the economics of the venture. 

At the rate of 3,000 tons monthly the overall mill recovery is estimated at 70 
percent of the tin and 60 percent of the tungsten contained in the mill heads. 

The tin recovery figure is based on more tangible factors than the tungsten 
figure—such as past milling operations, future changes and improvements in the 
flowsheet, and performance comparisons with other plants under more or less 
similar circumstances. 

The tungsten recovery value because of innumerable vague elements existing 
at this stage of the operation should be considered more of a prognostication 
within a reasonable limit of possibility. 

It is of note to point out at this time that Mr. A. W. Fahrenwald, metallurgical 
engineer, after testing a sample of the ore, reports in an official communication 
of June 23, 1952, that recoveries with the flowsheet indicated by him—a recom- 
mendation which is being followed—an “80 percent recovery should be ex- 
pected”; presumably referring to each individual metal—tin and tunv’sten. 

On an indicated recovery of 70 percent for tin and 60 percent for tungsten 
(WO,) at the present market price of $1.215 per pound for tin and $68 per short- 
ton unit less penalties for tungsten the recoverable value of the ore reserves— 
64,000 tons—is estimated in round figures at $2,283,000 of which 79 percent or 
$1,804,000 is represented by the tin content and 21 percent or $479,000 by the 
tun -sten content. The combined metals per ton valne of the ore is $35.67 
Penalties cannot be appraised for no representative analysis of the concentrate 
is available. 

The grade of the concentrate produced is estimated to average 60 percent tin 
and 6 percent tungsten based on an indicated ratio of concentration of 50 to 60 
to 1. 
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The cost per dry ton of ore including marketing but exclusive of amortizaiion 
of capital and depreciation, is estimated at $33.94 segregated, as shown: 


Mine, MiTOs.. DOWEL. SUDO cect rrmteinehrurirstrinc ner niogiins $12. 81 
CEREAL BRUNO. DUCTION ceteetertentcceeeiabrdanmnnnmnmnenntii 4. 69 
Development, water contingency, miscellaneous expenses__....~~_- 1. 68 
Administrative expenditures—Seattle, Juneau offices_._.__._......---~-- 1. 34 
Interest : 
"WPSIIIIIIIL 5 acieststio-tatee orcrenccerdeenieeretatnielibdiabensidiaineb enti igialiaiaiaal Tain asaaiabiibgeds $0.13 
GR | Re ee a eee 1.93 
—_ 2.06 
Deine: COIN nk. dtiiseencitcic act antinhinnininen aap tdrnrteaies 2. 71 
SN idan ee tcc a aca lilt aca harman Tecnica 25. 29 
MOT Re OC CUI iiss eiircece nr betaine 8. 65 
Grand total___-_~--. si chee ahead : es soi cecdaceh-aiel | re 


With a total recoverable value per ton of $35.67 the margin per ton is only of 
$1.73 and insufficient to defray the amortization of capital in the form of ad- 
vances and interests and of depreciation costs. 

With expected improvement in the underground and mill operations, it is 
reasonable to anticipate in the future, an augment in the monthly tonnage treated 
to possibly 4,500 tons. This increase will reduce appreciably the cost of operation 
if effected. 

As a matter of comparison, the ore estimate made by Mr. P. M. Sorensen, gen- 
eral superintendent of the United States Tin Corp., gives an ore reserve as of 
October 1, 1952, or 52,000 tons of 1.72 percent tin and 0.39 percent tungsten 
(WO;) content respectively, of which only half of the tungsten percentage may 
be considered of recoverable value. 


SAMPLING AND ASSAYING 


The sampling, assaying, testing, and the keeping of engineering operational 
records constitute some of the most unsatisfactory phases of the operation affect- 
ing seriously the direction and performance at the property. 

Very little, if any, underground sampling is being done. Samples from ore 
ears are not taken, and therefore, no comparative figures are available of the 
mine tonnages and grades against corresponding mill figures. 

The only systematic samples analyzed daily are confined to the heads, tails, 
and concentrates with an occasional assay of a special sample. It was ob- 
served that generally. samples of the various mill products were not taken with 
sufficient awareness of the significance and importance of this phase of the work. 

Testing, investigation and estimation of probable performances in connection 
with milling are limited due to more pressing work, lack of testing equipment, 
and some limitations in the experience of the personnel. It was observed that 
though the import of the above matters are generally recognized, their conse- 
quence is not taken with sufficient concern. 

Records of the operation are ill kept, fragmentary, scattered, not readily avail- 
able and, occasionally, improperly and erroneously recorded. The need for col- 
lecting, assembling, and systematizing the basic data is a primary urgency. 

The assay office is in charge of a graduate chemist, trained at the University 
of Washington. He appears to be suitably trained and competent; however, he 
readily admits difficulties in the determination of tungsten. To overcome this 
trouble, a specialized piece of equipment has been purchased and on its arrival, 
the procedures for tungsten assay of the Bureau of Mines experimental station 
Albany, Oreg., is to be introduced, for it is considered the best method of deter- 
mination for tungsten. Though the method of analysis of the tin appears satis- 
factory, no comparative checks have been made to date with other laboratorics 
known to be reliable. To determine other impurities which affect the value of 
the ore, no complete analysis of the other constituents has been made. 
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ACCOUNTING 


At the time of the visit, modifications to the existing accounting procedure 
were being introduced by the auditors of the company, the firm of Rankin & 
Stokes of Seattle, Wash. 

The new chart of operating accounts is in every respect a decided improve- 
ment on the former classification regarding the segregation of the charges in 
the various departments and operations, except with reference to the unit costs 
for the various underground operations such as stoping, drifting, raising, wnder- 
ground repairs, etc. 

Concurrent with improvements in the accounting and cost accounting pro- 
cedures, the warehouse department was inventoried and generally reorganized 
A perpetual inventory system was initiated which result n segregatil 
of expendable supplies valued at $100,400 as of October 1, 1952. 


ig a list 


PERSON NEL 


The total personnel at the time of the visit consisted of 68 men, to be in- 
creased to 72 with the undertaking of the DMEA exploration program. In addi- 
tion, the president and a secretary are stationed in Juneau, Alaska, the head 
quarters of the company. In Seattle, a branch office is maintained, staffed by an 
office manager and an accountant. The organization chart of the staff is enclosed 
with this report. 

The rate paid for miners, millmen, and other key workmen is $2 per hour 
with helpers from $1.50 to $1.75 per hour. The work is carried on a full 7 days 
per week, with time and one-half paid in excess of 40 hours weekly. 

In general, the workmen are competent, industrious, and sober. Exceptions 
as to the doubtful competence of some staff members were brought to the atten- 
tion of the management verbally. 

The more specialized jobs are in the hands of Americans or Europeans. The 
Eskimos, constituting 50 percent of the labor forces, for lack of experience are 
assigned to the less specialized work. They are dependable, satisfactory, and 
often competent men. 





GENERAL 


In many surface departments—warehouse, shops, assay office—a campaign of 
cleanliness and orderliness should be instituted to help the operation and cut 
down the hazard of accident and fire. In connection with this last item, an insur 
ance company representative was at the property to appraise the fire hazard and 
make the corresponding suggestions. 


MINING (SEE SKETCHES) 


The active mine workings are confined to the exploitation of oreshoots within 
the cassiterite dike, a structure from 8 to 12 feet wide, enclosed within lime- 
stone walls, striking approximately east and west and dipping 70° to the south. 
In addition, preparations are in progress to undertake the exploration program 
authorized by DMEA on the first and bottom levels (100 feet and 365 feet, 
respectively, below the No. 3 adit level) of the main winze. 

Entrance to the underground is gained through the old No. 3 adit level, a 
heavily timbered heading driven in the dike, 680 feet long from the portal. The 
last 160 feet of the adit is inaccessible due to caving. A new portal located 
in the solid limestone footwall is being driven to the outside to provide a more 
safe and suitable access to the workings. Because of the soft ground, the pres- 
ent adit is heavily timbered requiring an unusual amount of maintenance. 

The mineable oreshoot is confined to the last 250 feet of the No. 3 adit level in 
the dike proper, extending vertically to the surface and 50 feet below this horizon 
Active stoping operations are conducted within this area. The tonnage of the 
ore reserve is shown in the following tabulation: 


1 





51710—54 29 
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Ore reserve 


Blocks Dry tons Tin content Tungsten 
‘ content 
Percent Percent 
A 9, 100 1. 76 . 
B. 4, 900 2. 36 10.40 
C. . 10, 300 2. 38 173 
D 5, 200 1. 35 ! 
E 5, 600 1. 67 ( 
F 14, 300 1. 54 (@) 
G.. 7, 000 1. 54 (A 
H 2, 000 2.15 2.44 
as 2, 800 1.85 (2) 
J 2, 500 1. 85 (2) 
K 1, 900 1. 86 2.38 
L 3, 000 2.16 2.61 
M 2. 700 1. 93 37.53 
Total and average | 71, 300 1. 673 191 
Less tonnage extracted and unaccounted. 7, 300 
Reserve Oct. 1, 1952... 64, 000 1. 673 | . 191 


1 Positive, 
2 Probable. 


The ore exposed in the stoping sections consists of a highly fractured, oxidized, 
altered mass of dike material (quartz porphyry) about 12 feet wide between 
walls and containing spotty mineralization as irregular, small seams, veinlets 
and grains of cassiterite intermixed with wolframite. The mineralized mass is 
soft, crumbly and blocky, traversed by innumerable slips and fractures in all 
directions which give it a pronounced tendency to cave in large masses without 
warning when exposed without support. The mineralization is easily distin- 
guishable from the adjacent barren walls from which it breaks off readily as a 
result of fault movement at the contact. False walls are especially noticeable 
on the hanging wall side and the blocks thus formed, though carrying commer- 
cial values, are not as mineralized as the remaining portion of the oreshoot. This 
gives rise to a certain amount of dilution when the false wall is either mined 
intentionally or sloughs into the broken ore when unsupported. 

The stoping method (see sketch) is essentially an adaptation of the principles 
of sublevel stoping with the usual grizzlies and drawpoints, however, differing 
from the conventional system in that, for reasons of safety and economy of 
timber, actual minin’ is done from the firm footwall withont exposing the crews 
in the oreshoot itself. From 2-compartment main raises, driven at definite in- 
tervals and 12 feet into the footwall paralleling the dip of the dike and extend- 
ing from the level to the surface, short 5 feet by 7 feet sublevels are driven 
and widened at the contact with the dike sufficiently to permit drilling of long 
holes from 10 to 45 feet according to the length of the round, to break in 1 blast, 
a block of ore 75 feet long by 20 feet high the fall width across the oreshoot. 

The drilling is accomplished with sectionalized 14 inch diameter steel pro- 
vided with detachable bits and driven with mounted drills. The s-blevels at 
present are located at 29-foot vertical intervals, but it is expected as the tech 
nique is improved, spacing will be increased with a corresponding better effi- 
ciency of stoping. 

The preparation of stoping sections is considerably behind schedule due to the 
disappointing results obtained thus far in breaking the ore which have led to 
the adoption of the system outlined in the enclosed sketch. In addition, and this 
is of great imnortance, none of the main rais®s are complete! to the surface, a 
decided operational drawback and unsafe practice as well. 

At a point 460 feet from the portal and 30 feet in the footwall a 114%4 compound 
timbered winze extends from 40 feet above the No. 3 adit level to 380 feet helow 
the collar. The hoisting compartment is 4% feet by 5 feet in the clear of the 
timber manway and pipe compartment 2 feet 8 inches by 5 feet. The winze was 
flooded to a point 65 feet above the bottom level and is in the process of being 
dewatered. 

There are 3 levels (see sketch) from the winze below the adit level; the first, 
100 feet ; the second, 195 feet; and the third, 365 feet, respectively. On the first 
level, the station is partially completed ; the second, which is connected with the 
old workings 100 feet to the south of the winze, is utilized at present as a reser- 
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voir for water pumped from the shaft; the third was advanced 20 feet from the 
shaft before flooding took place caused by a break in the discharge line of the 
pump. The shaft is served by a bucket operated by a compressed air hoist which 
will eventually be replaced by a 40 horsepower electric hoist. Plans call for re- 
placing the bucket by an automatic dumping skip. It is from the third level 
that a slightly upward inclined diamond drill hole is to be completed to the old 
workings 175 feet to the south of the shaft station in an effort to tap sufficient 
water for the operation during the winter months. It is also from this horizon 
that the bulk of the exploration work authorized through the DMEA is to be 
accomplished. 

Haulage of the ore and waste is performed with a storage battery locomo- 
tive of the Mancha type (Titan B). The cars used are of the standard and dump 
type of 21 cubic foot capacity. The haulage level, which is being driven to re- 
place the No. 3 adit, is planned to be completed in some 60 days. The remain- 
ing surface workings of the mine are inaccessible due to caving. 

Underground ventilation is very poor and especially so after one of the stope 
blasts. The present mechanical ventilators are inadequate. The amount ot 
water obtained from underground is at present estimated at slightly less than 
60 gallons per minute. 

All of the underground work is done on a 2-shift basis throughout the 7 days 
of the week. 

MILLING 


Mill operations were found very unsatisfactory with recoveries estimated for 
the month of September 1952 at 54 percent for the tin and 41 percent for the 
tungsten on a mill head of 1.74 percent tin and 0.099 percent tungsten (WO,). 
The recovery figures are rough approximation because of a combination of ad 
verse circumstances involving a tonnage treated beyond the capacity of the con 
centration tables, inadequate classification with resulting overgr'nding, poor 
sampling and estimation of the tonnage treated coupled with unreliable assuy- 
ing with regard to determination of the tungsten content. 

Toward the end of September, a Fahrenwald hydraulic classifier and Dorr 
clone deslimer were placed in operation but their benefits cannot be fully felt 
until the mill flowsheet is rearranged and the gravity concentration section suffi- 
ciently expanded to handle the anticipated production of 3,000 I ‘ onth 
In the meantime, while only 4 concentrating tables are in the circuit, the tonnage 
treated should be reduced to minimize the needless economic waste resulting 
from the high tin and tungsten content lost in the tailings due to the poor recov- 
ery. 

With the expansion and rearrangement of the flowsheet estimated to be com 
pleted during December 1952, it is of no great importance at this time to discuss 
at length the difficulties of the present treatment except to point out that all the 
needed equipment for the expansion is available at the property. It is note 
worthy to mention that the crushing and grinding sections with no change in the 
hardness of the ore will be capable of handling tonnages of 50 percent and pos 
sibly 75 percent beyond the 100-ton daily rate. Water requirements for this 
tonnage are estimated at a minimum of 100 gallons per minute. 

The nature of the ore is such that the valuable minerals, and more especially 
the cassiterite, slime badly with resulting high losses in the tailings. A screen 
test made at random showed that 70 percent of the tin and 42 percent he 
tungsten value is lost in the 200-mesh fraction. The importance of reducing 
overgrinding, of proper classification, and of providing sufficient concentration 
tables for the treatment of slimes is at once apparent 

The modified flowsheet (see sketch) is the one proposed by Mr. A. W. Fahren- 
wald, metallurgical engineer, with the addition of a jig in the e’reuit to treat 
the coarser products between —6 and +14 mesh, 10 concentrating tables will be 
placed in the circuit of which 6 will be devoted to the handling of the slimes. 
It would appear, as shown by screen tests of the tails, that the proposed number 
(10) of concentrating tables to handle a proposed tonnage of 100 tons daily 
should be increased to 14 tables to obtain the desired recovery. At at any rate, 
the flowsheet will be subject to changes and alterations in accordance with the 
performance of the plant. 

The present personnel at the mill consists of a mill superintendent, who devotes 
an appreciable portion of his time to general camp surface work, two mill 
men per shift, an extra man to take care of the coarse crushing of the ore and 
one engaged in keeping the crushed ore flowing continuously from the fine ore 
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bins chute to the ball mill. Mill labor, on the whole, lacks training and experi- 
ence. 

For the purpose of general information, a description of the main character- 
istics and performance of the major units of mill equipment is given. Crush- 
ing is done on 2 shifts, the ore from the mine being delivered to a 12-ton coarse 
ore bin. With completion of the new haulage level, it will be possible to enlarge 
the capacity of the coarse ore bin which at present is inadequate in this respect. 

The grizzly openings over the coarse ore bins are too wide as shown by the 
noticeable oversize of boulders which from time to time choke the primary 
crusher (10-inch by 12-inch opening). The discharge from the coarse ore bin to 
the crusher is too far from the intake of the latter, requiring all of the tonnage to 
be fed manually into the crusher. 

The 100-tons capacity of the fine ore bins is adequate. Because the ore packs, 
a workman must be employed constantly to keep the ore flowing while milling 
is in progress 

A bucket elevator handling the middling product for regrind, being of the 
chain variety is a constant source of delays and breakdowns. ‘This unit is to 
he replaced by a belt type elevator. 

The bali mill 4 feet by 5 feet has a capacity well in excess of the planned ton- 
age to be treated (3,000 tons). 

At present, no appreciable benefit is derived from the installation of the 
Fahrenwald hydraulic classifier and Dorrclone deslimer due to the limitations of 
the concentrating section and the inexperience as yet of the operators with this 
type of equipment. In the present flowsheet of the 4 concentration tables 
(Deister), 3 treat various classified sizes of sands, and one is assigned to slime 
treatment. There are already available at the mine head motion mechanisms 
for an additional 16 tables which are built and assembled at the mill. 


SURFACE DEPARTMENTS (SEE PHOTOS)’ 


Due to the necessity of protection against the inclemency of the extreme win- 
ter weather and to obtain a minimum of difficulty in getting around during the 
severe winter months, the bulk of the important surface buildings are all as- 
sembled and interconnected in one large structure extending some 3800 feet in 
length. 

The main entrance to the mine is also enclosed in this unit which comprises, 
from north to south, the powerplant, mill, carpenter shop, entrance to the mine, 
welding and blacksmith shops, warehouse, assay office, bunkhouse, cookhouse, 
storehouse for foodstuffs and refrigeration room. 

At present, accommodations for the people are inadequate; however, through 
the Alaska Houstng Administration 11 large dwellings from Spencer Point Air 
Base were made available. In addition, 6 prefabricated houses 16 feet by 26 
feet were shipped to the property on the last boat shipment to the mine. The 
camp is equipped with a schoolhouse, mine office, general superintendent’s dwell- 
ing, sawmill, commercial building, and several temporary dwellings, occupied by 
Eskimos. In addition to the camp at the mine, there is also a beach camp some 
614 miles to the south of the mine camp where all bulk and heavy supplies are 
delivered by water. 

The food served at the property is plentiful and of excellent quality and the 
mess house is satisfactorily manned, All of the supplies for the operation and 
foodstuffs for the winter have been delivered to the beach camp, which consists 
of two warehouses and watchman’s quarters. 


MINE OFFICE 


This is a separate structure from the main unit and in which are housed the 
engineering and accounting offices and the post office. This building is inade- 
quate in size to take care of these three departments. 


POWERPLANT 


A powerplant building adjacent to the mill is in the process of completion in 
which there will be housed three 150 horsepower, 1,200 revolutions per minute 
superior diesel electric units manufactured by the National Supply Co. of Spring- 
field, Ohio. The total power available at the mine is of 600 horsepower or 400 
kilowatts. A fourth 150 horsepower is housed adjacent to the machine shop. 


ne 
2 Not printed. 
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Compressed air is obtained from two 365 cubic foot electric driven and two 315 
cubic foot LeRoi diesel-driven compressors totaling 1,360 cubic feet of free air 
per minute. 

In addition to the 8 diesel electric power units, there will be located in the 
powerplant 1 electrically driven air compressor. 


SHOPS 


These are centrally arranged with respect to the main building structure. 
Under the present conditions, there is adequate equipment to take care of ordi 
nary repairs and maintenance of the plants. The shops appear to be well oper 
ated. A separate structure, quonset hut, is available near the shops for the re- 
pair of caterpillar tractors units. 


SAW MILL 


The saw mill is equipped with a 30-inch diameter ripsaw suitable for the 
handling of medium-size logs. A large supply of timber and lumber is stored 
near this structure, 


FUEL-OIL STORAGE 


The present fuel-oil storage capacity consists of 2 cylindrical 20,000 gallon 
tanks at the mine and of 50 gallon oil drums stored at the beach camp. Four 
more 25,000 gallon fuel oil storage tanks are to be erected in the near future. 


TRANSPORTATION 


Weather permitting, there is a daily plane connecting the mine with Nome, 
Alaska, with mail delivery twice weekly at the mine post office. Only 2 to 3 boats 
per year are available to deliver heavy supplies to the beach camp, sailing from 
Seattle during the summer months, June to October 15. Occasionally, supplies 
are barged from Nome, Alaska. Small bulk supplies needed in emergency are 
delivered by plane. 

At the mine, four trucks of various sizes take care of material deliveries and 
passengers. ; 

List of operating suggestions for the company is herewith submitted; the list 
is divided under three categories, mining, milling and general, the latter to in- 
clude engineering, administration, safety, etc. 


GENERAL 


1. Employ the services of a consulting engineer to advise on the operations 
from time to time and make periodic trips of inspection to the property. 

2. The assistant general superintendent to be given a greater sphere of respon 
sibility and be especially entrusted with the plan and direction of the under 
ground work. 

3. Record and compile all basic data with appropriate charts. 

4. Estimate the expected cost of operation monthly. 

5. Calculate accurately, cutoff grades of the ore. 

6. Recalculate the ore reserve at regular 6-month intervals in the light of 
operational developments. 

7. Set up a method of cost keeping in terms of expenditures per unit ton, 
foot—in the major underground operations such as stoping, drifting, raising, 
tramming, repairs and maintenance, etc. 

8. Introduce a system of positive and standard designations of underground 
workings. 

9. Make available to the mine and mill staff all pertinent data as to methods, 
cost of treatment and liquidation value of concentrates. 

10. Provide large quarters for the mine engineering office. 

11. Make duplicate copies of important operating and financial cost data to 
be sent to the Juneau or Seattle office for safekeeping. 

12. Obtain from the Bureau of Mines or some other reliable source, one- 
half dozen of one-half hour gas masks to be used for emergencies in an atmos- 
phere of noxious gases, specifically carbon monoxide. 

13. Install more protecting devices on hazardous moving machinery. 

14. Train a first-aid team for emergencies under the supervision of the 
Bureau of Mines. 
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MINING 


1. Complete the diamond drill hole to probe for water from the 370 level as 
soon as possible. 

2. Push to completion at least one raise in the stoping area from the No. 8 
adit level to the surface. 7 
3. Plan in detail, the pointing, drilling, loading, blasting of the stope rounds. 

4. Provide additional drawpoints to the west of the stoping area on the No. 3 
adit level. 

5. Diminish by 1 inch or more, as dictated by the operation, the grizzly open- 
ings in drawpoints from stopes and in the coarse ore bin. Improve the construc- 
tion of grizzlies according to standard design as discussed at the mine. 

6. Definitely consider development work to the east of the No. 3 adit level to 
explore possible extensions of the stoping area. 

7. Install one of the electric pumps temporarily in the shaft bottom pending 
the completion of the pump station on the 370 level. 

8. Investigate the possibility to perform certain type of mine work on an 
incentive basis—contract or bonus. 


MILLING 


1. Restrict the duties of the mill superintendent only to the mill operation 
and related work such as the assay office. 

2. Reduce the tonnage treated at present to the actual capacity of the mill, 
that is, the gravity concentration section, endeavoring to ascertain the economic 
recovery of tin and tungsten consistent with the best liquidation return. 

3. Systematically make sereen analysis of the ground product of the sands, 
Slimes and tailings and other milling products as a guide to grinding 
performance. 

4. Endeavor to develop more accurately the process of obtaining head samples 
used in the determining of tonnage as well as for purposes of determining 
valuable metal content. 

5. Place in operation a water reclaiming plant as soon as possible. 

6. Systematically and carefully mark the drums containing the concentrate 
with distinguishing numbers to segregate the product which because of its low 
tungsten content should be sent directly to the tin smelter. 

7. Investigate the possibilities of magnetic separation of the tungsten from 
the tin, also determine the economic feasibility of removing from the concentrate 
by flotation the deleterious sulfides before shipping. 

8. Investigate the possibility of segregating the low tungsten ore to treat it 
separately through the mill from the higher content tungsten ore, the concen- 
trate resulting from the low tungsten product to preclude beneficiation at the 
Wah Chang plant. 

9. Ascertain as soon as possible the expected tungsten content of the future 
concentrate, and submit a sample of this concentrate for investigation by Wah 
Chang Corp. to determine its cost of beneficiation. 

10. Have a 25-pound sample of both ore and concentrate analyzed thoroughly 
as to the important constituents by an approved chemical laboratory. After 
analysis, this sample should be returned to the mine to serve as a check at in- 
tervals on the method of analysis at the mine. 

11. Install a mechanical feeder between the coarse-ore bin and the primary 
crusher to eliminate the manual handling of the ore at this point. 

12. Determine in all concentrate to be shipped the soluble tin content as well 
as the essential impurities for the purpose of estimating at the time of ship- 
ment the probable net return from the product. 

13. Increase the tonnage treated during the period of expansion in proportion 
to additional tables installed. 

14. Plan to install more than 10 tables if necessary in the proposed expansion 
of the mill. From the present data, it appears that 100 to 150 tons daily will 
require an estimated 4 to 6 sand tables and 8 to 10 sliming tables. 

15. Place a pilot gravity table to handle a portion of the tails to provide a 
constant visual check on the recovery through the plant. 


V. A. BRUSSOLO, 
Minor and Light Metals Branch. 
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UNITED States TIN OPERATION REPORT Fesruary 16, 1953 


A recent visit was made to the United States Tin Corp.’s property situated at 
Lost River, Seward Peninsula, Alaska, to appraise the progress of the opera- 
tion since the last inspection during the latter part of September 1952. 


SUMMARY 


As a result of the failure to find an underground source of water sufficient to 
-arry On normal operations—100 tons per day-—throughout the winter months 
it became expedient to curtail the work in all departments making a cutback 
effective as of January 16, 1953. Full production will be resumed when suffi- 
cient water is available from the nearby creek—Cassiterite—sometime during the 
latter part of May or the early part of June of this year when surface thawing 
takes place. If, as a result of the Defense Minerals Exploration Administration 
work, an adequate supply of water is encountered, production will be undertaken 
atonce. The curtailment entails the following main steps: 

(a) Centering of the activities on the DMEA exploration program, giving 
priority to the work on the lowest (370) level from which it is most likely to 
develop sufficient water for the operation. 

(b) Complete suspension of milling except completion of those essential items 
in process of being finished and maintenance and caretaking of equipment. 

(c) Suspension of ore breaking, stope preparation, and other underground 
work except maintenance and repairs, and completion of a second exit from the 
mine. 

(d) Engage in a limited amount of essential and vital development work 
which indicates a reasonably good possibility of finding more ore. 

(e) A reduction of personnel in all operating departments to a minimum 
consistent with the requirements during the curtailment period and at the same 
time without breaking up the organization. 

The possibility of lack of water during the 1952-53 winter months was a con- 
tingency envisioned at the time of the last inspection in September 1952. This 
consideration led to the preliminary probing by diamond drilling from the lowest 
level toward old workings situated more or less at the same horizon some 200 
feet to the south which according to reports, had been flooded and subsequently 
abandoned in the past due to encountering an excessive flow of water. Three 
holes averaging some 190 feet in length not only failed to find water but also 
were unsuccessful in disclosing the presence of the old workings. Except for an 
initial surging flow of some 150 gallons per minute encountered in the first hole, 
some 50 feet from the collar, an average flow of only 30 gallons per minute was 
obtained as against a minimum requirement for the operation of 100 gallons. 

Also in connection with the water situation, it is important at this time to 
mention that a surface spring about 2 miles to the south of the camp, in all prob- 
ability con be utilized during the winter months to supply sufficient water pro- 
vided, however, the flow is constant throughout this period. During the winter 
of 1952, a small quantity of water from this source was obtained for camp 
purposes. The use of this source was considered in the past to the extent that 
during 1952, the cost of an installation was estimated at an expenditure of 
$60,000. However, the project was never begun due to several circumstances 
which briefly are: 

(a) The very strong indication that sufficient water could be obtained from 
underground. 

(b) The lack of accurate flow measurements as to the quantity obtainable 
from the surface source. 

(c) The particularly high expenditure involved in the installation of the 
plant and its operation, and 

(@) The unusual and unforseeable difficulties encountered during the year 
1952 in the shipping of equipment and supplies to the property, precluding the 
installation of a pumping plant before the onset of the winter weather. 

At this stage of the development of the property, lack of water is the foremost 
obstacle to uninterrupted operations throughout the year. If by October of this 
year this difficulty remains unsolved, it would appear inadvisable to continue 
with the venture. 

Except for the failure to obtain sufficient water for the operation a notable 
improvement was observed in the work accomplished at the property since the 
last inspection. The salient points noted were: 
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(a) The noticeable increase in tin content of the ore shoot is reflected in the 
January 1, 1953, ore reserve calculated at 66,000 tons—60,500 in place and 5,500 
broken in storage in stopes——of positive and probable ore averaging, according 
to the mine figures, 1.885 percent tin and 0.077" percent tungsten (WO,). For 
the purposes of comparison, the October 1, 1952, estimate showed 64,000 tons 
of 1.67 percent tin and 0.191 percent tungsten, respectively. 

The decrease in the tungsten value shown in the 1953 estimate as compared 
with the 1952 figure was somewhat expected in view of the indicated low tung 
sten content of the upper section of the ore shoot shown by former sampling. 

The increase in tin content in the ore estimate is attributed mainly to a sig- 
nificant raise in this metal content shown in the east section of the ore body 
between raises 53 east and 156 east as stoping progressed upward. A series of 
samples taken at various places across the vein showed values which ranged 
from 2.20 percent tin to as high as 5 percent. There is strong evidence of pos 
sible extensions of commercial values to the east beyond the present limit of the 
ore reserve. Development work will be undertaken to investigate the pos- 
sibility of these extensions. 

(b) The difficulties originally encountered with ore-breaking were substan- 
tially overcome and the present stoping method is on the whole successful. 
The stopes are virtually filled with broken ore estimated in round figures at 6,000 
tons with sufficient stope preparations already done to assure an additional 
breakage of ore (4,000 tons) within a short time. 

(c) With the exception of some items of secondary importance, the altera- 
tion and expansion of the mill to a capacity of 100 tons per day were completed 
on schedule. The expansion involved primarily the installation of six addi- 
tional gravity concentration tables and an increase in the size of primary bin. 

(ad) The new main adit was completed and through this entrance power lines 
were extended down to the No. 3 shaft for use in the installation of the pumping 
station on the bottom level. 

(e) Due to the lack of water, virtually no tonnage—75 tons total—was milled 
since the completion of the plant. This complication also precluded observa- 
tions on the suitability of the flow sheet and performance of the mill. 

(f) Preliminary test work on several samples of ore conducted by the Metal- 
lurgical Division of region I of the United States Bureau of Mines indicated a 
much better recovery of the tin content than formerly anticipated as well as an 
appreciable yield of tungsten heretofore doubtful.’ 

(g) All of the major surface structures need in camp were erected—4 addi- 
tional family dwellings, 6 prefabricated houses, a recreation hall, and three 
20,000-gallon fuel storage tanks. 

(hk) During the desultory operation of the mill following its expansion, a 
small quantity of concentrate was produced which an analysis disclosed that it 
contained objectionable metal sulfides—arsenic, antimony, copper, and _ bis- 
muth—in quantities to draw substantial penalties at the smelter. This situation 
was confirmed in that on a lot of concentrate liquidated recently at the smelter, 
this lot incurred a penalty of $8.66 per ton due to unusual contents of arsenic and 
copper. Furthermore, the tin content of the lot was appreciably (54.25 percent) 
below the minimum (60 percent) requirement for the regular treatment charge 
which in this particular lot amounted to $4.46 per ton in excess of the normal 
($35 per ton). 

On the basis of the above contingency, if the tenor of the ore continues as 
has been shown recently, cleaning and upgrading of the concentrate by flotation 
is mandatory. It is therefore of great importance that additional flotation tests 
should be conducted by the Bureau of Mines in order to determine the necessary 
equipment and technique in time for functioning when the mill resumes opera- 
tion. In connection with this matter, a representative composite sample for 
testing made up of individual channels taken across the entire length of the vein 
should be taken on which to determine not only the flotation procedure and the 
type of equipment most suitable but also, the method most appropriate for mag- 
netic separation of the tungsten from the tin. 

The Bureau’s tests showed: 

1. The expediency and feasibility of attrition grinding with a corresponding 
reduction in overgrinding and increase in recovery by gravity methods. 





1No account was taken for the dilution in these figures which is a factor estimated at 
10 percent in the October 1, 1952, estimate. 

2 Excerpt from the Mineral Dressing Report, United States Tin Corp. ore by R. R. Welles, 
Chief, Metallurgical Division, region I, U. S. Bureau of Mines, December 23, 1952. 
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2. Improvements in recovery by sample gravity concentration indicate possi- 
bilities of 85 to 90 percent recovery of the tin and 60 to 75 percent recovery of the 
total tungsten. 

3. Improvements in the grade of concentrate up to 4 percent in tin content by 
flotation together with the simultaneous removal of objectionable sulfides. 

4. Economic recovery by high-intensity magnetic separation of the tin-tungsten 
product after flotation of at least one-third of the total tungsten content of the 
ore which heretofore was considered unobtainable; the recovered tungsten con- 
centrate averaging better than 50 percent WOs. 


SCHEDULE OF OPERATIONS DURING CURTAILMENT PERIOD 


DMEA exploration program 


The cutback period during which the exploration work will be actively pushed 
is to extend throughout the interval of scarcity of water stretching to the latter 
part of May or early part of June 1953. It is not unlikely that sufficient water 
may be obtained from openings on the lowest level to warrant resumption of 
normal operations before May or June; however, this is a favorable circumstance 
on which no value should be attached at this time in view of the disappointing 
experiences in the past. 

(a) The initial phase of the exploration work entails driving to the south and 
slightly to the west of the No. 3 shaft 375-foot (lowest) level, a crosscut about 
200 feet in length directed to cut the cassiterite vein and two other closely situ- 
ated dikes and thence turning sharply to the southwest for a distance of 400 
feet to investigate a mineralized area lying at the contact between the limestone 
and granite cupola near which a low-content tin zone, possibly commercial, was 
indicated by past diamond drilling exploration work. 

(b) Similarly on the second level—195 feet below the collar of the shaft—a 
heading is projected to explore the cassiterite vein along its strike. 

The undertaking of the above program is dependent on preparatory facilities 
comprising: 

(1) Raising of the No. 3 shaft 15 feet to install a skip-dumping arrangement, 
sheaves, pocket, and chute to handle the broken rock from the lower levels 

(2) Replacement of the guides in the shaft and putting the skip in operation. 

(3) Installation of an electric hoist and auxiliary equipment to replace the 
present air-operated unit. 

(4) Installation of a permanent pumping station on the bottom level of ap- 
proximately 400-gallon capacity. 

(5) Construct an emergency water door on the lowest level in a suitable lo- 
cation. The door to be used in case of sudden flows of water beyond the capac- 
ity of the pumping station installed on the lowest level. 

It is estimated by the engineers at the property that completion of items (1), 
(2), (3), and (4) will be around March 1, 1953: commencing the crosscutting on 
the lowest level on about this date and reaching the objective sometime during 
the first week of May 1953. The work of exploration is to be done on a contract 
basis. 

Underground development work 

This phase of the operation entails the following work: 

(a) Completion of the 53 east raise from the adit level to the surface, the raise 
to serve as an additional escapeway from the mine as well as a ventilation outlet. 

(b) Extension in the footwall of the east face of the adit level for a distance 
of 200 feet paralleling the strike of the vein approximately 10 feet away from 
the latter. 

(c) From the heading under item (b) at approximately 150 feet from the 
present face raise 100 feet in the footwall and driving at suitable vertical inter- 
vals exploration crosscuts to the vein to investigate the mineralization in the 
block east of 156 raise east. 

(d) From the present top of raise 156 east, after exposing the vein from wall 
to wall, drift in the structure to the east along its strike to determine the char- 
acter and extension of the mineralization. 

(e) From raise 155 west at the elevation of the scraper level investigate the 
structure across its strike. 

(f) At a point corresponding to the first level in shaft No. 3 crosseut to the 
cassiterite vein and drift to the east in the footwall paralleling the strike and 
exploring at intervals the structure below ore blocks “J” and “K.” 
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Ore reserve 


The tonnage of ore reserve estimated as of January 1, 1953, compared with the 
previous one of October 1, 1952, is given in the following tabulation : 


Ore reserve estimate 


Jan. 1, 1953 Oct. 1, 1952 
Blocks Tung- | Tung- 
otek Tin sten a Tin | sten Class of 
Tons content) (WO; Tons! content| (WOs; ore 
content} content 
Percent | Percent Percent | Percent 
A. 4, 80¢ 3.44 9, 100 1. 76 Positive. 
B 2,300 | 3.40 4,900 | 2.36 0. 40 Do 
( 6, 300 1.79 10, 300 2. 38 73 Do. 
D 5, 100 1.3 | 5,200 1. 35 Do. 
EF 5, 800 1. 67 5, 600 1. 67 Do. 
F . 14, 600 1. 54 14, 300 1. 54 Do. 
G 7, 200 1. 54 7, C06 1. 54 on 
H 2,000 | 2.15 0. 44 2,000} 2.15 | 4 | Prob- 
| able. 
I 2, 700 1, 85 2, 800 1. 85 ‘ De. 
J 2,400 | 1.85 2.500 | 1.85 Do. 
K 1,800 | 1.86 38 1, 900 1. 86 38 Do. 
L 2,00 | 216 | .61 3,000 | 2.16 61 Do, 
M 2,600 | 1.93 53 2,700 | 1.93 53 Do. 
Total and average. 60, 500 1. 885 077 | 71,300 1. 673 . 191 
Broken ore blocks (A, B, C) | 5,900 } 
Less tonnage extracted and unaccounted. . | 7, 300 
Grand total and average... ‘ 66,400 | 1.885 | 077 | 64,000 1. 673 . 191 


! Differences between the corresponding figures on Jan. 1, 1953, are due to a closer calculation on this 
latter date. 


Personnel 


At the time of the visit, total personnel at the mine consisted of 60 men which 
was reduced to 39 following the decision to curtail the operation effective Jan- 
uary 16, 1955. Of these, when the DMPA exploration program is in full swing 
Sometime during the early part of March, about 18 men will be assigned to this 
work. According to the mine estimates, the cutback will entail a monthly 
budget reduction for the IMPA from $33,800 to $18,000 with a corresponding 
increase in the IMEA share of approximately $11,000. 


Observations regarding future water requirements 


Despite the disappointment resulting from the failure to find sufficient water 
from underground, with the opening up of an increasing area, it is not unrea- 
sonable to suppose that eventually an adequate supply of water will be en- 
countered to provide not only for the requirements of the plant but also, possibly, 
to exceed these by a large margin. 

Although this prediction is based on plausible inference yet at this time, it 
is still in the nature of a speculation and while awaiting favorable water find- 
ings from underground, definite steps should be taken to plan a pumping plant 
at the surface spring to be ready for operation during the coming winter season. 

To avoid miscalculations in the size and performance of the installation, 
accurate flow measurements should be regularly and accurately taken to de- 
termine the potential of this source during the most inclement periods. 

The reclamation of water in the mill during periods of scarcity should be 
given more concrete thought. The expediency of this installation should be con- 
sidered in the light of the quantity of water obtainable from underground and 
from the surface sources. The reclamation plant will consist essentially of a 
suitable thickener installed under cover for winter operation at or near the 
tailing discharge of the mill. 

The test work completed recently by the Bureau of Mines on several sam- 
ples of ore indicates the economic advantage of doing attrition grinding with 
a thin pulp together with definite dilution of the slime from the Dorrelone 
separator. From these results, the inference is that more water will be needed 
to operate the mill efficiently than was at first anticipated. 
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As already mentioned, recent smelter liquidation returns on the concentrate 
disclosed excessive penalties which can only be greatly reduced by upgrading 
of this product and removal of objectionable sulfides by flotation of the concen- 
trate, an ore-dressing operation requiring additional water 

The milling plant was initially planned to treat 100 tons per day with an 
estimated water requirement of 100 gallons per minute. The recent test work 
by the Bureau disclosed that by attrition grinding a larger load can be handled 
by the grinding circuit up to 150 tons per day and possibly more. If additional 
milling equipment already on hand is installed, a larger tonnage can be han- 
dled through the mill than formerly estimated provided, however, a correspond- 
ing greater quantity of water is necessary. In this connection, the economic 
importance of a maximum rate of operation consistent with the physical 
eapacity of the plant is self-evident. 

General underground 

The difficulty encountered in breaking ore and stopes has been largely over- 
come. This situation coupled with the fact that virtually no tonnage was 
milled since November 1952 resulted in filling with broken ore the extensive 
openings left from previous operations. It is pertinent to point out that at this 
Stage, the nature of the broken ore together with the prevailing climatic con- 
ditions would indicate that no appreciable difficulty is expected from freezing 
of the broken mass during the few months of storage. 

The filling of the stope openings has at this time a decided advantage in that 
the broken mass will serve as support against any work portion of the walls 
preventing possible sloughing and caving of waste rock with accompanying di- 
lution of the ore. There is a further advantage in having the openings filled 
with broken ore at this time in that access is possible to the backs of the ore- 
shoot affording an unusual opportunity to map and study the geologic features 
of the ore body. 


Notes on milling 

The ore-dressing laboratory of region I indicates that excellent recoveries 
can be made of the tin and that sufficient tungsten can be recovered to warrant 
the installation of high intensity magnetic equipment to recover a substantial 
amount of wolframite from the tin concentrate which would otherwise be lost. 
The “summary and conclusions”* of the investigation of the ore samples are 
given below : 

“Three tin-tungsten ores from the United States Tin property, Lost River, 
Alaska, were found to be amenable to beneficiation by gravity concentration. 

“The ores contained 1.0, 1.8, and 2.4 percent Sn; and 0.17, 0.22, and 0.55 percent 
WO,, respectively. 

“It was determined that 40 to 50 percent of the total weight of ore can be re 
jected as a slime product with a loss of only 5 to 8 percent of the tin and about 
15 percent of the tungsten. Gravity concentration of sized fractions of the 
sand portion of the ore, with retreatment of middlings, yielded products assaying 
54 to 58 percent Sn, and 6 to 9.5 percent WO;. Tin recovery ranged from 85 to 90 
percent. Sixty to 75 percent of the total tungsten was present in the gravity con- 
centrate. 

“Attrition grinding technique was employed to break the agglomerate parti- 
cles and release the mineral grains without overgrinding. 

“Preliminary tests on gravity concentrates indicated that improvement ir 
grade can be effected with simple treatment. It is recommended that further 
investigation be made of this phase of the work. 

“It is believed that a flowsheet similar to that included with this report will 
prove satisfactory at the Lost River mill for the recovery of 85 to 90 percent of 
the tin and up to 75 percent of the tungsten in the mill feed.” 

The results obtained by the Bureau’s investigation were gratifying and their 
suggestions as to the treatment of the ore and flowsheet of the mill should be 
followed in their entirety. 

The flotation and magnetic separation tests are summarized in the Bureau's 
report as follows :* 





* Excerpt from the Mineral Dressing Report. United States Tin Corp. ore by R. R. Welles, 
Chief. Metallurgical Division, region I, U. S. Bureau of Mines, December 23, 1952 

* Excerpt from the mineral dressing report, United States Tin Corp. ore, by R. R. Welles 
Chief, Metallurgical Division, region I, U. S. Bureau of Mines, December 23, 1952. 
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“FLOTATION OF SULFIDE 


“One preliminary flotation test on gravity concentrates made from head 21 
indicated that the tin content of the concentrates can be raised about 4 percent 
by removal of a sulfide concentrate. Less than 1.0 percent of the tin in the flota- 
tion feed was lost by this treatmenet. 


“MAGNETIC SEPARATION 


“High intensity magnetic separation of the flotation tailing (tin product) of 
the above test indicated that at least one-third of the total tungsten can be re- 
covered in a wolframite concentrate assaying above 50 percent WO.” ° 

In connection with the investigation of the ore, the test work disclosed that 

the tin concentrate was obtained an appreciable quantity of scheelite. Further 
work should be done on this matter which might lead to the possibility of re- 
covering economically a fraction of this mineral and thus add to the value of 
tungsten that can be recovered. 

Accounting and cost keeping 

At the time of the visit in September 1952, important modifications were in 
progress regarding accounting procedures. It was then pointed out to the oper- 
ating staff the significance of obtaining from the system to be used the unit costs 
of major operations conducted on the surface and under ground. These costs 
being generally recognized to constitute: 

(a) A positive index on the economic trend of the operation. 

(b) A valuable guide to locate irregularities in the performance of the work; 
and finally, 

(c) A base line from which to endeavor for greater efficiency of the operation. 

The cost per ton for each of the followir z2 operations should be obtainable; 
stoping, including stope preparation; haulage, drainage, underground mainte- 
nance and repairs, milling, marketing and power, as well as the cost per foot of 
drifting, cross-cutting, raising and winzing. 

The point of how far in detail these items of cost should be carried is a deci- 
sion and responsibility of the management and mine operating staff. In general, 
they should be determined within limits of its practical value commensurate 
with the usefulness of the figures obtained. 

Pertinent items appearing in the corporation accountant’s report for the 6 
months ending with September 30, 1952, were discussed with the management 
among which is a report that concentrate production for the years 1950 and 1951 
had not been liquidated. An investigation of this matter disclosed that as of 
January 1, 1953, a settlement had been made. 

In the same accountant’s report was disclosed certain items of cost such as 
milling, construction, ete., appearing under the caption of direct development 
costs. It was pointed out that though this practice is acceptable, some explana- 
tion of this term is in order to avoid confusion with the usual connotation of the 
term “development,” which in a mining enterprise is generally understood as 
referring to underground operations whose purpose in the main provides, ac- 
cessibility to underground working places, openings for starting stoping opera- 
tions, and to obtain further and more detailed information as to the character 
and size of the ore body. 

In connection with the periodic financial audit, it would seem appropriate to 
accompany it by a statement by the management showing the estimated ton- 
nage of the ore reserve and of the gross value of the mineral content together 
with the recoverable value. To a mining company, the value of its ore reserve 
to yield profits constitutes an asset of primary importance. Although fluctua- 
tions in the ore body occur constantly with corresponding changes in its esti- 
mated value, if this figure is also considered in the light of the financial audit, 
a more comprehensive picture of the real worth of the venture is obtainable. 





Geological considerations 

The east end of the ore body at an elevation of about 120 feet from the No. 3 
level has shown a pronounced and suddent flattening in the vein together with a 
pinching in the width of the structure from an average of 11 feet to about 4 feet. 
This flattening caused Baise 156 east driven about 12 feet in the footwall to eut 


* Excerpt from the mineral dressing report, United States Tin Corp. ore, by R. R. Welles, 
Chief, Metallurgical Division, region I, U. S. Bureau of Mines, December 23, 1952. 
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the structure and thus introduce a complication in future mining of the ore body. 
Concurrent with the change in the dip was also noted a perceptible change in 
strike slightly to the northeast, the deviation having relative importance in that 
it is coincident with the decided variation in dip. 

Although irregularities in dip and strike are common occurrences in veins and 
dikes and presage in many instances changes in the grade of the ore, in this par- 
ticular instance, the sudden flattening of the dip introduces an anomalous struc- 
tural feature in that it is difficult to correlate the abrupt change with the normal 
regular position of the vein on the level above, a very short distance from the 
present unexpected flattening. The change in dip coupled with the sudden re- 
duction in width of the vein gives rise to some concern as to effect on the stoping 
method unless this condition is found to be purely local. 

From a metallurgical standpoint, some random ore samples were observed to 
indicate an increase in the content of objectionable metal sulfides which formerly 
were present in minor quantities. 

The noticeable increase in the content of the tin with increasing height to the 
east coupled with the fact that to the west there is a slight indication of a cor 
responding drop in the content of the metal gives rise to the speculation that the 
ore shoot may have a general plunge from east to west. As reported by R. I. 3909 
of the Bureau of Mines, the principal dikes worthy of economic consideration are 


two—Cassiterite and Ida Bell—both acidic in character. To the south of the 
present ore body and from 30 to 50 feet away in the wall is also located a dike 
structure—quartz porphyry—paralleling the Cassiterite dike. Although the 
quartz porphyry dike is not Known to contain economic values yet at this time, 


it would seem most expedient to consider investigating this structure for pos 
sible mineral values from the present stope horizon—120 feet above the level. 
The economic significance of the above brief matters is of such importance to 
make it advisable to assign a competent person for their study and investiga 
tion. In this connection, the assistance of the United States Geological 
should be solicited to send one of their geologists to the property 
V. A. Brussoro, 
Minor and Light Metals Branch. 


survey 


FEBRUARY 16, 1953 


Mr. HENRY SCHAEFER, 
United States Tin Corp., Seattle 1, Wash 

Dear Henry: Enclosed please find the following: 

1. Statement of timber use policy, Tongass National Forest, Alaska, February 
1, 1939. 

2. United States Forest Service, timber sale standards, Alaska region. 

3. Possibilities for development of the pulp and paper making industry in 
Alaska, July 1, 1952. 

4. Possibilities for development of the pulp and paper-making industry in 
Alaska, May 15, 1950. 

5. Sales prospectus, June 14, 1948. 


6. Pulp-timber cruises on Tongass National Forest, complete to December 31, 
1947. 
7. Estimated volume, Tongass, from 1947 compilation (you have already re- 


ceived this with copy of Brussolo and Mann letter of April 28, 1953). 

8. Pulp mill for Alaska. 

The first 7 were prepared by the Forestry Department and give you the data 
you need to answer the 40,000 questions you asked me last week. 

Timber stumpage prices in Alaska range from $1.50 to $2 per thousand for 
hemlock and $3 to $5.25 for spruce, depending on costs related to logging, etc., 
to bring timber to the mill. 

The eighth paper was prepared by me when I was in the Government. I 
revised it with the help of local people “in the know” in such matters and think 
it is about right. 

Now for the immediate future—throuch local sawmills I can easily set up a 
contract production of 50,000 to 60,000 board feet of lumber per day and could 
offer it for sale in Alaska at $55 to $60 per thousand board feet for No. 2 and 3. 
None will supply No. 1 clears for that price now. With about $50,000 for expan 
sion of mill facilities, I could get another 50,000 board feet per day. 

In talks yesterday with the Forestry Department, I am satisfied we could 
get plenty of timber for 100,000 board feet per day to last 10 years, provided 
we used all on the land down to 12 inch butts and provided we worked it into 
lumber in Alaska. 
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In brief, we can get timber for a 10-year program of 100,000 feet per day 
without committing ourselves to put in a pulp mill. This would not require 
more than $50,000 to $60,000 cash over and above facilities now available to the 
project. We could tie into Joe Smith’s local sawmill operation and have very 
good local management thereby. 

If we can get an assured market for No. 2 and 3 grades, we can put the show 
on the road fast. If we must sell No. 1 clears also, I’m sure we could still do 
it but would need to get a higher average price—say $70 per thousand. I am 
now satisfied that we can put a good project together on this end of the line 
with much better than average timber stands available to us. 

It seem to me now that we should firm up our backing and lay plans for 
Brussolo to nail down a Japanese contract if he can. 

Give this your careful attention and write me your views at the mine. As of 
this sitting, I like the looks of the deal if Bruce can get the contract. 

I’m sending a copy of this letter to Bruce and Homer and request that they 
exchange views with us on the enclosed deal. Henry’s adress is, Henry Schaefer, 
200 Jones Building, Seattle, Wash. Mine for the next 3 weeks will be Lost River 
and after the 20th, Juneau. 

I will have plenty of time to work on this deal in July and August and will 
do whatever is necessary at that time. 

Bruce, would a “feeler” letter to Japan have any value at all at this time? 

Maybe we can make a deal out of this lumber picture yet. Sure looks like it’s 
worth an effort in any event. 

Regards to all. 

Very truly yours, 
KENNETH J. Kapow. 

P. S.—On paper No. 8 earning potentials have been figured low and cost high 
to assure no major surprises in the development of that project. I have figured 
no income from a sawmill, but have included $600,000 to set one up. I do not 
know what it would cost to ship and market our product, but have used figures 
for both assuming a United States competitive market. If we had a Japanese 
contract outlet, we would have neither cost since the Japs would come and get 
the product in their boats and would handle all sales. 

If we can get lumber deal set up to start with, we will then have income with 
which to carry on long-range promotion and development of the pulp phase. 
The lumber deal is all important now. 

KEN. 


The Vice Cuatrrman. Mr. John Croston, engineer, Materials Divi- 
sion, Emergency Procurement Service. 

Do you solemnly swear the testimony you.are about to give to be the 
truth, the whole truth, and nothing but the truth, so help 3 you God? 


TESTIMONY OF JOHN CROSTON, MINING ENGINEER, EMERGENCY 
PROCUREMENT SERVICE, GENERAL SERVICES ADMINISTRA- 
TION 


Mr. Croston: I do. 

The Vice Cuarrman. Will you identify yourself for the record, 
please, sir? 

Mr. Croston. My name is John Croston. I am a mining engineer 
for the General Services Administration, Emergency Procurement 
Service. I live at 1824 Park Road NW., Washington, D. C. 

I have been with the Government for 14 years, beginning with the 
War Production Board when I was Assistant Director of the Tin, 
Lead, Zine Division, later Deputy Director of the Civilian Production 
Administration in charge of minerals and metals. Later, I was Di- 
rector of the Nonferrous Metals Division of the National Security 
Resources Board and consultant for DMPA. 

I have had somewhat over 20 years of business experience aside from 
service in World War I before I joined the Government in 1940. 
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The Vice CHarrmMan. You are an engineer ¢ 

Mr. Croston. I am a mining engineer, and I am registered as a pro- 
fessional engineer in the State of New York. I have been a member 
of the Institute of Mining Engineers for 39 years. 

The Vice Cuarrman. Where were you graduated ¢ 

Mr. Croston. I went to Stanford and the Colorado School of Mines. 

Mr. Warren. Mr. Croston, you have visited the mine, have you not, 
of the United States Tin Corp. 

Mr. Croston. Yes, sir. 

Mr. Warren. What was the date of your visit? 

Mr. Croston. The date of my visit was approximately, I should say 
‘om about February 8 to the 18th of this year. 

Mr. Warren. Will you state what your instructions were prior to 
the time that you went to the mine and who you received your instruc- 
tions from ¢ 

Mr. Croston. I was called in by Mr. Gumbel with regard to the 
situation with United States Tin. They were concerned with the 
future of it and what steps should be taken with regard to it. They 
asked me if I would undertake the job of visiting the property and re- 
porting on it inasmuch as I had had some acquaintance with the 
subject of tin mining throughout the world. I agreed to do so, but 
told Mr. Gumbel and others in the Administration that perhaps it 
might be embarrassing if I made the report, as I was never in the 
habit of making a report with a conclusion dictated in advance. I was 
given a carte blanche order to call the shots as I saw them regardiess 
of what effect it might have. 

Mr. Warren. You did submit a very detailed report ? 

Mr. Croston. Yes, to Mr. Walsh, a number of recommendations and 
practically all of those recommendations have been furthered since 
that time. 

The Vice CHarrmMan. Have been what? 

Mr. Croston. ‘The recommendations have been put into effect. 

Mr. Warren. Mr. Croston, I would like to ask you if you have also 
made a search of the records at the General Services Administration 
with respect to what was at the mine on or about the time that the 
application was filed? 

Mr. Crosron. Mr. Warren, I made an attempt to do so, but of 
course my first experience with the United States Tin was the day I 
arrived in Seattle and visited their offices. All my other knowledge 
of their previous operations has simply been derived from perusing 
the records. 

Mr. Warren. I think it might be pertinent if you would state what 
Mr. Sorensen’s report in the General Services Administration files re- 
veals as to what was on the property on or about the date of applica- 
tion for the loan 

The Vice Cuatrman. Which one? 

Mr. Warren. The original loan which was granted. 

The Vice Cuarrman. That was when ? 

Mr. Warren. On or about January 1, 1951, or shortly thereafter 

Mr. Croston. Mr. Sorensen, former manager, in his final report 
to February 6, 1953, stated that late in July 1951, there was nothing 
on the mine site except a few badly damaged buildings, no mill, and 
that none of the earlier exploration openings, including the various 
adits, drifts, crosscuts, and internal shafts were usable. 
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Mr. Warren. Did your investigation verify that or did you find 
any reason to believe that is not correct informtion ? 

Mr. Crosron. Well, I couldn’t verify it, but apparently most of the 
buildings at the site had been moved there or erected since the date 
of the Government financing. Of that, of course, I couldn’t be posi- 
tive. But it would appear that there was little if anything on the site 
when I visited that was there prior to 1950. 

Mr. Warren. Mr. Croston, could you just tell us in your own words 
as to what ore was at the mine and as to what course of action would 
normally be taken in cases of this kind ? 

Mr. Croston. Well, at the time that the Government entered into 
the picture in late 1950 the only ae ge of the ore and ore reserves 
was the report of Mr. Frederick C. Fearing who made a very de- 
tailed and very competent report on the property in 1918. And then 
during World War II the Bureau of Mines did quite a bit of drilling 
there in 1942, 1943, and 1944, concurrently with the Geological Sur- 
vey who made a geological study of the area. 

At that time—I would have to check the figures—there was a rela- 
tively small amount of good grade ore, probably enough to run a 
small mill for 3 or 4 years, that is, a 25-ton operation, and there was 
a tremendous tonnage, more than 4 million tons of material that ran 
approximately one-third of a percent tin, which at this stage could 
not be classified as ore. Ata later date, 25 or 50 years hence it might 
be commercial, but at the present stage of our knowledge of cheap 
mining methods and ore dressing it would not be economic at cur- 
rent prices, couldn’t be considered as ore. 

Mr. Warren. On what basis do you normally determine what size 
mill will be installed? The number of years supply of ore or on what 
basis would you determine that ? 

Mr. Croston. That is one consideration, and a very important con- 
sideration. Of course, you have to modify that consideration by 
knowledge of the geology of the particular area and what you think 
may be the prospects of picking up additional ore. But in general 
one would not build a mill unless they had a reasonable chance of 
amortizing the investment on the reserves that were known at the 
time. 

Mr. Warren. Mr. Croston, on the basis of the reports that you 
have examined was there ever a chance this property would prove 
to be profitable on the basis of what was known ? 

Mr. Croston. Well, I don’t like the word “chance.” There is always 
a chance that this might turn out to be a bonanza. But from the in- 
formation that has been available I don’t believe there was ever much 
chance of this being a commercial success on the reserves that are 
presently known. 

The Vice Cuarrman. There are practically none? 

Mr. Croston. Presently known, at the present time. There is al- 
ways the possibility — uncovering substantially more ore. The only 
way you can uncover it is by working. That is one of the risks you 
have totakeina sasane! venture. 

Mr. Warren. Mr. Croston, with regard to the installation of the 
100-ton mill, is it normal to first discover whether there is ore before 
installing a commercial mill ? 

Mr. Croston. That is the usual practice, yes. 
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Mr. Warren. If that practice had been followed in this case the 
recommendations of the Nonferrous Metals Committee to install a 
25-ton mill would have been carried out, is that correct? 

Mr. Croston. I believe so, yes, sir. 

Mr. Warren. You would use a pilot mill to make your discovery 
in some instances ¢ 

Mr. Crosron. You would use the pilot mill to work out the flow 
sheet for the larger installation if and when you discovered more ore, 
and at that time you would make plans for a larger mill. 

Mr. Warren. Do you consider the recommendation that the Nonfer- 
rous Metals Committee made, headed by Mr. Charles W. Merrill, as 
a practical solution of the problem at that time ? 

Mr. Crostron. I think it was a reasonably good solution, yes. I 
think perhaps a better solution would have been to build no mill what 
ever but tospend the money on exploration first. 

Mr. Warren. On exploration first ? 

Mr. Croston. Yes, sir. 

Mr. Warren. And then build a commercial mill when you know 
that the supply of ore is there 

Mr. Croston. That is right. 

Mr. Warren. Mr. Croston, did you find that any of the officers or 
directors of this company had any mining experience or knew any 
thing about mining? 

Mr. Croston. From the information I was able to gather, there 
were none of them with any mining experience, that is, Mr. Fisch- 
naller had a few years of experience operating the property before 
it was financed, but real mining experience was possessed by no men 
bers of the organization. 

Mr. Warren. I understand he had never been on the property, is 
that correct ? 

Mr. Croston. That I do not know. 

Mr. Warren. Did you mean Mr. Fischnaller or Mr. McIntosh ? 

Mr. Croston. Mr. Fischnaller. Mr. McIntosh has no real mining 
experience. He was in charge of horse transportation at the time 
the syndicate that had the property in 1918 took over. When Mr. 
iearing made his report, Mr. McIntosh was in charge of horse trans 
portation, hauling in the supplies and soon. He has had some pra 
tical experience over the years. 

Mr. Warren. Do you have a production figure for the mine from 
the time it started, Mr. Croston ¢ 

Mr. Croston. You mean, from the time the Government put the 
money in or from the very beginning / 

Mr. Warren. From the very beginning. 

Mr. Croston. I have a brief résumé. I believe the property was 
discovered in 1903, and apparently to 1916 

Mr. Warren. Beginning in 1948, when the United States Tin Corp. 
was incorporated, could you give us the production figures from that 
date forward ? 

Representative Brown. It strikes me, Mr. Warren, that this witness’ 
report should be incorporated in the record if it is not too long, or cer- 
tain portions of it. 

Mr. Warren. It is a very detailed report, Mr. Brown. It covers all 
phases of the operation. (See p. 477.) 
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Mr. Croston. I have here a report showing that in 1949 the com- 
pany produced 43,065 pounds of tin contained in concentrates from 
placer operations. 

Mr. Warren. Do you have the date on which that was sold ? 

Mr. Croston. No, sir, I do not. In 1950 the production was 111,373 
pounds. And in 1951, 64,598 pounds. In all 3 years the production 
was derived from placer concentrates. During 1952 from lode mining 
operations there were produced 68,194 pounds of tin in concentrates. 
During 1953, 65,402 pounds, and in 1954—I have one more month to 
add to this—165,225 pounds, approximately. 

Mr. Warren. In referring to years, did you refer to the fiscal year 
or the calendar year ? 

Mr. Crosron. Calendar year. 

Mr. Warren. Do you have the figure, the total dollar figure ? 

Mr. Croston. The total dollar figure, the only dollar figure they 
have on this tabulation was $223,361 for tin from placers, but the tin 
from the lode operation is not listed. Most of that is on hand at the 
mine at the present time. 

Mr. Warren. What do you estimate to be the total production since 
the Government has entered into this operation ? 

Mr. Croston. The total production has been 26614 tons of tin 
concentrates. 

Mr. Warren. That is the total production since the Government 
entered the picture ? 

Mr. Crostron. That is right. Most of the production has come in 
the last 6 months. 

Mr. Warren. Did you have an occasion to examine the outside 
activities of Mr. Kenneth J. Kadow when you made your in- 
vestigation ¢ 

Mr. Croston. No, sir, I confined my investigation primarily to the 
technical phases of the operation, but having a number of years ex- 
perience in industry financing on Wall Street, I was interested in the 
fact that friends of mine had told me the company was engaged in 
stock selling, and I heard various rumors about Mr. Kadow. I wish to 
say at this point that I have met Mr. Kadow only three times. 

The first time was when a delegation from Alaska dropped into the 
General Services Administration for about 15 minutes on their way 
to the Department of the Interior. They represented a number of 
different facets of Alaskan industry. They briefly mentioned tin and 
were very enthusiastic. So enthusiastic that if I owned any shares in 
tin mines in the Kinta Valley I probably would have sold them short 
because they felt Alaska would put Malaya out of business. However, 
it is natural, I believe, for a man to be extremely optimistic if he lives 
in Alaska. I think he has to be an optimist. 

Representative Brown. Can I ask one question? From your 
knowledge of the operation of this tin company, your knowledge of 
the ore there, and the quality of the ore there, do you think the Gov- 
ernment would be justified in loaning $3 million or $4 million now ? 

Mr. Croston. Now? 

Representative Brown. Yes. 

Mr. Crosron. No, sir; I do not. 

Representative Brown. That is all. 

Mr. Croston. I do, however, believe they would be justified in mak- 
ing a very small loan at this time to salvage what they can out of it. 
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Mr. Warren. You don’t think this mine could operate at a profit 
even now, do you, Mr. Croston ? 

Mr. Croston. I think it will be able to operate at a very small profit 
probably by August. Last month they turned out tin worth abcut 
$32,000. If they get their expenses down to $40,000 a month, they 
would have made almost that last month if the y had adequate power 
to drive the mill. 

Mr. Warren. That is not anticipating any of these many difficulties 
they have had in the past ? 

Mr. Crostron. No, I think a great many of the difficulties have been 
ironed out. It has been a heartbreaking job for the people at the mine. 
They have had many, many difficulties. A lot of the machinery that 
was purchased was supposed to be rehabilitated and when it arrived 
at the mine it was not and the job had to be done of rebuilding it up 
there. About everything adverse that could have happened happened 
up there. A great many of those difficulties have been overcome. In 
the month of May they had a very good operation. In the month of 
June they had a slightly better operation. They treated 2,650 tons of 
ore in June, that ran 1144 percent tin and they produced about 39,000 
pounds of tin in concentrate, which is worth, we will say, 80 cents a 
pound at Lost River for the tin in the concentrate, based on the cur- 
rent market price of tin. 

Mr. Warren. Mr. Croston, I would like to ask you whether you 
would recommend that the Government put in the $405,000 that has 
been applied for under the V-loan recently ? 

Mr. Croston. Well, I think that is a matter of policy for the GSA 
to decide. 

Mr. Warren. Do you think on the basis of the facts that you know 
that if you were aske d as an engineer whether you thought the $405,000 
should be loaned, what would be your answer ? 

Mr. Croston. Well, I think my answer would be that part of that, 
a small part of it, should be loaned, with a very careful supervision 
over the loan so that the Government risk would be practically 
nothing. 

Mr. Warren. How would you do that ? 

Mr. Croston. Right at this time I think it would be quite unfortu 
nate after the mill has had only 2 good months of operation to pull 
the props from under it when it has a chance of ones what it can 
do this summer and at practically no expense to the Government. 

The Vick Cuarrman. Have they enough resources to go on through 
the summer without this additional loan, in your opinion ¢ 

Mr. Croston. No, sir. The reason for that is this, that each sum- 
mer they have a shipping season of about 3 months, and during that 

3 months they have to bring in foodstuffs for a year, fuel for a year, 
euphenives; timber and other things. At this stage the company has 
not the funds to do that. Stripped down to the bare essentials, I think 
a loan for the operating supplies would be justified. 

The Vice CuHarrman. That would be for the summer months, sir? 

Mr. Croston. No, that would last them through the year. 

Mr. Warren. How much in concentrates are on hand now, do you 
know, Mr. Croston ? 

Mr. Croston. Yes, sir; 23114 tons of concentrates on hand at the 
present time. They contain approximately 110 tons of tin. “That 


460 DEFENSE PRODUCTION ACT 


would approximately be worth, say, $170,000, which is enough to liqui- 
date the bank loan. 

Mr. Warren. That isthe V-loan ¢ 

Mr. Crosron. Yes. 

Mr. Warren. Did you find in your investigation 

Representative Brown. The bank loan is about $155,000; is that 
right ? 

Mr. Warren. Yes. 

Representative Brown. Do you think there is any chance for the 
Government to ever get out all they have in this project out there ¢ 

Mr. Crosron. No, sir. 

Representative Brown. That is all. 

Mr. Warren. Mr. Croston, did you find that Mr. Kadow had re 
peatedly made promises of progress that the mine management was 
unable to fulfill ? 

Mr. Croston. Yes. Mr. Kadow ina number of letters that appeared 
in the files made a great many promises. On the other hand, I am 
not prepared to say that these promises were deceitful. I think the 
man simply was optimistic and had no knowledge of mining or the 
vicissitudes of operating a mining enterprise, and he just thought that 
all these things were going to be overcome very easily. 

Mr. Warren. And he sometimes made promises that he knew were 
not facts ? 

Mr. Crosron. I have no direct knowledge because I talked to Mr. 
Kadow for about 15 minutes once and that is the only time I ever 
saw the man during the meeting, a short meeting when all these 
people from Alaska were there. After I was assigned to the job of 
going up there he called me on the telephone. Prior to that I told 
Mr. Gumbel that I understood Mr. Kadow was going up to Alaska, 
and that if so I didn’t want him to go up at the same time I went up. 
I preferred to make my own examination and have nobody around 
me. By the time I got back to my office almost by coincidence Mr. 
Kadow called me on the telephone and said, “I understand you are 
going up to Alaska and visit the mine.” I said, “Yes.” He said, “I 
planned on going up also, but it might be embarrasing to you if I 
go up at the same time, and I will postpone it,” and I thanked him. 

Mr. Warren. Don’t you think this would be a good procedure to 
follow where an investigation and inspection is being made ? 

Mr. Crosron. I don’t think it can be followed in all cases. In gen- 
eral, I think it is a good thing. But sometimes it is not possible. 
The only other time I saw Mr. Kadow was when I left Juneau. I 
was at the airport and he came in on a plane and we crossed paths 
and I said hello to him. That is my only contact with Mr. Kadow. 

Mr. Warren. Do you think that this mine could ever operate at 
a profit? You stated in your report, I believe, $20 million could be 
spent there and never make anything out of this mine, did you not? 

Mr. Croston. No, I said that I believed they could put in $10 mil- 
lion or $20 million and still produce only a very trifling part of our 
total United States requirements, but to say that the company can 
never make a profit or in fact could never repay the loan is simply 
my opinion. There is always the possibility that they may uncover 
a very sizable— 





Mr. Warren. On the basis of the facts that we have—— 
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Mr. Crosron. On the basis of the facts at the present time they 
have an ore body which has about as much tin in it as the value of 
the loan. 

Mr. Warren. On the basis of the present management, aren’t we 
going to continue to be pouring money in the hole up there unless 
we get better management up there, if the Government advances more 
money / 

Mr. Croston. If you say, “By better management up there,” 
Seattle, I would agree to it. I am not famiilar with the manage- 
ment at the mine now. They have a new manager there. I have made 
some inquiries about him. I know nothing about him personally. 
But I have heard that he is a pretty capable operator. The mill su- 
perintendent is a young man with excellent qualifications. He ran 
a tin mill in Bolivia. He is doing a very good job, I think, in trying 
to get the mill running on a steady basis, getting the maximum 
possible extraction. 

Mr. Warren. Mr. Croston, on the basis of the past experi nee that 
we have had with this mine, don’t you think it would be extremely 
hazardous to predict that the Government could even break even on 
another loan ? 

Mr. Crosron. I don’t think so. There is a possibility, which is 
being evolved in GSA, of making a small loan and having it pro- 
tected so that there would be no risk on the part of the Government. 
But it would be a very small loan. 

The Vice CHarrman. What do you mean by that, how small? 

Mr. Croston. On the order of about $200,000, and that would be 
the last of the business before they would be launched on their own. 

The Vick CHarrMan. That would be the last of what ? 

Mr. Croston. That would be the last money that would be put into 
it by the Government before they would be launched on their own. 

Mr. Warren. How long would it take to repay that $200,000? 

Mr. Croston. Well, it could be repaid ina year. It might prove to 
be more advantageous to repay it over 24 months. Idon’t know. But 
it could be repaid—— 

Mr. Warren. How could the Government make a loan without 
taking any risk? 

Mr. CrOSsTON. Well, I would prefer to let the general counsel of 
GSA speak on those policy and financial matters. I think they are 
better qualified, but I think it is possible to make a very small loan 
and tide them over the spot, and have them then operate at a very 
modest profit perhaps to the exhaustion of the ore body and then 


during that time they might uncover a substantial amount of good 
grade ore, 

Mr. Warren. In what period would the ore body be exhausted as 
now known ? 

Mr. Croston. About 3 years, perhaps 4 years with what they would 
normally pick up in the course of mining, between 3 and 4 years. 

Mr. Warren. Would it be necessary for the Government to send 
people to operate this mine or put in new management, or what would 
be done? 

Mr. Croston. Well, on the basis of past management I would say 
it would be highly desirable to put in management. However, I 
would not want to say that the present mine manager wouldn’t do 
a capable and honest job. 
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Mr. Warren. He will be under the board of directors and the presi- 
dent of the company, will he not ¢ 

Mr. Croston. Yes. 

Mr. Warren. Subject to their instruction ? 

Mr. Croston. Yes. 

Mr. Warren. Would it be practical for the Government to take 
over this mine and lease it ? 

Mr. Crosron. Frankly, I don’t believe so. To lease it would mean 
that there would have to be a lease consideration given, and that the 
company would immediately have to assume the liabilities of meeting 
the payroll, supplies and everything else. I don’t know at this stage 
that anyone would want to hop into it without a very thorough in- 
vestigation, 

Mr. Warren. It is now a fully equipped mill, is it not? 

Mr. Croston. Almost, I would say, yes. It is 95 percent equipped. 
There are a few little things that would improve it. They do need 
one other power unit for steady operations. They lost 6 days last 
month, which was $7,000 worth of concentrates, because of lack of 
power. So that a new engine would pay itself out in 90 days. 

Mr. Warren. At this particular point do you think we should be 
primarily concerned with protecting the interests of the Government 
or in finding more tin or what do you base these conclusions on? What 
are we attempting to accomplish in advancing more money. 

Mr. Crosron. In the first place, I think we should draw a sharp dis- 
tinction between the financing of tin mining or any metal mining en- 
terprise and doing the type of job that was envisioned here. The eco- 
nomic considerations that would take precedence in a strictly commer- 
cial venture are not the controlling considerations in this case. The 
Government went into this with the expectation of spending money to 
develop tin in the Seward Peninsula. Whether it would make a profit 
or whether the Government would get its money out was a secondary 
consideration. Although I had no contact with it at that time, the 
record seems to show that the investment was written off in the early 
stages, a possible loss of the entire investment. 

Mr. Warren. I think that is where GSA makes a mistake in think- 
ing, that writing something off affects the management in any way. 
I have noticed that statement in several instances. Why should it 
make any difference in good management whether something is writ- 
ten off ? 

Mr. Croston. It shouldn’t at all. There should be good manage- 
ment in both instances. But in this particular case 

The Vice Cuarrman. They have sent over for me. I have to go 
over on the floor. We will recess until 2 o’clock. 

Mr. Warren. We will meet in the House appropriations committee 
room this afternoon. That is room F-16, in the Capitol. 

(Whereupon, at 12:13 p. m., the committee recessed until 2 p. m., 
July 21, 1954.) 





AFTERNOON SESSION 


Representative Tarte. The Joint Committee on Defense Produc- 
tion will come to order. Mr. John Croston, Engineering Materials 
Division, EPS, will resume his testimony. Mr. Croston. 

Mr. Warren. Mr. Croston, did Mr. H. R. Fischnaller and Mr. 
Kirby Billingsley visit you at the National Security Resources Board 
with regard to the United States Tin Corp. in 1949? 
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Mr. Croston. Yes, they visited me at the Security Board but I 
woudn’t be positive that—it was either 1948 or 1949, to the best of my 
recollection, and I think at the first visit no mention was made of a 
United States Tin Co. as such, I believe. And on the second visit a 
year later they did mention the corporate name. I don’t know 
whether on the first visit such a corporation was formed. 

Mr. Warren. Did they discuss finances on the first visit ? 

Mr. Crostron. Yes. 

Mr. Warren. Could you approximate the dates they visited you ? 

Mr. Croston. Well, it was in the early spring of the year and they 
told me that they were going up to Alaska as soon as the weather 
improved. 

Mr. Warren. That was in 1949? 

Mr. Croston. I think in 1949. 

Mr. Warren. Then they visited you again in 1950? 

Mr. Croston. Yes. 

Mr. Warren. In 1950? 

Mr. Crosron. Yes, in 1950, also. 

Mr. Warren. About what time? 

Mr. Croston. About the same time, I would say, perhaps, late 
February. 

Mr. Warren. What did you understand Mr. Billingsley’s interest 
to be? 

Mr. Croston. Nothing was said specifically about it. I believe he 
had some small interest in the enterprise. He didn’t do much of the 
talking. It was Mr. Fischnaller that led the discussion and Mr. Bil 
lingsley didn’t participate in it very much, but I got the impression he 
had a small interest in the enterprise. 

Mr. Warren. What was their interest at that time, to secure a loan 
or other purposes ? 

Mr. Croston. No, they simply wanted to inform me that they pro 
posed to produce tin up in Alaska, inasmuch as I had had some experi- 
ence with the subject of tin and had appeared before various Senate 
committees on the subject of tin, and so they wanted to let the Security 
Board know they were going to produce tin in Alaska. 

Mr. Warren. Do you know of any action that Mr. Billingsley has 
taken since that last visit with you ? 

Mr. Croston. I have never seen him since that date. 

Mr. Warren. Do you know any other people in Government he has 
contacted ? 

Mr. Croston. No, I do not. 

Mr. Warren. Mr. Croston, in your report you stated that it should 
have been evident that pig tin from such a source would cost a great 
many times more than the market price due to difficulty in bringing in 
labor, the shipping required and the necessarily low recoveries; is 
that correct ? 

Mr. Croston. That part of the report refers, I believe, to the min 
ing of the large low-grade ore body on a scale of 1,500 tons a day or 
more. At this stage of technology I do not believe that a third of a 
percent tin ore could be mined and sold for less than 2 or 3 times 
the present price of tin. 

Mr. Warren. How many other ore bodies are there there? Ore 
bodies in addition to the one you mentioned here ? 
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Mr. Croston. That is the principal unworked one. The ore body 
that they are ares is on the cassiterite dike, and there are smaller 
bodies of ore in the area of the property. 

Mr. Warren. On the basis of your statement here that pig tin from 
this source would cost many times the market price, how could we 
possibly hope to break even now ? 

Mr. Croston. Because you are now mining an ore, from an ore body 
which would run about 1.8 percent tin whereas the project proposed 
for a 1,500-ton mill would have mined material running only one-third 
percent tin or about a fifth of the tin content 

Mr. Warren. Is the percent tin that you referred to there based on 
the upgrading of the mine or what we will get out of there from 
now on ¢ 

Mr. Croston. No, the ore body that they have now. During the last 
few months, the material they have treated has been lower in grade 
than the average of the ore reserves. One reason for that is that the 
superintendent saw no particular point in running through a higher 
grade ore until he was sure that the mill had reached its maximum 
elliclency on recovery. You have on the latest figure of ore reserves 
one block, for instance, that runs 3.44 percent tin, which is a very good 
grade of tin. It would be a little short of a crime to run that through 
that mill in the early stages where they had a recovery of only 50 or 
60 percent of the tin. 

Mr. Warren. Unless they wanted another loan. It might be help- 
ful that they wanted another loan ? 

Mr. Crosron. Well, I think it would be obvious to the engineering 
staff of the Materials Division that their operation was not indica- 
tive of what they would be doing, that they were simply selecting 
one rich spot to mine and certainly wasn’t indicative of what they 
could do over the per iod, 

Mr. Warren. Can you indicate whether or not there has been an up- 
grading of the mine during the past several months? 

Mr. Croston. The grade of ore going into the mill was 1.2 percent 
in January, 1.1 ‘pe reent in February, 0.93 in March, 1.4 in April, 1.31 
in May, and 1.25 in June. I would say no significant upgrading, no. 

Mr. Warren. 1.25 and 1.31 are rather large in comparison with 
some of those figures, is it not ? 

Mr. Crosron. Yes, but on the other hand, if they were mining the 
average of the ore body they would be considerab ly higher than that. 

Mr. Warren. You think those figures are not higher than the aver- 
age of the ore body for the last 2 months that you gave ? 

Mr. Croston. The average of the ore body is considerably higher 
than that. 

Mr. Warren. Then I assume—— 

Mr. Croston. The average of the ore body is 1.81 for 103,000 tons. 

Mr. Warren. From what you say there has been ore discovered 
there since this operation started, then ? 

Mr. Crostron. Yes, the first tabulation of ore reserves I have dated 
October 1, 1952, on the basis of Mr. Brussolo’s examination, and at 
that time there were 64,000 tons running 1.673 percent tin. On Jan- 
uary 1, 1953, they had 66,400 tons running 1.885 percent tin. On 
July 1, 1953, that had increased to 84,000 running 1.86, roughly the 
same. On January 1, 1954, they had 103,000 tons running 1.81 per- 
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cent, and had broken ore reserves of 6,176 tons. So that the grade has 
gone up slightly, and the tonnage is 60 percent greater. 

Mr. Warren. Was this brought about by the DMEA explor: ition ! 

Mr. Croston. No, this for the most part was done by the « company’s 
own activity on the cassiterite dike. 

Mr. Warren. Did they discover in the DMEA exploration any ad 
ditional ore ? 

Mr. Crosron. Well, Mr. Counsel, I would prefer that that phase 
of it be taken up by the DMEA because it was financed ce that or- 
ganization and under their control. I think they are better qualified 
to discuss that. 

Mr. Warren. Did you state in your report that the installation 
of the 100-ton mill created a series of events which were the direct 
result of the many difficulties that have resulted at the mill? 

Mr. Crosron. It is my opinion that that was the beginning of going 
down the wrong road. 

Mr. Warren. That was when they breached the contract and put in 
a 100-ton mill ? 

Mr. Croston. That is right. 

Mr. Warren. Mr. Croston, do you know anything about the meet 
ing that was held in Seattle in which the Bureau of Mines personnel 
and the United States Tin Corp. officials made the determination that 
a 100-ton mill instead of a 25-ton mill would be installed ? 

Mr. Croston. I do not. Only from a perusal of the correspondence 
do I know there was such a meeting. I have no knowledge who was at 
the meeting or what went on at. the meeting. 

Mr. Warren. Did you discuss this with Mr. Lorain when you made 
your investigation ? 

Mr. Croston. I did not discuss that point with him, no. 

Representative Tatty. May I ask a question ¢ 

The Vice CHarrman, Yes. 

Representative Tatte. In this mining operation, was there any 
other mineral of value found or is the only thing of value tin and all 
the rest impurities ¢ 

Mr. Croston. No, in the early stages they thought there would be 
an appreciable amount of tungsten, enough to bring in a small incom 
However, in the mining and milling operation in the early stages the 
amount of tungsten in the concentrate was just enough to be a nuisance. 
They had to ship the concentrate from Lost River to Seattle, from 
Seattle to Glen Cove, Long Island, where the tungsten was extracted, 
and then the residue was sent to Texas City for smelting. The treat 
ment charges and losses were so large that it absorbed the value of the 
tungsten. 

Representative Tatie. Nothing of value other than tin, and very 
little of that? 

Mr. Croston. At the present time the concentrates have a small 
tungsten content but it is not sufficiently high to be a source of income 
to the company, neither is it sufficiently high to be penalized by the tin 
smelter As a result, they derive no benefit and they have no loss from 
the tungsten content. The ore contains fluorite in one area in the 
mine in very large tonnage, and whether or not that could ever be made 
into a profitable | byproduct remains to be seen. If they found a con- 
siderable tonnage of good grade ore and the property ran for a period 
of years, it is possible they “might be able to find a market for the fluo- 
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rite either in Japan or along the Pacific coast for making hydrofluoric 
acid and be a source of revenue, but at this time it has no value. 

Mr. Warren. Mr. Croston, I believe you stated in your report that 
the expenditures made have not shown the Seward Peninsula to be 
an area of worthwhile tin deposits or established a tin-producing enter- 
prise of any importance; is that correct? 

Mr. Croston. Yes, sir. That is why I feel that if the property could 
continue operating for 3 or 4 years at no further costs to the Govern- 
ment that perhaps the question would be answered; $3 million seems 
to be quite a bit of money to spend on exploration for tin. But I might 
point out that we have no tin in the United States, and we have spent 
33 million looking for it. We produce must of our requirements in 
petroleum and yet the Navy spent $60 million in Alaska looking for 
oil or approximately 30 times as much as we have spent on this tin en- 
terprise. So, relatively, the amount of money spent on tin exploration 
has been very small. 

Mr. Warren. Did you have better management in those other enter- 
prises ¢ 

Mr. Croston. I would not care to pass on that because I do not know. 
I know they did not succeed in finding large deposits of oil in com- 
mercial quantity. 

Mr. Warren. Mr. Croston, will you state the extent to which the 
original used equipment proved unsuitable and was discarded ? 

Mr. Croston. This, of course, is my opinion only. A very consid- 
erable proportion of the original mill equipment was unsuitable. The 
original management had no experience in tin concentrating. They 
had some equipment there which had never been seen in a tin concen- 
trator and probably never would be in a commercial one. They had 
one jaw crusher which had to be discarded because it was worn out. 

Mr. Warren. That is the equipment that was purchased from the 
gold mine that I am referring to; you understand that? 

Mr. Croston. Yes. Then there was some other equipment pur- 
chased from other sources. I don’t know exactly what they got from 
the Hirst-Chichagof Mining Co., but it was evidently suitable for a 
mill of about that size in a gold mine but not particularly suitable for 
tin concentration. 

Mr. Warren. Do you know how much it cost to place the equip- 
ment that was replaced ? 

Mr. Croston. Not exactly. 

Mr. Warren. Can you give us an estimate ¢ 

Mr. Crostron. I have seen individual—— 

Mr. Warren. There was a rather large sum speiit on equipment, 
was there not ? 

Mr. Crosron. Yes. But when Mr. McCrary came there he found 
that there was quite a loss from slimes because in the concentration of 
tin—tin is a very friable material, that is a cassiterite and it slimes 
rather badly unless you are careful in the crushing, and you have high 
losses of tin in the very fine material. So the treatment method is 
somewhat different than that from any other materials. ‘ 

They had a ball mill there which came with the property. That 
proved unsuitable for that particular purpose and afterward a rod 
mill was purchased a year or so later which proved quite satisfactory. 
They had insufficient concentrating tables, that is, “shaking” tables. 


At one time they operated the mill in the early days with only one 
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table. The present mill will have 20 tables in operation within 
another month or so. 

Mr. Warren. Do you know whether sliming occurred when the 
operation was started; when the Government first made its loan ? 

Mr. Croston. Do you mean the time the report was made? There 
was a report made by the company on an application form to the effect 
that there was no slime losses. 

The Vick CuarrmMan. What is “slime”? 

Mr. Croston. A very fine pulverized material which is sort of col- 
loidal and doesn’t sink out readily and stays in suspension so that very 
finely pulverized tin gets lost in the water. It is difficult to treat. 

Representative Tarte. Does the report show the price paid to tlie 
gold m . ing company for the first equipment that was used ¢ 

Mr. Crosron. No. My 1 ‘eport does not show that but it is a matter 
of racele I believe. Mr. Russell is here. I think they paid $100,000. 

Mr. Russeti. May I speak up? 

The Vice Cuarrman. Surely. 

Mr. Russexu. I think there was earmarked $98,000 for acquisition 
of capital assets. 

Representative Tatie. Was that highly depreciated machinery ? 

Mr. Russexx. It had been used, sir, but I am unable to state its con- 
dition from personal knowledge. 

Representative Tarte. I wondered how the price paid would com 
pare with new equipment of similar character. 

Mr. Russeixi. You are in a technical field. 

Mr. Crosron. It was my impression from reading some of the 
earlier correspondence that the price paid per unit of machinery was 
quite low ase omp ared to new. 

The Vice Cuarrman. The price set aside for mac hinery was for a 
25-ton mill and of new construction. If that’s correct, and they bought 
a secondhand mill of 100-ton capacity which they claimed was bought 
for the same price, with all the money they spent on repairs and 
putting in new machinery, it must have run very much higher than 
that, of course. 

Mr. Warren. Mr. Croston, did the housing, water and other fac- 
tors also enter into the picture at the time the 100-ton mill was in- 
stalled and, if so, to what extent, as compared to the 25-ton mill? 

Mr. Croston. How do you mean, did it enter the picture? 

Mr. Warren. Was more housing required for a 100-ton mill than 
for a 25-ton mill provided in the contract ? 

Mr. Croston. It is obvious there would be more miners needed, 
more mill men, larger camp maintenance crew, so the housing would 
have to be greater. The mill would consume very much more water, 
and a number of other expenses. 

Mr. Warren. So this water problem may very well be the result 
of breaching the contract and installing a 100-ton mill rather than a 
25-ton mill, is that correct ? 

Mr. Croston. It is possible that—I wouldn’t want to make a posi- 
tive statement regarding it, but it is possible that the 25-ton mill 
might have worked with the existing water supply without building 
the electrically heated pipeline. 

Mr. Warren. What is the present water supply there, Mr. Croston ? 
Are they having difficulty with the water now ? 
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Mr. Croston. No. There is an ample supply now and will be until 
in winter. When I was there, there was a supply of on the order 
of 300 gallons a minute from the spring, and I think about 50 gallons 
a minute from the mine. 

Mr. Warren. They went down to 50 gallons at 1 time while you 
were there ? 

Mr. Croston. Toward the end, about the time I left; they were a 
bit worried because it was sinking rapidly, and a week later it got 
very low. 

Mr. Warren. There is no assurance that there will be adequate 
water there next winter, is there ? 

Mr. Crosron. I think they can be assured of 11 months of ade- 
quate water with existing facilities. It is possible that they might 
be able to store up water to tide over the other month if they have a 
cold winter like they had last year. Last year was an unusually cold 
winter. Perhaps this coming winter they might have a better supply 
from the spring than they had this winter. 

The Vice CuarrMan. What is the average temperature there in the 
winter? Is it way down? 

Mr. Croston. When I was there it was betwen 35 and 50 below. 
Through the valley they had a high wind which runs from 35 to 50 
miles an hour. It is a very inhospitable place, and certainly a place 
where it would be difficult to get managerial talent because it is one 
of the most unpleasant places in i the world to live. 

The Vice Cuatrman. Is there decent climate in the summertime? 

Mr. Croston. For a few months in the summertime it is rather nice. 

Representative Tatte. On the basis of knowledge now available, is 
there any prospect that the enterprise could be justified economically ? 

Mr. Croston. I don’t think so, and I don’t believe that it was in- 
tended in the early stages that it would have to have economic justi- 
fication particularly. It was done under the Defense Production Act 
with the idea of exploring that area for tin, seeing if they could de- 
velop a tin enterprise and they felt that the chances were it might be a 
loss, and so they had a probable ultimate net cost equal to the amount 
of the loan. 

Mr. Warren. Would you summarize briefly what your recom- 
mendations were after you made the investigation, Mr, ‘Croston ? 

Mr. Crosron. One, all sales of company stoc k owned by the pro- 
moters or on option by them from the treasur V of the c ompany should 
be stopped at once, as the proceeds of these sales do not benefit the 
company treasury. All treasury stock plus shares of the officers and 
directors and their relatives should be escrowed, but the shares pur- 
chased by outsiders should not be escrowed. 

Mr. Warren. Can you just summarize those briefly? They will be 
in the record. 

Mr. Croston. The second recommendation was the Juneau office 
should be closed as of no value to the company. 

Mr. Warren. Did you find that there had ever been any excuse for 
the Juneau office ? 

Mr. Croston. There was an excuse for it, yes, but no benefit to the 
company. 

Mr. Warren. Sir? 

Mr. Croston. There was an excuse for it, yes. 

Mr. Warren. But no real explanation for it being there ? 
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Mr. Croston. No benefit to the company. There was definitely an 
excuse for it. It was very useful to Mr. Kadow. Three, the presi- 
dency of the company is not a full-time job. The present incumbent 
is not technically trained and therefore of no direct assistance in 
guiding the affairs. I recommended that the salary be reduced. 

Mr. Warren. What salary was he drawing at that time? 

Mr. Croston. $18,000 a year. 

Mr. Warren. Do you know what salary he drew at the Department 
of the Interior for full-time employment ? 

Mr. Croston. I do not know. 

Mr. Warren. Do you know what p: art of his time he devoted to the 
business of the United States Tin Corp. ? 

Mr. Crosron. I do not know. I think it would vary a great deal. 
There were times perhaps when he put in 10 or 12 hours a day on 
company business. Obviously, there were other times when he was 
quite fully provided, fully employed, with his own affairs. It was 
not a job—— 

Mr. Warren. What other business was he employed in? 

Mr. Croston. He had a company, the Alaska Development & Cor 
sultant Co., or some such organization, that was engaged in idiot: 
ing various Alaskan projects. I am not familiar with the details. 
The fourth was a recommendation that the GSA investigate whether 
the purchase price of $229,000 to secure title to the property, whether 
that went to the same group of stockholders and whether there was 
common ownership between United States Tin and the Lost River 
Tin Mine Co. That was investigated and found not to be true. There 
was only one man who had only a small interest. 

Mr. Warren. I believe Mr. McIntosh received about $1500? 

Mr. Croston. That is right. I recommended that the GSA should 
have an observer attend all meetings of the board of directors of the 
company and have available all company records. I recommended 
that the GSA should explore the desirability of having a closer rein 
over disbursements, inventories, supplies and allocations of the cost 
of the work, and to safeguard the tin concentrates and any other pred- 
ucts of value which are either owned by the Government or held 
against advances to the company. 

_ recommended that the GSA continue to finance operations through 
June 30 as the company’s capital investment program was being con- 
cluded. I recommended that we also favor a second DMEA ex- 
yloration project which was under consideration for a matter of at 
$80,000, I believe, to see if they could find some more ore, that it should 
be reviewed about June 10, and if the trend was favorable should con- 
sider favorably advancing funds for the purchase of food and supplies 
that would have to be delivered during the summer months. 

Mr. Warren. Was that carried out ? 

Mr. Croston. Not as yet. No decision has been made as to what 
todo withthe company. I recommended a complete inventory at Lost 
River of everything that they had there as to supplies. That has been 
completed. {1 recommended that the present road from the mine to 
the beach, which was already partially improved, be finished. The 
Alaska Road Commission was doing that job. 

Mr. Warren. Did you find that road to be in: udequate? The appli- 
cation stated they had an adequate road from the mine to the beach. 
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Mr. Croston. It depends on how you would interpret the word 
“adequate.” They get over it with trucks and with C aterpillar trac- 
tors, but at a high maintenance cost for the equipment. It is not a 
particularly good road but it is being Sapeated and will be suf- 
ficiently good this summer, I believe. 

Mr. W: ARREN. Do you know how much money has been spent on 
the road ? 

Mr. Croston. I have no idea because it was my understanding the 
Alaska Road Commission was doing it. They also are building an 
airfield down at the beach camp in a natural site for an airfield. It 
is quite flat ground and at a very small expense they could make it 
suitable for a DC—3-type of plane, a two-engine plane. 

Mr. Warren. How much money would you say the United States 
Tin Corp. has gotten out of other Government agencies other than 
the General Services Administration, the Bureau of "Public Roads, and 
other agencies ¢ 

Mr. Croston. That I have no idea. I know that they had one 
DMEA project. I have forgotten the exact amount for that. Mr. 
Mittendorf can give that figure, but what has been spent by the Road 
Commission or the housing, Alaska Housing Authority, I have no 
knowledge. I am not an accountant. I didn’t go into that phase of 
the work. J felt that other branches of GSA would probs ably take 
up that part of it. 

[ recommended that no precipitant action be taken regarding the 
sale of the accumulated tin concentrates. That was on account of 
the situation with regard to the possibility of the Texas City Smelter 
closing. I saw no point at the time of trying to ship the concentrates 
abroad or anywhere else. We could study what we would do to get 
the maximum return from the concentrates. I recommended that the 
GSA have the company hire a capable consulting engineer to make 
45, visits to the property. 

Warren. Did you ascertain the price that the stock of the 
United States Tin C orp. was being sold for at the time you made your 
invest igi ition ? 

Mr. Croston. I did noi, except that I saw evidences that some shares 
were being sold at 3! » cents a share and prices in that neighborhood. 

Mr. Warren. 321% to 50 cents, I believe your report states / 

Mr. Crostron. Th at is right. 

Mr. Warren. That is the new stock in the Alaska corporation ? 

Mr. Croston. Yes, sir. 

Mr. Warren. Mr. Chairman, I suggest we make a part of the record 
a letter dated March 31, 1954, to Mr. A. J. Walsh, Commissioner, EPS, 
from Mr. John Croston, Materials Division, EPS, setting forth his 
recommendation, and also a letter dated July 2, 1954, from Mr. John 
Croston, addressed to Mr. Al Pierce, staff director, Joint Committee 
on Defense Production, with regard to testimony which he was to give 
this morning. 

The Vice CHArrMAN, They will be made a part of the record. (See 
p. 473.) 

Mr. Warren. I would assume you would want to include a part of 
Mr. Croston’s report here in the record except for photographs and 
some material that you might wish to delete. 

The Vice Crairman. Yes. (See p. 477.) 
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In summing up on this, I believe you said this morning, and I don’t 
want to quote you if I am not accurate, it would be very doubtful if 
not impossib le that this loan of $3 million would ever be paid out ¢ 

Mr. Crosron. Yes, sir, I think it very doubtful that we will ever 
recoup the $3 million. 

Mr. Warren. Then you spoke about concentrates being sold, and 
a thought a small loan could be made which could carr y them. How 

far did youmean? Would that be for a year on an economical basis or 
until next fall? I wasn’t clear on that. 

Mr. Crosron. If we loaned them money to buy the supplies that 
have to be shipped up by boat, that loan I think could be liquidated 
within the year, and the company will operate for a few months, per- 
haps at a small deficit, but it should make a very small profit there- 
after. I don’t think the profit will ever be large unless they discover 
new and richer sources of ore. They should be able to m: uke a little 
more money than their expenses every month for a period of 2 or 3 or 
4 years. 

The Vice CuatrmMan. Then, of course, the proceeds of the concen 
trates would go first to pay off the bank loan, and then the Government 
wouldn’t reap any benefit from that at all, except possibly they might 
get back some interest on the loan ? 

Mr. Croston. That, and of course, the Government has guaranteed 
the loan. If the proceeds of the concentrates were devoted to some 
other purpose the Government would have the liability of the guar- 
anty under the V-loan, whereas if the V-loan is liquidated now by the 
concentrates on hand the Government obligation is reduced that much 
On the other hand, it would prevent their company from using the 
proceeds of the concentrates to purchase any supplies for this summer. 

The Vice CuatrmMan. The concentrates on hand when sold would 
liquidate that bank loan ? 

Mr. Croston. That is right. 

The Vice CuatrMan. They can’t use it for two things ? 

Mr. Croston. No. Mr. McCrary told me it was to be loaded on thi 
first barges, a total of about 250 drums, used oil drums. They clear 
them and wash them and fill them with 1,600 or 1,800 pounds of ti 
concentrates which will run between 62 and 65 percent tin. These 
drums are then welded, the tops are welded, and they will be ready 
to ship. He will have a total of about 110 tons of tin metal contained 
in those concentrates. That should go out on the first boat on July 27. 

Mr. Warren. Mr. Croston, did you state this morning that the 
amount of ore coming out is $30.000 a month ? 

Mr. Crostron. The value of the concentrates last month I should 

say were roughly $32,000. 

Mr. Warren. On the basis of an 11-month operation how much 
would that bring a year? 

Mr, Croston. That would be $352,000. 

Mr. Warren. Is it my understanding that this request for a 
$405,000 loan is for 1 year’s expenses ? 

Mr. Croston. I believe, yes. 

Mr. Warren. So how much would that put us in the hole? 

Mr, Croston. That would put us in the hole, if the company did 
no better than it did last month. On the other hand they have been 
handicapped by many troubles, handicapped by low recovery of tin 
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on account of slime. Now they have this new Dorr thickener 
which saves water and avoids some of the slime trouble. They 
haven’t all the concentrating tables in. They should have them in by 
next month. So the recovery should be better. There is no rea- 
son—the mine can turn out the ore—there is no reason why, if they 
have adequate power they shouldn’t treat 3,600 tons a month. 

Mr. Warren. After all these years and after the expenditure of 
$5 million we are still dealing in future hopes, is that correct? On 
the basis of present production they couldn’t pay out ? 

Mr. Croston. No, that is true. But I think they are very close to 
the point where they could pay out, that is, could break even or a 
little better than break even. They will never pay out from the 
tandpoint of repaying the loan, I don’t believe. 

The Vice Cuarrman. From an engineering standpoint, may I ask 
you, if this had been approached in an exploratory manner instead 
of trying to get right into operation, if it had been done on a differ- 
ent scale and on a different basis it might have been all right ? 

Mr. Crosron. If it had been done as an exploration venture and 
the same amount of money spent, they might still find in the ore a 
large amount of tin. If they had found a large amount of tin, the 
logical thing to do was to build a concentr ator down on the Bering 
Sea, which is 6 miles away, as that would have obviated the water 
problem, They could have used the salt water for all milling op- 
erations, except flotation, which would require fresh water. It would 
obviate the hauling of supplies and materials to the present mill lo- 
cation, they could build their camp on the shore and transport the 
miners up to the mine property from the beach camp. They would 
make a logical setup for a larger operation. But having once started 
where they were, it had to grow there. Frankly, the Government 
has had in the last year or so a bear by the tail. They are trying to 
figure out what they can do to salvage what they can out of the proj- 
ect, to get the most information as to the possibilities of the area and 
everything else. 

Representative Tatie. The start was made in 1903 ? 

Mr. Croston. That was when the property was first discovered. 

Representative Tarte. They have been prospecting for 51 years. 

Mr. Crosron. Very spasmodically; there are a number of years 
when there probably wasn’t a solitary person in that area at all. But 
the Geological Survey started in that area and have made a number 
of reports, and this year entirely aa? of the Lost River 
enterprise the Geological Survey is making a magnetometer survey 
of the Seward Peninsula, an airplane survey with an airborne mag- 
netometer, a geophysical survey to see what there would be to merit 
further investigation. The survey has done a great amount of work 
up there. They are far more competent to discuss this than I am. 
I believe you will hear from them at a later date in that regard. 

Representative Tarte. I wondered what the people believed would 
pay out 





Mr. Croston. The first operations were placer operations, that is “ 
say, the tin occurred in gravels on the surface. All you had to do 
wash them with water, “and you concentrated the heavier c aniterite 
from the lighter rock. This is the first time there has ever been an 
underground lode mining operation, that is, mining a vein or dike un- 
dergr ound as an all year enterprise in this part of Alaska. 
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The Vice CrHairman. In other words, that has been operated, at- 
tempted to be operated on a commercial] basis rather than an explora- 
tory ? 

Mr. Croston. That is right. 

The Vice CHarrman. That is all. I think you have helped us a lot. 
Your testimony is very clear. We thank you, sir. 

(‘The material referred to in Mr. Croston’s testimony follow :) 

Marcu 31, 1954. 
From: Mr. A. J. Walsh, Commissioner, Emergency Procurement Service, GSA. 
To: John Croston, Materials Division, EPS. 
Subject: Inspection of United States Tin Corp. operations, IMA-27 (Contract 
GS—OOP (D)-520). 

In conformity with your instructions I left Washington on January 31, 1954, 
proceeding to the Seattle offices of the company. En route to the mine I discussed 
matters with members of the Bureau of Mines, Geological Survey, and territorial 
commissioner of mines in Juneau, and at Fairbanks, Alaska. Returning from 
the mine at Lost River, stops were again made at Fairbanks, Juneau, and Seattle, 
arriving in Washington, February 25, 1954. 

The instructions regarding the inspection covered not only the technical aspects 
of the geology, mining, and milling operations, and surface facilities, but the 
economic, managerial, and other phases of the operation. 

The background of the enterprise since 1950 is rather involved and the Wash- 
ington correspondence voluminous. For a clearer understanding of the project 
its earlier history has been given in the report, together with rather detailed 
data regarding each facet of the company’s operations or facilities. 

Attached to this memorandum are recommendations regarding action to be 
taken. These recommendations have bee made orally at various departmental 
meetings during the past few weeks. 


RECOMMENDATIONS REGARDING UNITED STATES TIN CorRP. 


1. All sales of company stock owned by the promoters or on option by them 
from the treasury of the company should be stopped at once. The proceeds of 
these sales do not benefit the company treasury. All treasury stock plus shares 
of the officers and directors and their relatives should be escrowed, but shares 
purchased by outsiders should not be escrowed. 

2. The corporation is registered in Alaska but the books are kept in Seattle. 
The Seattle office also does the purchasing in the United States. I am advised 
that if the corporation has an agent in the Territory this is sufficient. I therefore 
recommend that the Juneau office be closed as it does nothing of substantial value 
for the ecempany. 

3. The presidency of the company is not a full-time job. The present incumbent 
is not a technically trained man, therefore is of no direct assistance in guiding 
affairs at the mine. It is recommended that the president’s salary be reduced 
from $18,090 to a sum more in keeping with the size of the project and duties 
of the president. 

4. An investigation should be made into the payment by the Government of 
$229,000 to secure title to the property for the United States Tin Corp. It might 
develop that part or most of this money went into the pockets of the same people 
who were interested in both companies but who made the transfers through 
intermediaries. 

5. The GSA should have an observer attend all meetings of the board of 
directors of the company and have available to him all company records. Should 
the actions taken result in a change of directors, officers, or management at the 
mine, great care should be taken to avoid the Government getting into the 
position of selecting any of these officials and thus being held responsible for the 
future course of the company and its operations. The company should be free 
to select whom it desires, subject only to the approval by the Government of 
their competence and honesty. 

6. The GSA should explore the desirability of having a closer rein over dis- 
bursements, inventories of supplies, and the allocation to costing of work, and 
the safeguarding of tin concentrates and any other products of value which are 
either owned by the Government or held against advances to the company. 
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This may be accomplished in two ways. The present treasurer at Seattle is 
resigning. He didn’t have enough work to do in a company of this size. Should 
the present office manager assume most of the treasurer's duties with a modest 
increase in salary, the remaining cash saving will be sufficient to appoint a 
trained accountant to watch disbursements, have general charge over the ware- 
house clerk at the mine, and other related activities. He should be appointed only 
subject to GSA approval. 

The other course is to assign a GSA man to part-time duty with the company 
and to regularly and closely check these activities. 

7. It is recommended that GSA continue to finance operations through June 30, 
1954, as the company’s capital investment program is now being concluded, Out- 
put should be increased in April, May, and June with every indication that the 
value of the concentrates produced (at the current market price of tin) will equal 
or exceed the cost of operations in the third and succeeding quarters. 

8. It is recommended that the GSA favor the second DMEA exploration project, 
now under consideration by that agency. It represents a further and intelligent 
attempt to explore the mine property for additional tonnages of ore. 

9. Review about June 10 the record of mine and mill output and expenses for 
the previous months. If the trend is favorable the GSA should consider favorably 
the advance of funds for the purchase of food, mine, mill, and camp supplies that 
have to be delivered by ship during the summer months. 

10. A complete inventory at Lost River should start not later than June and be 
completed not later than the end of September. By that time also the existing 
inventory of tin concentrates should be reprocessed to remove impurities and to 
upgrade the tin content. This stock, together with the current output, should by 
then be ready for shipment in steel drums with welded heads, each drum having 
its record of weight, moisture content, and assays for tin and other metals, 
arsenic, sulfur, ete. 

11. The present road from the mine to the beach camp is only partially im- 
proved and the maintenance of tractors and trucks using this road and attendant 
hauling costs is high. The Alaska Road Commission should complete the work 
of making a road adequate for the purpose. There is no real justification for a 
road from the beach camp to Teller at this time or until such time as dock facilities 
are provided at that point. 

12. No precipitate action should be taken regarding the sale of accumulated tin 
concentrates. The enterprise has gone on the theory that tin concentrates have to 
be sold to a tin smelter. This is not necessarily so. With the possibility that the 
Texas City smelter may be closed this year, and no other tin smelter in the United 
States, this would imply the necessity of shipping to Europe or Malaya. This 
office is investigating several outlets for these concentrates in the East and several 
on the west coast. A solution will probably be found well in advance of the open- 
ing of shipping in the Bering Sea. 

13. The GSA should insist that the company hire a capable consulting engineer, 
approved by GSA, to make periodic visits to the property, study the results of de- 
velopment, and advise on future courses of action. There are a number of such 
individuals available in California and the cost of a few such visits per year could 
be more than paid for by the abolition of the Juneau office and reduction in salary 
of the president. 

14. It is recommended that aside from the liquidation of the V-loan through the 
sale of concentrates, no other action be taken in the next 6 months to secure any 
repayments on the Government advances. 

The next 6 months are crucial for the future of this enterprise. With good man- 
agement and reasonably good breaks in operation the company should be able to 
continue running for several years without further Government assistance. 
There is no indication at this time that any substantial part of the loan can be 
repaid. The possibility of a complete loss of the moneys advanced was envisaged 
from the outset and this is not a matter of primary concern. To date, the money 
spent has been inconclusive in proving or disproving the possibilities of making 
the Seward Peninsula a source of tin for the United States. The future opera- 
tions, over the life of the present better grade ore body, or the results of the 
DMEA activities may prove the existence of much larger tonnages of commercial 
ore as mining proceeds, and might completely alter the status of the company and 
the future of the area. Whether it does or not, such operations should be contin- 
ued until we get the answer, especially when they probably will involve no fur- 
ther substantial cost to the Government. 
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GENERAL SERVICES ADMINISTRATION, 
EMERGENCY PROCUREMENT SERVICE, 
Washington 25, D. C., July 2, 1954. 
Mr. AL PIERCE, 
Staff Director, Joint Committee on Defense Production, 
Senate Office Building, Washington 25, D.C. 

Dear Mr. Pierce: Several weeks ago you requested that I give a chronological 
picture of the United States Tin Corp.'s facilities in 1948, 1949, 1950 and monthly 
changes from 1951 to date. At that time, I told you I had no authoritative in- 
formation on the years 1948-50, and but little on 1951-53 but would look into 
what reeords were available to me in drawing up a picture. 

The Lost River tin property was discovered in 1903 and in 1904 was leased 
to a development company which, after a month’s work dropped the option. 
From 1904 to 1911 the property was operated intermittently as a surface tin 
placer with a total reported production for that period of about 20 tons gross 
weight of tin cencentrates. Very little, if any, lode development was done dur 
ing this period. 

Beginning in 1912 and continuing until the lease was dropped in 1916, a 
syndicate did some underground exploration and produced in three summers 
1913-15 a total of 48 tons of ore; 79 tons of ore and 73 tons of ore respectively. 
These small tonnages were treated in a portable mill for an output of about 8 
tons gross weight of concentrates. 

The property remained idle until 1918 when another group took over and un- 
til 1920 conducted active underground explordtion and development work but 
apparently made no shipments of concentrates or had any treatment facilities 
installed for such work. 

The property apparently lay idle from 1920 to 1928 when the National Tin 
Mining Co. took over until 1930 and did prospecting and development work but 
made no shipments of ore or concentrates. From 1980 to 1942 the property ap- 
parently was idle. 

In 1942 the United States Bureau of Mines started drilling operations which 
were concluded in 1944. This was purely exploration work with no production 
of tin. The property then remained inactive until 1948. 

From discoveries in 1903 to 1948 records show a total output of 28 tons of con- 
centrates of unstated tin content. 

During the period 1903-48 the Cassiterite Dike was investigated by means of 
5 short adits and an internal shaft, with several other smaller adits and shafts 
in the Ida Belle, Quartz-Prophyry and Greenstone Dikes. During this period 
there is no data available to me as to what equipment was installed or what 
buildings erected. 

Apparently during this period six small wooden buildings were erected for 
bunkhouses, cookhouse, dining room, assay office, etc. Persumably the equipment 
consisted of a compressor, drills, placer mining equipment such as sluice boxes, 
pumps, perhaps an excavator of some sort. At one time a very small mill— 
perhaps of 1 or 2 tons of ore per day was in operation but later dismantled. 
The mine workings, although limited in extent would have required perhaps a 
small air hoist, some tracks, a few mine cars and blacksmith shop. 

Mr. Sorensen, former manager, in his final report to February 6, 1953, stated 
that late in July 1951 there was nothing on the mine site except a few badly 
damaged buildings, no mill, and that none of the earlier exploration openings, 
including the various adits, drifts, crosscuts and internal shaft were usable. 

Apparently a small placer outfit was installed by the United States Tin Corp. 
and put in operation sometime in 1949 and fragmentary reports show about 21 
tons of tin in concentrates in 1949; 50 tons in 1950 and 29 tons in 1951. No tin 
has been produced from placers since 1951. 

By April 1952, the company had installed its 100-ton mill, a powerplant with 
two diesel-electric generators, some mine equipment including a hoist for the 
internal shaft, a mine pump, compressors and drilling equipment as well as a 
rudimentary machine shop, carpenter shop and blacksmith shop. 

Early in June 1952 the mill equipment was tested and found to be lacking in 
suitability—it reportedly had only one Deister concentrating table, the crushing 
was done by a jaw crusher, grinding by an old ball-mill with jigs and Humphreys 
spirals. Need for a classified feed was evident and after due consideration a 
Fahrenwald classifier was ordered. Meanwhile, construction work started on a 
mill addition, bunkhouse and cookhouse. Four more concentrating tables were 
put in operation in July 1952. 
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The first of the season’s supplies arrived at the beack in August 1952 and the 
classifier was installed in the mill. 

In September 1952, foundations for 4 more concentrating tables were installed 
and 12 wooden buildings from the abandoned airfield at Point Spencer were 
being hauled from the beach to the mine. 

During October 1952 another diesel-electric generator was installed; 4 25,000- 
gallon oil tanks; 5 houses were moved to the mine and work on a recreation hall 
underway. 

In November 1952 the recreation building and 11 housing units were completed. 
In December 1952 an electric pump was installed at the bottom of the winze, a 
365-cubic foot air compressor, 6 concentrating tables, Esperanza classifier and a 
Denver jig installed. 

By February, Sorensen reported 23 buildings completed and 3 under construc- 
tion. Included in these were a general store, school and recreation hall, mine 
office, post office and radio station, bunkhouses, cookhouse and mess hall, machine, 
blacksmith and woodworking shops. In the mine were installed a hoist, track- 
age, mine cars, locomotive, ventilating fans and piping and accessory equipment 
serving the property—a power plant with three diesels, air compressor installa- 
tion, ete. 

By April 1953 another bunkhouse was completed, two more buildings trans- 
ported half-way to the mine and a new stove and dishwasher intalled in cook- 
house. In the mill 2 jigs, 2 pumps, 2 screens were overhauled and a cone classi- 
fier installed. A considerable change was made in the mill flowsheet. 

In May 1953 the schoolhouse was altered into an engineering office, the Worth- 
ington air compressor and No. 2 diesel repaired and overhauled and 2 Wilfley 
pumps installed. 

During June 1953 one of the lower bunkhouses was partitioned into 10 rooms. 
The church was moved near the store, two beach warehouses covered with tar 
paper and a new building for garage, warehouse and shop work started. Work 
started grading for the water supply line from the spring, a food warehouse and 
a mill addition, 

By October a new schoolhouse with teacher's living quarters was completed, 
the food warehouse and 2 duplex family houses, The pipeline and pumping 
plant was completed, a second pump installed at the bottom of the internal shaft, 
3 oil tanks erected on a truck chassis and a new engine installed. A fourth 
Superior diesel engine was installed as well as a new Caterpillar diesel-electric 
generator, In the mill feeders, screens, Hydrocone crusher, Marcy rod mill and 
Wilfley pump were installed and various equipment overhauled. 

In November 1953 the pumping plant and water supply line were put in opera- 
tion and a telephone line between springhouse, mill and office installed. A jig 
was installed in the mill and work was under way installing flotation equip- 
ment. 

During December 1953, the concentrate filter and vacuum pump, and another 
Dorrclone was installed. Work was under way on washrooms and toilets as well 
as storm sheds. 

By February 1954 the 40 foot thickener was completed with diaphragm pumps 
and the flotation plant started. By March 1954 two more concentrating tables 
were completed and a slime pump installed. In April 1954 another dwelling 
house was completed. During May 1954 another dwelling house was moved from 
the beach to the mine. Four more concentrating tables were completed. 

An examination of the records of disbursements by check proved to be an un- 
satisfactory means of constructing a picture of installations by months. The 
principal reasons were that the purpose of most of the checks was not clearly 
identified by purpose. While the purpose of certain checks could be guessed 
rather closely when issued to certain machinery manufacturers, many others 
were issued to secondhand machinery companies that gave no inkling of the 
particular purpose for which they were issued, A very large total in checks went 
to manufacturers’ agents but because they represented many companies the pur- 
poses could not be identified specifically as certain equipment or as operating 
supplies. This was even more difficult in the case of the Northern Commercial 
Co., the Sears, Roebuck or Hudsons Bay type of enterprise which sells clothing, 
hunting and fishing gear, trucks, tractors, mining and power machinery, food- 
stuffs, furniture, etc. Lomen Commercial Co., similarly handles lighterage work, 
sells fuel and lubricating oil, timber, lumber and a host of manufactured items. 
Therefore, an analysis from the expenditures proved to be of little value. 

While this report is rather sketchy it is to be hoped that it will be of assist- 
ance to you in your work. 

Very truly yours, 


JOHN CROSTON, 
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REPORT ON THE UNITED STATES TIN CORP. 


John Croston, Materials Division, Emergency Procurement Service, Washing- 
ton, D. C., March 26, 1954 


THE CoMPANY 


The present corporation, United States Tin Corp., formed under the laws of 
the Territory of Alaska in 1952, succeeded a company of the same name, incor- 
porated in the State of Washington. 

Officers and directors : 

H. R. Fischnaller, chairman 

K. J. Kadow, president 

F, H. Furey, vice president 

Harry Schaefer, vice president and treasurer 
Fred Loomis, director 

Michael Walsh, director 

W. Given, secretary and attorney. 

Seattle head office: 201 Jones Building, Fourth and Union Streets. J. J. Gil- 
mour, office manager ; Ina Bower, secretary. 

Juneau, Alaska, office: Twentieth Century Building. K. J. Kadow, president 
of the corporation; Mrs. K. J. Kadow, secretary for Juneau Office. 

Representative and agent in Nome, Alaska: Michael J. Walsh. 

Mine—Lost River, Alaska; auditors: Rankin & Stokes, 1619 Terry Avenue, 
Seattle, Wash. 

Fiscal year ending September 30. 


THE MANAGEMENT 
OFFICERS 


None of the officers or directors of the company possess any real mining ex- 
perience. 

H. R. Fischnaller, the chairman, has been engaged for a number of years in 
various small enterprises, such as real estate, shipping, and the Chief Joseph 
State Bank. Other directors are engaged in legal work, motion-picture theaters, 
and other enterprises. All apparently have reasonably good business reputations. 

Mr. Kenneth J. Kadow, the president, was an employee of the Alaskan branch 
of the Department of the Interior at the time initial negotiations were under- 
tuken in Washington by H. R. Fischnaller, A. F. McIntosh, and others. When 
Jovernment financing was agreed upon, he shortly thereafter resigned his posi- 
tion and became vice president of the company and later president. He is a 
dynamic individual of the sales type, radiating optimism. In consequence, he 
has repeatedly made promises of progress that the mine management was un- 
able to fulfill. This may have in part been due to his ignorance of mining and its 
vicissitudes. 

Harry Schaeffer acts as treasurer and was formerly a vice president of the 
Seattle Trust & Savings Bank. He told me he was going to resign as there 
was not enough work for him and that he felt the company could use the money to 
good advantage elsewhere. 

SEATTLE OFFICE 


Offices are maintained in a small suite on the second floor of the Jones Build- 
ing. The office space is modest and the rent small and no significant saving 
could be made by reduction in space or moving to another location. 

The work of the office is directly useful to the company. Aside from the usual 
corporate records the office makes all the United States purchases and looks 
after the shipping of supplies and at times the handling of concentrates. Spring 
and summer brings a greater load of work in purchasing and shipping during 
the open season but thereafter the workload lessens. The present Alaskan com- 
pany can function with an agent in Alaska, but retain its corporate records 
and functions in Seattle. 

It is believed that Mr. Gilmour, the present office manager, could be given some- 
what greater duties and responsibilities with assistance from the company’s 
auditors—perhaps made treasurer, when the present incumbent resigns. 
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JUNEAU OFFICE 


The United States Tin Corp. maintains an office in the 20th Century-Gross 
tuilding at Juneau, Alaska, in suite E in a penthouse on the sixth floor. Sharing 

this suite is the Alaska Consultant & Development Corp. and the personnel office 
of Kenneth J. Kadow. 

It is not clear what, if any, functions this office does for United States Tin Corp. 
The corporate records and work is done in Seattle as are the United States pur- 
chasing and shipping. The local office at the mine makes the Alaskan purchases, 
keeps payrolls, etc., and has no work done for it by the Juneau office. Mr. Kadow’s 
wife is carried on the payroll as a secretary. The United States Tin Corp. pays 
some $6,000-$8,000 a year for its share of the Juneau office expenses which 
include rent, travel, secretarial, telephone and telegraph, and other expenses. 
Tt would appear that most of the office costs are borne by United States Tin Corp. 
Jn addition, the Government pays Mr. Kadow a salary of $18,000 a year although 
the position is not a full-time job and the company is a small enterprise and not 
on an earning basis. 

Mr. Kadow has many other interests and activities in Alaska and this office 
is doubtless useful to him. The few contacts necessary, on occasion, with the 
Juneau offices of the Bureau of Mines, Geological Survey, or Commissioner of 
Mines can be accomplished without an office of this kind for Mr. Kadow lives in 
Juneau, a very small town, and only a short distance from these agencies. 


NOME AGENT 


Mr. Michael Walsh is the appointed agent of the company at Nome. He 
assists in the expediting of local purchases, interviews miners and other labor, 
and performs many necessary and useful functions for the company. He has been 
in Alaska for about 50 years, is widely and very favorably known. 


MINE STAFF 


Paul M, Sorensen, first general superintendent (to February 19538) 


After the initial financing a great deal of secondhand machinery for a mill was 
purchased from the Hirst-Chichagof Mining Co., a gold-mining enterprise which 
was closing down. The company also secured the services of Mr. Paul M. Soren- 
son, the manager of that enterprise, as the resident general superintendent at 
Lost River. 

A study of the early correspondence and progress records would indicate that 
Mr. Sorenson, under the handicaps and uncertainties of a program financed by 
the Government and subject to change or termination did a reasonably good job 
in establishing the camp and getting the enterprise started. The isolation of 
the enterprise, its long transport and supply line, the necessity of collecting a 
working staff of inexperienced Eskimos and the poorest class of American miners, 
may have occupied so much of his time that he had no time to devote to plan- 
ning. 

In consequence perhaps of the uncertainty of finances and lack of competent 
assistants, the property was opened up with no thought of adequate haulage 
levels, hoisting facilities or underground storage. It resulted in a mill that was 
poorly designed, with unsuitable equipment and an inadequate flow sheet. It 
also resulted in the property keeping inadequate records of underground and 
surface operations, costs, expenditures, etc. It was perhaps too much to expect 
one man, with no qualified assistants to carry such a load. During the later 
months of his employment he had the assistance of J. M. Ferguson as mining 
engineer. 


John M. Ferguson, mine engineer 


Since September 1952 this man has been in charge of surveying, sampling, 
drafting, and general supervision of underground engineering activities. He is 
a graduate of the University of Toronto in mining engineering, class of 1943. 
He has worked for Falconbridge, East Malartic, and Golden Manitou in Canada 
until 1948; with Cerro de Pasco in Peru until 1951, and Anacon Lead in Canada 
until September 1952. When Sorensen left on February 14, 1953, Ferguson 
became acting manager until the arrival of Donald Kochersperger on April 5, 
1953. He appears to have the qualifications needed for an enterprise of the 
size and type of United States Tin Corp. 
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Donald Kochersperger, present general superintendent 

Assumed management at Lost River on April 5, 1953. He is a graduate of 
the Colorado School of Mines, class of 1943 and for 10 years was employed by 
Compagnie Aramayo de Mines en Bolivie, a very large tin-mining organization, 
until the nationalization decree. During this period he was engineer at the 
Animas property, later foreman, superintendent, and finally general superin- 
tendent of the Caracoles property and finally general superintendent of the 
Chorolque property. He has had 10 years of mining tin-lead-silver, tin-tungsten, 
and tin ores underground by shrinkage, cut and fill, sublevel and other methods 
as well as some placer experience. The Aramayo organization has always been 
considered a well-run enterprise. 

His technical qualifications are adequate for this enterprise. He is married 
but has no children and his wife lives with him at the mine. 
R.J. McCrary, mill superintendent 

Assumed position of mill superintendent on March 20, 1953. He was edu- 
eated at South Dakota School of Mines with a bachelor of science degree in 
metallurgy in 1943. For 3 years he was with Cotopaxi in Ecuador as engineer, 
chemist, foreman, and finally assistant mill superintendent. One year was spent 
as field engineer in Montana for Dillon & Co., followed by 5 years as mill super- 
intendent with Cie. Aramayo des Mines in Bolivia. He appears to know the 
score as far as concentrating tin ores are concerned, has his objective in mind 
and a reasonably clear idea of how it may be reached. 


Foremen 
At the time of the visit the company had two mine forement with experience 


in Alaska, Arizona, and the Coeur d’Alenes and several experience shop fore- 
men. The company also had several very good miners from Ontario and Quebec. 
General staff observations 

The present staff appear competent and are hard working. There is some 
friction between Kochersperger and the Bureau of Mines and Geological Survey 
people. Should Kochersperger leave, it will be very important for the company 
to secure the services of a hard-bitten superintendent imbued with the idea of 
getting a low-cost operation, without neglecting the possibilities of further good 
grade ore development in likely areas. 


THE LOST BIVER TIN AREA 


This area covers about 40 square miles on the western part of the Seward 
Peninsula. Lost River starts in the York Mountains and flows 8 or 9 miles, 
emptying into the Bering Sea. There are six small creeks flowing into Lost 
River, of which Cassiterite Creek is one. The York Mountains are of rela- 
tively low elevation, with Brooks Mountain, elevation 2,918 feet, the highest of 
the range. The valley of the Lost River is wide and open, and the whole area 
is barren except for moss, grass, and scrub plants in the valley. The hillsides 
are of barren rock and there are no trees of any kind. 


Climate 

The winters are severe as the climate is sub-Arctic, with temperatures as low 
as —40° F. The winds blow through the Lost River Valley almost continually 
at velocities of 30 or more miles per hour. In consequence the snow cover iS 
relatively light except at points where drifts develop. During the summer from 
June through September considerable rain falls, the daily temperature rising 
to the 70’s or 80’s although dropping rapidly in the evening. During the winter 
the days are extremely short—sunrise and sunset being only a few hours apart. 
When summer arrives the sun rises shortly after midnight and sets shortly be- 
fore midnight with no complete darkness. 

The United States Geological Survey has been doing work on the Seward 
Peninsula for the past 51 years, and interest in this area as a source of tin has 
led to many geological investigations, both governmental and private, and 
spasmodic development work. 


EARLY HISTORY OF THE LOST RIVER OPERATIONS 


Some of the difficulties and embarrassments that have been encountered in 
this enterprise might have been avoided had the Defense Minerals Administra- 
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tion looked into the historical background of the enterprise, its promoters and 
the companies they formed. 

In 1903, L. Crim, C. Randt and W. J. O’Brien were prospecting in this area 
and discovered a mineral which was identified by A. J. Collier of the Geological 
Survey as cassiterite and traced to its source in a lode. They staked claims along 
the Cassiterite dike on both sides of Cassiterite Creek. These claims were luter 
in the year turned over to a development company which in 1904 did work 
sampling the Cassiterite dike and other showings, but suspended activitics after 
afew months. The three prospectors then took the property back, and continued 
their assessment work. During July 1907, Crim, Randt, and O’Brien incor}ourated 
the Lost River Tin Mining Co. at Nome, Alaska, under Territorial laws. Inter- 
mittent placer operations from 1904 to 1911 are reported to have produced a rotal 
of 20 tons of tin concentrates, and meanwhile the ground was ntnally patented, 
During this period F. L. Hess and Adolph Knopf of the Geological Survey issued 
further geological reports on this area. 

In 1912, George Jamme of Seattle formed the Jamme Syndicate which took a 
lease on the properties of the Lost River Tin Mining (o. and after some develop- 
ment work built a small concentrator in the spring of 1913. This plant operated 
for several months that year and for short periods in the open seasons vf 1914 
and 1915 but by 1916 the lease was terminated and the properties reverted to the 
Lost River Tin Mining Co. It is reported that about 8 tons of tin conceutrates 
were produced. 

In 1918 James F. Halpin and a group of New York and Boston people took a 
lease on the property. A complete examination of the Lost River property was 
made by Frederick C. Fearing during 1918 for this group, assisted by Pdward 
Steidtmann. Fearing’s report was issued March 1919 in a large folio with many 
maps, assays, and cost estimates. During this same period Henry Eakin, George 
L. Harrineton, Edward Steidtmann, and 8S. H. Cathcart each made reports on 
this area for the United States Geological Survey. Underground exploration and 
development work was continued until 1920, when the group abandoned the lease 
and the property again reverted to the Lost River Tin Mining Co. 

For the next 8 years the property was idle, then in 1928 the National Tin 
Mining Co., a Nevada corporation, was formed and took a lease on the property. 
Exploration and development work was carried out until 1930, when work was 
abandoned and the lease reverted to the Lost River Tin Mining Co., controlled by 
W. J. O’Brien and the estates of Crim and Randt, each reportedly owning one- 
third of the shares. From here on the corporate relationships are rather con- 
fusing and no data are available for their clarification. 

The National Tin Mining Co. permitted their purchase option to lapse and in 
March 1933 the Secretary of State fur Nevada revoked the charter of the com- 
pany. Either before this or after, A. F. McIntosh, who was in charge of horse 
transportation during the Halpin period of work, managed to secure working 
control of the Lost River Tin Mining Co. and also became president of the 
National Tin Mining Co. which now had essentially the same group of hackers 
as the Lost River Tin Mining Co. In the fall of 1934, the National Tin Mining 
Co. applied to the Reconstruction Finance Corporation for a loan, and was con- 
ducting business at Seattle in the State of Washington without license and did 
so for 20 months after its charter had elapsed. The company failed to secure 
the desired assistance. 

In 1939 the Congress passed the Strategic Minerals Act which authorized the 
investigation of domestic tin deposits. The United States Geological Survey sent 
J. B. Mertie, Jr., and Robert R. Coats to further investigate the Lost River tin 
deposits during the summers of 1940 and 1941. 

The mounting pressure of defense activities and the acute situation with re- 
gard to far eastern tin production, prompted the Office of Production Manage- 
ment to survey the possibilities of producing tin in the United States and Alaska. 
It soon appeared, that although the United States possessed no known sources of 
a potentially large supply of tin, at least the Lost River deposits appeared the 
most promising both as to possible output and production cost per pound. At 
this time F. C. Fearing discussed the matter with the OPM, and an investigation 
was started. Fearing estimated, based on 1940 costs, that $850,000 would be re- 
quired for a plant to mine and treat 250 tons of ore per day. 

Negotiations were instituted in early 1941 with A. F. McIntosh and dragged 
through the year and into 1942. Meanwhile, the charter of the Lost River Tin 
Mining Co. was revoked by the Alaskan Territorial auditor on January 2, 1942, 
for nonpayment of taxes, although it had until January 2, 1944, to pay up and 
have the charter reinstated. During 1942, Calumet & Hecla Consolidated Copper 
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Co. was approached to manage the enterprise should the Government take it 
over. It was suggested that a 200-ton mill should be the maximum attempted at 
that time. In the meantime, the Bureau of Mines approached the owners and 
secured permission to do some work on the property. In 1942 it sent Heruld B. 
Heide and a crew to undertake sampling. Various underground workings were 
cleared as well as bulldozer clearing of alluvial surface debris, preparatory to 
channel sampling the cassiterite dike and digging trenches by hand from the 
surface for sampling. Work continued during the summer months until 1944. 
The results were issued in July 1946 as a Bureau of Mines report. During Sep- 
tember 1942 R. R. Coats of the Geological Survey did mapping on the surface and 
underground workings and the Survey continued to maintain geologists on the 
project each summer to correlate geological data. 

In December 1942 the Bureau of Mines proposed to the War Production Board 
that $1,382,470 be spent for exploration, development and the equipment of a 
500-ton mill. They reported it could be ready to operate at full scale by June 
1944 and turn out 400 tons of tin in concentrates during the rest of the year 
and 1,500 tons of tin in concentrates each year during 1945 and 1946. The 
Bureau reported the total cost would amount to 67 cents per pound of pig tin 
after smelting charges and a 5-year plan amortization. An estimate made by 
the Bureau of Mines early in April 1943 upped the cost to $1,714,895 for plant 
(mining equipment, $442,795; mill and buildings, $1,272,100) with no stated 
sum of exploration or preproduction development expenses. 

The metallurgical consultant of the War Production Board stated that the 
plans for milling the ore prepared by the United States Bureau of Mines were 
made with very little basic data on the character of the ore to be milled. He 
further recommended that no mill should be built until a development program 
proved up enough ore to warrant such an installation and when fresh, accu- 
rate ore samples were available for a better understanding of the milling prob- 
lems involved. 

Negotiations continued in the War Production Board and in the spring of 
1943, the firm of H. W. Gould & Co. of San Francisco agreed to take a manage- 
ment contract if the Government went ahead with the project. The Operating 
Committee of the Minerals and Metals Advisory Board of the WPB finally gave 
approval to the project, provided it would not interfere with military shipping 
operations in that area. 

During April 1943 the Army reviewed the proposal and stated that the output 
of the mine would be relatively insignificant compared to our needs; that the 
United States position in tin was secure until early 1946 even if all imports were 
discontinued; that for a small fraction of this expenditure a greater tonnage 
of tin could be obtained from abroad even during the current war; and finally 
that the material for the plant plus the operating supplies, fuel oil, ete., would 
compete for space with highly essential military cargoes. 

No data are available regarding activities after the completion of the Bureau 
of Mines work in the fall of 1944, but apparently nothing was done for about 
4 years. 

Early in 1949 Mr. H. R. Fischnaller and Mr. Kirby Billingsley visited the 
writer at the National Security Resources Board and informed him that the 
United States Tin Corp. had been organized as a Washington corporation to 
exploit the Lost River tin property. Early in 1950 they again visited Wash- 
ington accompanied by Mr. A. F. McIntosh and reviewed the work of their tin 
placer operation during 1949, and hopes for the 1950 season. With the out- 
break of war in Korea and the formation of the Defense Minerals Administra- 
tion, they thereafter directed their attention toward that agency. 


RECENT HISTORY OF THE LOST RIVER PROPERTY 


The United States Tin Corp. was formed in 1948 with a capital of $300,000 
in shares of $1 par value. It was incorporated in the State of Washington by 
A. F. MeIntosh of Lost River Tin Mining Co., F. H. Furey, and H. R. Fisch- 
naller. These three individuals were each issued 51,000 shares or a total of 
153,000 shares of stock in consideration of their interest in an option to pur- 
chase the Lost River tin property. Mr. H. R. Fischnaller became president 
of the new company and took over the management; Mr. McIntosh becoming 
chairman and Mr. Furey a director. Mr. Fischnaller is reported to have ad- 
vanced $14,000 to make the initial downpayment on purchase option price of 
$250,000 for the property and other loans, the total aggregating about $68,000. 
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Operations in the summer of 1949 resuited in a gross output of $74,020.69 
and for 1950 a total of $140,440.47. Just how the operations were financed is 
not clear to the writer; however, at the end of 1950 the company owed the 
Seattle Trust & Savings Bank about $88,000 on a loan which was secured by 
the bulk concentrate produced in 1950. Mrs. Tweet of Teller, Alaska, had a 
lien of $11,740 on some of the machinery purchased, and the Lost River Tin 
Mining Co. held a lien of $236,000 on the unpaid balance of the $250,000 purchase 
price. 

By the end of 1950 Mr. F. P. Loomis who became treasurer had acquired 
7,500 shares and Mr. H. C. Rohrbach, the secretary, acquired 3,000 shares, 
bringing the total issued stock to 178,500 shares. What, if any, cash consid- 
eration was paid for these shares is not known to the writer. 

Apparently, the first move to secure governmental assistance for the oper- 
ation occurred when a letter dated November 18, 1950, was sent to James Boyd, 
then Director of the Bureau of Mines and Deputy Minerals Administrator of 
the Department of the Interior by H. R. Fischnaller, president of the company. 

The letter contained many grossly inaccurate and misleading representations. 
It did not make it clear that previous operations were from placers whereas 
its future operation would have to be underground. Therefore, its statements 
that the tailings contained very little metal, that a minimum recovery of 90 
percent of the tin was made and that no sliming of the ore occurred are all 
contrary to What resulted when the Government started financing the company. 

The letter also created the impression that they were operating previous to 
November 18, 1950, a tin and tungsten refining plant at Tacoma, Wash., pro- 
ducing grade A pig tin for which they received a price of 7 cents per pound higher 
than the New York price, and that tungsten metal was being made both at 
Tacoma and at Seattle. Late in January 1951 the Juneau office of the Bureau of 
Mines reported that trial runs of the testing plant were being made late in 
December, but no operating or cost data were available. Actually, it was not a 
commercial plant but a small pilot operation at the plant of the Pennsylvania 
Salt Manufacturing Company at Tacoma, and apparently produced only a small 
poundage of metal. It closed with a request for a guaranty on a loan of $375,000 
desired from the Seattle Trust & Savings Bank. This it stated would cover the 
cost of $80,000 for camp, roads, etc. ; $100,000 for mine development and $150,000 
for a 100-ton-a-day mill, the balance presumably going toward working capital. 
Fischnaller estimated a gross of $2 million a year (based on $1.17 per pound for 
tin) and a net of close to $1 million. The letter further stated that they had 
been assisted in its preparation by the Juneau office of the Bureau of Mines. 

On December 13, 1950, the application was referred back to the Juneau office 
of the Bureau of Mines for investigation and recommendation. Their report and 
recommendation was received in January 1951. 


BUREAU OF MINES (JUNEAU OFFICE) RECOMMENDATION OF JANUARY 22, 1951 


The report stated the project was feasible and recommended the installation 
of a 100-ton-a-day mill. It estimated that there was a year’s supply (33,000 
tons) of better grade ore, reportedly averaging 2.2 percent tin and 0.48 percent 
WO,, and that an additional 142,700 tons of ore running 0.94 percent tin and 
0.18 percent WO; would probably be developed, giving an additional 4 years’ 
supply. 

The Juneau office estimated $420,000 to be necessary for mine plant, mill, 
shops, laboratory facilities and equipment plus roads and camp. A further 
working capital of $260,000 was estimated as necessary for 9 months’ operations 
while concentrates were stored in the nonshipping months. 

Basing operations on tin at $1.55 per pound and tungsten at $2.35 per unit of 
WO,, they figured a gross recoverable value of $31.17 per ton of ore; total costs 
$17.60, including $2.78 per ton for amortization, leaving a profit before taxes, 
interest or royalty of $13.57 per ton. Production was estimated at 1,518 pounds 
of tin per day plus 325 pounds per day of WO, concentrate or 531,300 pounds 
of tin per 350 day year and 113,750 pounds of WO; (tungsten trioxide). Thirty- 
nine people was the estimate of the required working force, excluding 
management. 

The Juneau office also made an estimate on the installation of a mill of 1,500 
tons per day. This was based upon the estimate of 4,151,000 tons of material 
running 0.334 percent tin and 0.061 percent WO, in all three zones (cassiterite 
dike, granite and the metamorphic zone) which would constitute a 9-year supply. 
The cost was estimated at $5 million for plant and $3,360,000 for working capital. 





| 








DEFENSE PRODUCTION ACT 483 


The mill was estimated to cost $2,250,000; mine development, $750,000; mine 
plant, $750,000; camp, etc., $750,000; power and heating plant, $250,000; roads, 
transport and storage facilities, $250,000. A working force of 250 would be 
required. Assuming an 8 percent recovery the output was estimated at 5,058 
pounds of tin per day or 2,830,800 pounds per 350-day year, plus 1,464 pounds of 
WO, per day or 512,400 pounds per year. 

Assuming the same market price for tin and tungsten the gross recoverable 
value (6.74 pound tin and 1.22 pound WO, ton) would be $10.65 per ton of ore; 
costs, including $1.21-per ton amortization would be $9.29 with an indicated net 
profit before taxes, royalities, interest, etc., of $1.36 ton. The Juneau office 
did not advocate action of the 1,500-ton mill at this time, but urged quick action 
on the 100-ton mill in order that equipment could be shipped on the first boat of 
the summer, leaving Seattle June 5, 1951. W. S. Twenhofel of the Geological 
Survey concurred in the report on the geologic phases of the project and poss 
bilities of developing more ore. 

There were a few individuals who felt that caution was called for and perhaps 
had a somewhat sobering effect upon the scope of the project as approved by 
DMA. J. J. Norton of the RFC suggested investigating whether a mill should 
be built now or whether a loan to develop and stockpile ore should be made, the 
construction of a mill depending upon whether an adequate tonnage of ore could 
be found. F. M. Chace of the United States Geological Survey felt that a 2-year 
ore supply was presently assured but stated the ore was spotty and erractie in 
values which might have a serious bearing upon success. 


DMA APPROVAL OF PROJECT FINANCING 


On February 26, 1951, the DMA Operating Committee approved the project, but 
whittled down the size of the mill to 25 tons per day. It provided a 90 percent 
guaranty for a V-type loan of $374,427.78. The approval was for a pilot type of 
mill to work out are-dressing problems, to provide for the development of More 
ore and the recruitment of a reliable management and labor force. 

It provided for the purchase of tin, when delivered as metal, on or before 
December 31, 1952, at $1.75 per pound; for the year 1953 at $1.50; for 1954 at 
$1.25 per pound; for 1955 at $1 per pound, and all tungsten through December 
31, 1955, at $50 per unit (60 percent concentrate). 

The committee estimated that ore with a content of 1.08 percent tin and 0.12 
percent WO; in block A, with 75 percent recovery for tin and 85 percent recovery 
for WO:;, would give an annual output of 63 long tons of tin and 1,500 short-ton 
units of 60 percent WO; concentrates or $325,000 based on proposed 1952 pur- 
chase price, with an additional $225,000 from the placer operation or a total of 
$550,000 gross, although such output and steady operation was not believed 
probable. In the March 2, 1951, proposed contract it was estimated that the 
lode would return a gross of $246,960 during 1952: $211,680 in 1953: $176,400 
in 1954; and $141,120 in 1955 or a total to the end of 1955 of $776,160; in addition 
it estimated $280,000 in tungsten and $900,000 in placer tin over the period or a 
grand total of $1,956,160. 

The committee felt there was a possibility of the loan being paid off before 
the end of 1952 and a high probability that within 3 to 5 years the DMA would 
have provided the means without loss to the Government of developing a sub- 
stantial domestic source of tin and tungsten. 

Meanwhile the Juneau office of the Bureau of Mines, in a letter dated March 
2, 1951, obiected to the statement that the ore was spotty and opposed the build- 
ing of a 25-ton plant on the ground that competent management would be hard 
to find for so small a project ; that much of the equipment would be useless in a 
larger mill; that a satisfactory flowsheet could not be incorporated in a 25-ton 
mill; that drawing only that tonnage the ore would have a tendency to pack in 
stopes which would require more rapid operation. It criticized the proposal to 
use part of the funds for increased placer onerations and stated that the placer 
reserves were about exhausted, although DMA was calculating a gross return of 
$900,000 from these same placer operations. 

The DPA certified the proposal and provided the necessary borrowing author- 
ity of March 16, 1951, and on March 23, 1951, contract GS-OOP-(D)-520 was 
entered into with the company. 


Confusion about objectives and means of attainment 


When the Korean war started, tin was selling in the New York market for 
about 7714 cents per pound, and by the end of 1950 had risen to $1.45 per pound. 
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During the period that this project was under negotiation the price of tin rose 
to $1.84 in February 1951. The Government instituted controls over the use of 
various metals, including tin, and the Reconstruction Finance Corporation again 
became the sole buyer. In this atmosphere of war preparations, the Nation de- 
cided to embark on a vast program for the expansion of metal production facili- 
ties, not only in the United States but throughout the world. As our entire supply 
of virgin pig tin, save for a tiny fraction of 1 percent of our needs, came from for- 
eign sources, it was natural to again survey our domestic resources for the pos- 
sibilities of producing some tin, especially further exploration on the Seward 
Peninsula in Alaska. In such an atmosphere it was easy for certain groups to 
advocate the development of domestic sources regardless of costs or the economic 
values of the deposits. Others saw in the situation an opportunity to do some 
“empire building” within their own offices. 

When the United States Tin Corp. proposal came in, it was for the financing 
of a small mining operation, the construction of a mill and production of tin, 
from an ore body of small size. Certain groups advocated a much larger installa- 
tion than 100 tons per day—in fact, looking forward ultimately to 1,500 tous per 
day of ore output in the future. 

Exploration of the area was lost sight of in the arguments over the size of 
the mill to be erected, and even here little weight was given to such vital things 
as the tonnage and grade of economic material available. Projections of 4,151,- 
000 tons of 0.337 percent tin “ore” were made notwithstanding the fact that by 
no stretch of the imagination could this be “ore” by any accepted standards even 
under the duress of war. No one could say with any exactitude what the cutoff 
limit would be at Lost River but it was evident that it would be around 2 per- 
cent tin if the property was to prosper, and of that grade of material there was 
no tonnage sufficient to justify the erection of other than a pilot plant. 

The installation was justified on the basis of being a source of tin supply in a 
war where Russia would cut off Far Eastern sources. This ignored completely 
the fact that Lost River is about 10 minutes away, by jet bombers, from Russian 
airbases on the Siberian side of the Bering Sea. Shipments of supplies, neces- 
sarily by boat, might be all but impossible during wartime. When this was em- 
phasized then the argument was shifted to a “cold war” basis wherein southeast 
Asia would be lost without actual hostilities with Russia, in which case Lost 
River would not be interfered with. 

While the development of the Seward Peninsula as a whole might someday 
result in an appreciable output of tin, there was no indication that the Lost 
River property would ever be able to produce as much as 2 percent of our re- 
quirements, even if $10 million or more were expended on the property with a 
huge mill to treat this low-grade material. The difficulties of bringing in an ade- 
quate labor force, the huge amount of shipping required, and the necessarily low 
recoveries from such tin-bearing material made it evident that pig tin from 
such a source would cost a great many times the market price. 

Having lost sight of the fundamental objective of exploration of the Seward 
Peninsula and centering all attention on the United States Tin Corp. proposal 
to erect facilities, the Government irrevocably took the step of putting the cart 
before the horse. Instead of the normal procedure of developing enough good 
grade ore to warrant the erection of treatment facilities designed to efficiently 
extract the values, it committed itself to build the facilities and worry later 
about getting enough ore to treat to repay the loan. 


Government advances since 1951 
On May 15, 1951 the Government made a V-loan agreement guaranteeing 90 


percent of a loan up to $374,427.78 to be made by the Seattle Trust & Savings 
Bank. On October 11, 1951 the Government increased the guaranty to 95 per- 
cent in consideration of the bank lending a total of $275,619.79. 

When this financing proved to be totally inadequate to place the project in 
full-scale production because of unrealistic planning, it became necessary for 
the Government either to abandon it or finance it to completion. The latter 
course was chosen and by amendment No. 1 of November 28, 1951, the Emer- 
gency Procurement Service provided for an advance of not to exceed $35,000; 
this was followed by amendment No. 2 of December 19, 1951 which provided 
for an additional $325,901 from General Services Administration, and it was 
promised that the mill would be in operation not later than July 1, 1952. 

On January 29, 1952 Weston Bourret of DMPA recommended that no further 
advances be made until a Defense Minerals Exploration Administration con- 
tract, then under negotiation, proved the existence of a commercial ore body. 
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This recommendation was approved by Howard I. Young, Deputy Administrator 
of DMPA in a letter dated April 1, 1952 to the Credit Finance Division of GSA. 
However, on July 9, 1952 Young recommended to the Commissioner of the EPS 
that the contract be continued through July 41, 1953 and not over $940,000 addi- 
tional funds be made available to the company. This was done in amendment 
No. 3 of August 5, 1952. 

On May 14, 1953, amendment No. 4 was entered into which provided a further 
$1,300,000, or a total for the 4 amendments of $2,600,901 Of this, the cash 
advances as of March 26, 1954, amounted to $2,125,702.35 and unpaid balance on 
V-loan amounted to $155,206.02 


Government purchase of mine claims on behalf of company 

AS more ald more money was advanced by the Government to the United 
States Tin Corp. concern was felt about securing a mortgage on the property. 
A survey of the situation brought to light the fact that only $14,000 had been 
paid on the option price, that the company had in cash only what was furnished 
by the Government. 

In order to secure a mortgage from the United States Tin Corp., it was first 
necessary to pay the balance of $236,000 of the total purchase price of $250,000 
due to the Lost River Tin Mining Co. It fell to the lot of the Government 
to buy the property at its expense and hand it over to the United States Tin 
Corp. For anticipating payments and tendering a lump sum the Government 
made the acquisition for $229,000. 

Had the Government looked into the earlier history of the Lost River enter- 
prise it would have found that the owner, Lost River Tin Mining Co. was con- 
trolled by the same interests as National Tin Mining Co. and some of the same 
group in United States Tin Corp. It is quite possible that when the Govern- 
ment paid $229,000 to intermediaries through a bank that some of this money 
went to those who are now directors of the United States Tin Corp. It is a 
point well worth investigating and if true appropriate action should be taken. 





Stock peddling to public 

In the normal course of private financing for a newly opened mine the bankers 
insist that the promoters escrow their shares for a certain period. 

Just before the Government financed the enterprise the United States Tin 
Corp. was a Washington corporation with only 3 shareholders owning 153,000 
shares of stock out of an authorized capital of 300,000 shares, all of $1 par 
value. In February 1951 the company reported 178,500 shares outstanding. Of 
this total Fischnaller, McIntosh and Furey held 153,000 shares, Loomis, the 
treasurer, 7,500 shares, Rohrback, the secretary 3,000 shares leaving 15,000 
shares reported as issued but stockholders not given. 

The Territory of Alaska gives a 50 percent reduction in personal property 
taxes for a 10-year period to new Alaskan company. For this and perhaps other 
reasons, the United States Tin Corp., the Washington corporation, caused to be 
formed an Alaskan corporation of the same name. All assets and liabilities 
of the Washington corporation were transferred to the new company and the 
Washington corporation placed in liquidation. The new Alaskan company’s 
incorporation took place on August 7, 1952 and on January 1, 1933 changed 
its share structure from 300,000 shares of $1 par to 3 million shares of 10 cents 
par value. As of February 1, 1954 the company reported 2,195,000 shares of 
new stock outstanding. This represented an increase in the 2%4-year period 
of 410,000 shares (41,000 on an old share basis). 

When Mr. Kenneth J. Kadow became president of the company he secured an 
option on the equivalent of 200,000 shares of the present stock at 10 cents per 
share. He had by September 30, 1953, acquired 170,000 shares for $17,000 and 
this represents the only sale of stock of the company for cash which has entered 
the treasury since Government financing started. The proceeds were used to- 
ward financing the company’s share of the DMEA project. As of February 1, 
1954. the stock remaining unissued in the treasury of the company amounted to 
805.000 shares with Fischnaller holding an option on 710.000 shares at 10 cents 
a share and K. J. Kadow 15,000 shares at the same price. Only 80,000 shares 
were unissued and unallocated out of 3 million shares authorized. 

Fischnaller took down 53,000 shares of old stock as did McIntosh and Furey, 
and this represents 530,000 new shares each. On February 1, 1954, Fischnaller 
and his family held only 156,870 shares, Furey 239,800 shares and McIntosh 
473,950 shares, a total of 870,620 shares, a reduction in their holdings of 719,380 
shares. The former treasurer and secretary have also sold part of their shares. 
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Today, with 2,195,000 shares issued, there are nearly 300 shareholders. An ac- 
tive stock-selling campaign has been under way and many of the new stock- 
holders are women. The company is not selling any stock (other than the shares 
known to have been acquired by Kadow) so all stock sales are merely transfers 
of stock from the promoters to the public and may be exempt from Securities and 
Exchange Commission action. The promoters are also apparently active in the 
sale of stock outside the State. 

Whether these sales represent a lack of confidence on the promoters’ part in 
the future of the company, a sale to raise funds for some other personal purpose, 
or other reason, is immaterial. If matters continue unchecked Fischnaller can 
take down another 710,000 shares, but this time he will have to pay the option 
price of 10 cents per share. As shares are being peddled at prices of 32% cents 
and as high, it is reported, as 50 cents per share it can be seen that even though 
the project fails and closes down, the promoters stand to make $1 million or more 
on stock sales. It is quite significant that the Lomen brothers who make very 
substantial profits out of United States Tin Corp., in fuel oil sales and lighterage 
charges for ocean freight, ete., and who are men of considerable wealth, hold 
collectively only a token amount—3,000 shares. 

It is extremely unfortunate that the Government failed to give adequate 
thought to the possibilities of stock promotion, or provided any means for its 
prevention. This may prove a matter of considerable embarrassment to the Gov- 
ernment should it at a later date foreclose on its advances or force other drastic 
corporate changes. 

Operating difficulties stem from violation of agreements 

From the inception of the first contract in March 1951 there have been numer- 
ous violations of agreements or understandings with the Government on the part 
of the United States Tin Corp. These have been brought out in the voluminous 
correspondence and in the GSA auditors report. 

At the outset, the DMA approved funds for development and a 25-ton pilot 
mill. The Juneau office of the Bureau of Mines preferred a 500-ton mill but in 
their report to DMA went along with a 100-ton mill. They wrote on March 2, 
1951, objecting to the approval of a 25-ton mill. Many of their objectives were 
well taken and if the property should have been equipped with a mill it should 
have been for at least a 100-ton minimum. However, it is abundantly clear that 
a mill never should have been installed in the first place. 

Notwithstanding Washington approval of a 25-ton pilot mill, the company offi- 
cers met in Seattle with officials of the Bureau of Mines, Juneau, Alaska, office 
and secured the approval of Juneau, as evidenced by a letter of May 14, 1951, 
to the company going ahead with the installation of a 100-ton mill. The money 
allocated for the 25-ton mill was stretched by buying secondhand machinery from 
an Alaskan gold mine that was closing down, as well as from other sources. 

This was the first in a long series of unfortunate or unexpected events which 
created great difficulties for the project and tremendous expense to the Govern- 
ment. Instead of merely guaranteeing a bank loan of about $275,000 it began to 
be involved in a series of expenditures that will aggregate nearly $2% million 
with very little hope of recovering any substantial percentage of this money. 
More importantly, it has neither shown the Seward Peninsula to be an area of 
worthwhile tin deposits nor established a tin-producing enterprise of any sig- 
nificant importance, 

The president of the corporation justified going ahead on the 100-ton basis on 
the grounds that, when the RFC refused to pay more than the market or ceiling 
price for tin instead of the proposed contract prices, the economics of the venture 
changed. He felt lower costs would come from a larger venture. 

The original DMA contract for the 25-ton operation failed to include capital 
funds for development of the mine, so that it was destined for financial trouble 
from the start. Having gone ahead without Washington authority to erect a 
100-ton mill, this brought in its wake greater expenses for housing, power, water 
supply, mine development and equipment. From November 1951 to the end of 
1953 the files show a large number of letters from the company, all optimistic, 
all promising every trouble would be ironed out and shortly thereafter that the 
company would be placed on an earning basis. These promises led to repeated 
renewals of the contract, the Government becoming more deeply involved each 
month, notwithstanding repeated adverse reports by Renick of the Bureau of 
Mines and Bourret of DMPA. The former believed the project far too ambitious 
and the latter wanted only DMEA exploration activities. 

The 100-ton mill scheduled to be put in operation late in the summer of 1951 
was not completed on schedule, neither was the mine put in position to stope the 
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required tonnage for mill feed. Then caving made portions of the underground 
workings inaccessible, and no adequate planning was made for a water supply 
for the mill. The placer mining operation, which was nearing the end of its 
reserves, did not produce as much tin as anticipated. Instead of deriving a gross 
production of $541,960 from 1951 operations as forecast in the proposal only 
$62,027 was produced, all from placer operations which ended that year. 

When Touche. Niven, Bailey & Smart, the auditors, examined United States 
Tin Corp. books for the year ended September 30, 1951, they found them totally 
inadequate and unreliable and no costs could be determined. However, it was 
found that the accounts payable were much greater than shown on the books. 

When completed, the mill was a hodgepodge of design with secondhand equip- 
ment and much of it unsuitable for the purpose. Recoveries were much lower 
than hoped for and the grade of concentrate low, with many penalizing impurities. 

By the end of March 1952 the old shaft was found to be badly caved and only 
a seepage of water instead of a sufficient supply for milling. Thereupon the com- 
pany attempted to diamond drill a series of holes to tap the supposed supply of 
water. It was agreed by Kadow that if water was not found, the mine was to be 
placed on a standby basis until the summer. On April 1, 1952, Mr. H. I. Young of 
DMPA recommended termination of GSA financing at the earliest possible mo- 
ment. An April 25, 1952, GSA was advised of the failure to find water in any 
amount useful for milling purposes. However, there was no insistence for a 
shutdown and Kadow presented arguments about the possible loss of working 
force, etc., meanwhile securing funds to continue. On April 29, 1952, Mr. H. I. 
Young wrote the Commissioner of EPS recommending curtailment of Government 
financing stating, “The history of this project indicates that in several instances 
changes have been made by the company from the contractual conditions with- 
out prior agreement from the contracting agency.” 

In June 4, 1952, letter to Lorain of the Juneau office of the Bureau of Mines, 
Weston Bourret stated that after discussion with Washington personnel of 
the Geological Survey, Bureau of Mines and DMPA engineers, “we feel com- 
pelled to say that in our judgment it would be more desirable to encourage fur- 
ther exploration at this time rather than attempt to bring in an operation where 
a substantial over-the-market price is necessary to break even on the tin and 
tungsten production. We believe that prematurely forcing an unsound opera- 
tion will only jeopardize the future of the entire Lost River district.” 


THE MINING PROPERTY 
Location 

The mining property of the United States Tin Corp. is on the Seward Peninsula 
about 90 miles northwest of Nome, Alaska; the principal town and trading point 
of this region. It is in the Port Clarence mining precinct of the second judicial 
division of Alaska. The mine is about 6 miles from the coast of the Bering Sea 
at latitude 65°28’ north and longitude 167°8’ east, on Cassiterite Creek, a tribu- 
tary of the Lost River. 

Titles to mining properties 

No investigation was made into the titles for the claims held by the company 
as this matter was looked into by the General Services Administration several 
years ago. 

Accessibility 

The property is in an extremely isolated region and there 
any size between the mine and the North Pole. 

During the 3 or 4 summer months, when the Bering Sea is open, ships from 
United States ports can unload their cargoes at Nome by lighters, there being no 
harbor or dock facilities at that town. Similarly cargoes for the mine can be un 
loaded at the beach near Lost River by lighters from ships anchored in the Bering 
Sea. Smaller cargoes are brought to points along the coast up to Kotzebue by 
small ships, barges, ete. There are no roads connecting the various settlements, 
either along the coast or inland. During 8 to 9 months of the year the only 
access to the property is by air. 

There is a small landing strip on the east side of the Lost River near the mouth 
of Tin Creek about 1% miles below the mine. This is used by single-engined 
monoplanes which are equipped with skis in the wintertime. These planes de- 
liver and take out the mail, small parcels and transport workers and others. The 
planes fly between Nome, Teller, Lost River, Tin City, and Wales, the latter two 
places comprising mostly Air Corps and Signal Corps personnel. The landing 
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strip cannot be used by larger planes and weather conditions make flying uncer- 
tain. At the time of the visit, there were two wrecked planes lying in the snow 
at Lost River. 

The Alaska Road Commission has improved the road from the mine to the 
beach so that tractors and at times trucks can carry loads between the beach 
camp and the mine. However, it is far from being a good haulage road by any 
standards and should be further improved by the Commission. 

Geology 


The geology of the area has been described in detail in various reports of the 
United States Geological Survey. The following description, partially para- 
phrased from these various reports, describes briefly the geologic features of the 
area and the principal tin occurrences. It is an area favorable to the deposition 
of tin and tungsten minerals, and similar in certain respects to areas of com- 
mercial tin production in other parts of the world. 

In general, the country rock consists of Ordovician limestone and dolomite in- 
truded by granite. The limestone beds dip gently to the north. Three systems 
of faults have been found and these are later than the granitic intrusion, but two 
of them are older than the dikes which later followed along fault channels. 
There are 5 acidic and 2 basic dikes in the property. The acidic dikes are classi- 
fied as rhyolite porphyry, pale green to gray in color when fresh, comprising 
quartz, orthoclase and albite. The basic dikes, which are younger than the 
acidic dikes are classified as basalt porphyry, are dark gray to black in color, 
and comprise labradorite, biotite and iron oxides with some crystals of quartz, 
orthoclase and andesine. 

The tin ores are genetically related to the granitic rocks but are localized 
chiefly in and aiong the acidic dikes, not all of which are mineralized, nor is any 
dike mineralized throughout its length. 

All of the rock types have been altered, in degree slightly to completely, by 
the attack of hot mineralizing fluids which converted the igneous rocks to 
greisen and replaced the limestone with other types of rock. The tin and tung- 
sten mineralization took place in the acidic dikes before the basic dikes were 
formed and the mineralization was concluded before the last phase of north- 
south faulting. A later phase of mineralization brought in lead, zinc, copper, 
iron and some tin which minerals were deposited in both acidic and basic dikes. 
All of the tin is considered to have originated in the underlying granite mass, 
and is localized in zones of intense contact metamorphism, either in the dikes, 
along a contact metamorphic zone or in the granite. 

Ore deposition 

Tin in the dikes.—There are two basic dikes on the property, the Dolcoath 
in which some tin has been found, and the Bon Ton. There are five acidic 
dikes, the Hidden, Ida Belle, Cassiterite, Greenstone, and Rust. Of these, only 
the Ida Belle, Greenstone, and Cassiterite dikes to date have been considered 
as potential sources of tin and tungsten. 

Ida Belle.—This is the most persistent dike in the property, although offset 
by a number of small faults and by the great fault along the Lost River Val- 
ley. The dike has had relatively little work done on it and believed to be of 
economie value in the vicinity of its intersection with the Cassiterite dike. 

It was earlier explored by surface trenches and by diamond drill holes from 
a point near the intersection with the Cassiterite dike to a point about 900 
feet to the east. It is less altered and mineralized than the Cassiterite dike 
but is known to have a small block of inferred ore near the intersection. The 
Ida Belle has a strike of N. 60° E. and is nearly vertical. One surface trench 
(No. 8) showed a dike width of 55 feet which averaged 1.39 percent tin and 
0.02 percent WO;. Other points showed lesser widths and values. Earlier esti- 
mates give a possible tonnage of 55,000 tons of tin-bearing material to a verti- 
eal height of 70 feet above the level of Cassiterite Creek. Underground develop- 
ment done in the past consisted of a short adit said to be 55 feet long on the west 
side of Cassiterite Creek with a winze 69 feet deep at the face of the adit. The 
workings are now inaccessible. 

Greenstone lode intrusion (also called tungsten lode).—This lode does not 
outcrop but is covered with superficial rubble. It is located about 300 feet south 
of portal and below some of the mine buildings. The early operators opened it 
by an adit, now caved and a winze now filled with water. Some high-grade 
tungsten ore has been found on the dump and also on the surface—wolframite 
crystals intergrown with fluorite. Some molybdenum also occurs. 
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Both the Ida Belle and the Greenstone warrant further examination at a later 
date should the operations on the Cassiterite dike be extended in time and 
finances permit. However, at the moment, the Cassiterite dike offers the great 
est immediate promise of producing sufficient ore to run the present mill for a 
short period of years. 

Casiterite dike—This is the scene of the major mining activity of the United 
States Tin Corp. The dike can be traced for nearly 2 miles but only a short 
portion of this is sufficiently mineralized with tin and tungsten to warrant ex- 
traction. This portion lies close to the granite and the contact metamorphic 
zone and is limited on the west by the approximate intersection with the Ida 
Belle dike and on the east by a point about 100 feet east of the No. 0 adit. 

The alteration and mineralization in the dike are irregularly distributed, but 
apparently extend over a horizontal distance of about 1,800 feet and down the 
dip of the dike for at least 200 feet and probably much farther. In this an 
ore-sheet nearly 600 feet long occurs above and below the No. 3 acit and ex 
tends to the surface above No. 3 adit. The Cassiterite dike in its mineralized 
portion strikes approximately N. 70° W. East of Cassiterite Creek the dike 
dips from 61° to 84° south and west of the creek from 78° south to vertical. 

The width of the dike ranges from 4% feet to 20 feet, with an average of 
10 to 12 feet. Changes in the dip and strike apparently have no structural influ- 
ence over the size or degree of mineralization in the ore shoots. Parts of the 
dike are badly shattered although the enclosing walls are solid. The bulk of 
the ore minerals are coarsely crystalline within this gangue. 

Fluorite, topaz, mica, chlorite, dickite and sulfides as well as cassiterite and 
wolframite are common alteration products of the igneous rocks. Thorite, mag- 
netite, mica, idocrase, pyroxene, hornblende, garnet, sulfides and other minerals 
are common in the replaced limestone, together with small amounts of cassiterite 
and scheelite. 

Early operators drove 6 adits on the cassiterite dike, 5 of them along the east 
wall of the creek and constituting the principal workings. The other is on the 
west side of the creek on the same dike and was called the Randt extension tun- 
nel—it was an adit 180 feet long and now caved in. Of the 5, the original or Dev- 
ereaux or old No. 0 adit was at an elevation of 333 feet or about 103 feet above the 
creek. This is now caved and inaccessible. About 150 feet to the northwest of 
this adit another, the No. 1 adit, was made the principal source of entry. Before 
United States Tin started work this was caved beyond a point about 600 feet 
from the portal. Above this were 3 other adits—the lowest was No. 2 at an ele- 
vation of 401 feet. This adit was 145 feet long. The No. 3 was at an elevation of 
503 feet or about 100 feet higher and was 180 feet long, while No. 4 was only 30 
feet long and at an altitude of 616 feet. The main adit had a raise to the No. 2 
adit at a distance of about 325 feet from the portal, while at about 505 feet an 
inclined winze was sunk to a depth of about 400 feet. 

The Bureau of Mines and the Geological Survey did exploration work between 
July 1942 and October 1944 and estimated a total of 564,740 tons of indicated and 
inferred ore in the cassiterite dike averaging 0.56 percent tin and 0.18 percent 
tungstie oxide. This tonnage included blocks of material running as low as 0.26 
percent tin and only about 78,000 tons of which ran as much as 1.08 percent tin. 

Tin in the contact metamorphic zone.—During the course of extensive drilling 
the Bureau of Mines and Geological Survey members also established the exist- 
ence of a contact metamorphic zone containing a very large tonnage of low-grade 
tin-bearing material. This zone covered approximately 400 by 400 feet and over- 
laid the apex of the granite boss. Nearly the entire zone originally a limestone 
country rock, appears to have been invaded by gases and mineralized solutions 
that have altered and replaced the original minerals. This zone was estimated 
from drilling to contain 3,418,204 tons of inferred material averaging 0.254 per- 
cent tin and 0.030 percent WOs. 

Tin in the granite——While granite does not outcrop in the Lost River mine it 
was encountered in the diamond-drill holes and was shown to be tin-bearing 
Near its contact with the limestone, the granite is highly altered and is essen- 
tially kaolin with lesser fluorite, topaz, quartz, galena, sphalerite and chalcopy- 
rite. This phase carries only small quantities of tin. In general, the granite 
becomes progressively less altered with distance from the contact. Drill holes 
disclose that the strongest tin mineralization is not at the contact, but instead 
occurs within the granite at a maximum distance of 40 feet from the contact 
Based solely on drill holes the staff members of the Bureau of Mines estimated 
168,129 tons of inferred ore running 1.27 percent tin and 0.287 percent WO. 
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THE MINE 
Present operations 

All operations at the Lost River mine are centered on the east side of Cassiter- 
ite Creek about three-fourths mile from its mouth. The United States Tin Corp. 
started late in July 1951 and none of the old mine workings existing prior to that 
time were usable. 

Ore extraction is confined entirely to the cassiterite dike, where the minable 
oreshoots average about 12 feet in width and extend from about 50 feet below 
the No. 3 adit level up to the surface. In this area the ore, enclosed within lime- 
stone walls, is a greatly fractured, soft mass of altered dike rock which caves 
readily without support. Actual tin mineralization is in veinlets and small 
seams, in which the cassiterite grains are accompanied by some wolframite. 
The ore breaks readily from the barren walls but there are false walls on the 
hanging side. As these contain tin but in lesser amounts, if mined, it results in a 
lowering of the overall tin content. 

The mine is opened by means of adits and an internal shaft or winze. There 
are no shafts from the surface, no headgear nor surface hoisting equipment. 
Cars from the main haulage level dump ore to the top of the mill building. 

When the present operations commenced the old No. 3 adit was used. This had 
been driven over 700 feet into the dike and was heavily timbered, but the last 
180 feet were caved. It soon became evident that a new adit driven in the solid 
limestone footwall was necessary. Earlier operators sunk a winze from the old 
No. 3 adit at a point about 500 feet from the portal. It was said to be 420 feet 
deep with an inclination of 70 degrees. In July 1942 the Bureau of Mines found 
it accessible to a depth of 305 feet, at which point it was flooded. The winze was 
found to be in good condition except for the collar set. The Geological Survey in 
1953 found the timbers sound, ladders and rails in place and lagging good. Near 
the 200 level drift it was badly caved but air currents indicated only 40 feet were 
plugged at this point. 

There are now a new main haulage level, a winze from this level which con- 
nects with 3 levels below, the 100, 195 and 365 levels. The winze is located about 
i60 feet from the portal of the main haulage level. It is about 30 feet in the 
footwall, and comprises a 1% compartment timbered affair that extends from 
10 feet above the No. 3 adit level to 380 feet below the collar. The hoisting com- 
partment is 4% foot by 5 foot in the clear with a man-way and pipe compartment 
2 feet 8 inches by 5 feet. On the 100-foot level the station is completed and a 
small amount of drifting has been done. The 195 level has been connected with 
old workings 100 feet south of the winze and is used as a water reservoir. The 
365 level station was completed and some drifting done when pump failure 
flooded the level. Since that time much additional work has been done and a 
pump station installed with two centrifugal pumps. 

Principal activity is confined to ore extraction from above the main haulage 
level in the A-1, A—2, A-8 east stopes and the A-1 west stope, and exploration 
wrok under DMEA auspices on the 365 level. At the time of the inspection 
about 80 tons of ore per day were being mined and milled, but DMEA activities 
were drawing to a close on the 365 level due to exhaustion of funds. 

Mining is accomplished by several methods—shrinkage stoping being used 
where applicable, and they also have a modification of the Howe Sound-Lake 
Chelan method using long-hole drilling. In the latter, the company uses pneu- 
matic drills and sectional steel, driving raises in the footwall at intervals and 
then cutting short sublevels for drill stations from the raises at intervals into 
the footwall. This method, where applicable permits breaking a relatively large 
block of ore. 

Because of poor planning in the initial stages the winze was not provided with 
skip pockets for ore and waste storage below the main adit and the pockets 
above were inadequate. This interfered with the haulage of ore and waste, lost 
time, and increased costs fantastically. With no storage each car had to be 
dumped directly into skip and trammers on each level had to wait their turn. 
This situation has been rectified to a degree, in that pockets have now been pro- 
vided although not of substantial size. 

Current mining practice has not been too good although it may have been in- 
fluenced by the uncertainty of the continuation of Government financing. The 
haulage way is getting to a point where it may be necessary to drive a new one 
at great expense later. A great deal of spasmodic drifting around has been done 
in heavy and swelling ground which has since caved. Should this work be ad- 
vanced later it will be very costly to clear out and fix up and it should have been 
timbered in some parts at that time. 
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With present facilities it is felt the mine will do well to produce 120 to 150 
tons a day and do any appreciable amount of DMEA work. The reason, of 
course, is the state of the haulageway and relative inadequacy of ore ard waste 
storage pockets. Any considerable tonnage of waste from a DMEA project will 
probably require a third shift in the mine to handle that waste, unless very 
steady hoisting from better ore and wastepockets could be done. 

Equipment 

Currently, the mine has 12 drills—4 jackhammers, 4 stopers, 2 jacklegs, 2 
drills for long-hole work and an Ingersoll-Rand Jumbo. The mine uses detach- 
able bits, some of tungsten carbide. For haulage there are 2 Mancha storage 
battery locomotives and 1 Eimco compressed air locomotive. There are 15 mine 
dump cars each of 21-cubic-foot capacity; and 2 Eimco shoveloaders for car 
loading. 

For hoisting the winze is equipped with a single drum Couer d’Alenes hoist 
with a 40 horsepower electric motor. Near the hoist is a 74% horsepower motor 
driving a Deming pump and there is also a blower for Ventube ventilaticn. The 
pumping station on the 365 level has 2 electric-driven centrifugal pumps each 
with 75 horsepower motors. 


THE MILL 
Early operations 


When the first Government contract was entered into the company forecast 
that it would have the mill in operation in the late summer of 1951. The com- 
pany bought secondhand equipment for a 100-ton mill from an Alaskan gold 
mine that was being closed down, plus similar machinery from other sources. 
Because of the delay in opening the shipping season this estimate was put ahead 
to January 1952. This forecast was predicated upon securing enough water out 
of the mine to operate the 100-ton mill. Water would have been no problem if 
the 25-ton pilot mill was built as agreed upon in the contract. The company fur- 
ther prophesied that beginning in February 1952 they would produce each month 
60 tons of concentrates worth $100,000 and that further development financing 
would not be needed. 

The mill was finally built and the first trial run made in March 1952 but there 
was no steady supply of an adequate amount of water so the mill bad to shut 
down. Diamond drilling failed late in April to locate additional mine water. Al- 
though the company reported the trial run of the mill as satisfactory the flow- 
sheet was obviously inadequate comprising jaw crushers, screens, jigs, ball mill 
and only one concentrating tabie, plus three Humphrey spirals. In May it was 
decided some new equipment was necessary as the mill had no means of classifi- 
cation. 

Finally on June 5, 1952, the mill restarted just as the first surface water began 
to flow. It was decided to discard the jigs and Humphrey spirals. Some 65 tons 
of ore were pushed through this mill in 36 hours, of which 40 tons were treated 
in 24 hours, with only 1 table. On June 21 the company reported it would treat 
100 tons a day in July with 4 tables, and 200 tons a day by the end of August 
1952 with 8 or 9 tables. On July 7 this forecast was modified to 100 tons a day 
for the last half of July, 150 tons daily beginning October 1 and 200 tons a day 
by February 1, 1953. For July they forecast an overall recovery of 60 percent of 
tin and beginning August 1, with classifiers, an 80 percent recovery of the tin. 

In actual operation much of the equipment was found to be unsuitable. Many 
changes in equipment and in the flow of ore ultimately created a hodgepodge 
affair that was hard to service and repair, that couldn’t run most of the time 
because there was insufficient water. Its recoveries, when it ran, were very low, 
either because of unsuitable equipment, lack of classification of feed, insuffi- 
cient table capacity, lack of experience of operators and bad condition of equip- 
ment. It is recorded that by 1953 the decks of the concentrating tables were so 
warped as to be virtually useless for their purpose. 

Present facilities 

Since March 1953, McCrary, the new mill superintendent, has built an addition 
to the mill building. This is well laid out with adequate room for the additional 
machinery and its servicing and repair. The new addition at the top contains 
3 flush toilets, badly needed for the mine and much appreciated even by the 
Eskimos. Three warm-water showers in the same area were to start the end of 
February, also badly needed at the property. Just below this section is a Dorr 
thickener under construction. The steel tank, which was erected and in process 
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of final welding at the time of the visit, is 40 feet in diameter and 12 feet deep. 
In addition to aiding the mill in its slime problem, it will also conserve water 
so that the present electrically heated pipeline, built at great expense from the 
spring 9,000 feet away, may be sufficient with present mine water, to meet mill- 
ing needs. 

Ten new Deister Plat-O concentrating tables are being installed, as well as a 
Denver Equipment 6-cell flotation machine, a conditioner, a Denver Equipment 
5-foot, 5-dise filter with accessory vacuum pumps, ete. A small Hardinage ball 
mill, 2-foot diameter, found on a nearby hillside from an earlier operation, has 
been salvaged and installed. 

Since the new mill superintendent took over, the 10 tables in the old plant 
have been rebuilt with new decks, a Marey rod mill has been installed super- 
seding the ball mill, now idle, several screens, Dorrclones and the Fahrenwald 
classifier put in fairly good operation. 

By the end of March the new section should be in operation, giving the mill 
a capacity of better than 150 tons a day with all equipment suitable in design 
for the job, although some of it secondhand and subject to more frequent re- 
pairs. Coarse crushing capacity is ample, finer crushing just about adequate, 
ample screening and jigging and more than ample table, flotation, and filter 
capacity. 

When going steadily the mill operates 3 shifts a day and 7 days a week, but 
the crushing units operate only 2 shifts of 7 days a week. About 20 men are 
employed in the mill operation including the assay office. Of these 5 are white, 
1 Chinese (assayer), and 15 Eskimos. 

Currently, reasonably complete records are being kept on mill operations in- 
cluding hours operating and down, tonnage treated, the assays of the mill feed, 
concentrates and tailings, moisture content, ete. Provision is being made for 
records of flotation machine operation, amounts of reagents used, etc. In addi- 
tion records are kept of water used, and notations for individual machine opera- 
tions, troubles, repairs, etc. 

The present stock of concentrates will be processed through the flotation sec- 
tion and sulfides, arsenides, and other impurities removed in part to upgrade 
the tin concentrate before shipment. The flotation and filtration equipment has 
more than enough spare capacity to do this in addition to handling the regular 
mill feed. 


The assay laboratory 


Two rooms at the head of the old mill section are devoted to the assay labora- 
tory. It is in charge of Paul Hwang, a Chinese with a master’s degree in 
chemistry from the University of Washington. 

The laboratory is equipped with hot plates within a large fume hood, Troemner 
assay balance, and Hopken scales. In the same room are storage shelves for 
the necessary reagents, glassware, and other equipment and supplies. In a 
small adjoining room a Beckman spectrophotometer is located which has been 
used for tungsten determinations. 

Outside the laboratory is a small space with DFC Case jaw crusher, a DFC 
pulverizer, Jones sample splitter, Tyler electric Driven-ROTAP testing screens, 
and perched above is a laboratory-sized Fagergren flotation machine, not yet 
installed. 

Should developments by the end of 1954 indicate a longer life for the property 
it is believed that the laboratory space should be expanded somewhat and an 
adequately lighted and ventilated room added for the laboratory jaw and disk 
crushers, splitters, flotation machine, and testing screens. The present location 
is poorly lighted and wet and the inadequate space facilities wastes time in 
operation. 


Present operational difficulties 

In the operation of a mill in this location, one has all the troubles usual in 
United States operations and many more. The mill superintendent has had his 
hands full with new construction and its problems, most of which have to be 
solved by him due to the inexperience of the workers. The staff, mainly Eski- 
mos. will become more skilled in mechanical and electrical work, in pipefitting. 
and in understanding the operations of each of the machines so that less and 
less down-time will be caused by improper installation or repair work. 

Foundation bolt holes and bolts are not always in exact alinement, bearings 
are tightened, perhaps a trifle too much. Pipe connections are made and on 
testing are found to leak in many places. Welding is done and frequently 
found to be defective in spots. There was over 700 lineal feet of welding on 
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the thickener tank alone and on its completion they may find it leaks, which will 
delay the start until corrected. Defective steel balls broke in two in the ball 
mill used earlier. Defective bolts are shearing off in the rod mill now beng 
used, some breaking with the employment of only a moderate pull on a small 
wrench. 

Because several of the diesels are usually down at any one time for repairs, 
the power load on the others is such that when the load of additional mine 
equipment is suddenly thrown on the line without an adequate time interval 
in switching, the pumps at the spring pumphouse lose their priming and the 
entire pipeline discharges its load back into the spring. It is expected that this 
trouble will be overcome shortly. 


CAMP FACILITIES 
SHOPS 


Originally a group of separate, small wooden buildings near the mill, these 
have now been connected together into one large sprawling structure about 300 
feet long. 

Included are a timber framing shop equipped with two circular saws and a 
small planer. This section adjoins the mill and the tracks of the haulage level. 
Adjoining on one end is a truck and tractor shed which also contains two gas- 
engine driven electric welding generators, together with gas cylinders, torches, 
etc., for oxyacetylene welding. This shed is equipped with benches, tools, tripod 
and chain hoist, etc. One welding generator is owned by the Alaska Road Com- 
mission while the Powling & Harnischfeger welder is the property of the U. 8. 
Tin Corp. 

The next structure contains a machine shop—equipped with a motor-driven 
Marvel hack saw, a small Sebastian engine lathe, a bench grinding wheel, a tool 
grinder, drill press, several vises, and miscellaneous tools. In one corner is a 
section where miners cap lamps are stored, the batteries charged and lights 
changed. The machine shop is perhaps adequate for the time, but if operations 
later warrant, the shop should be equipped with a large lathe and a milling 
machine, possibly a small shaper. These will enable better and larger repair 
jobs to be undertaken. 

COMPRESSORS 


Adjoining the machine shop is a section housing two LeRoi 6-cylinder diesel 
engine-driven air compressors, each of 315 cubic feet per minute capacity, which 
are owned by the Bureau of Mines. On the other side of the walkway to 
the mine are an old Ingersoll Rand V-compressor direct driven by an electric 
motor and a Worthington compressor driven by a V-belt from an electric motor. 
Both of these units are of 365-foot capacity. To one side is an area for electric 
motor repairs and storage of electrical supplies. Nearby is a tool storage sec- 
tion, and a blacksmith shop with forge, blower, and tools. Adjoining is the 
foreman’s office. In one corner of this office is stored a Kohler portable lighting 
plant, and a duplicate unit is stored in the truck shed. These are used for beach 
lighting when necessary or other emergency services. 

Between the foreman’s office and the mess hall is a covered passage at right 
angles which connects with the old adit. 


THE WAREHOUSE 


The warehouse consists of a number of rooms with bins and other storage fa- 
cilities and a small office equipped with a steel cabinet with perpetual inventory 
sheets, adding machine, telephone, etc. A locked section contains tungsten car- 
bide drill bits. Requisitions from the mine mill, or camp are filled here and ap- 
propriate notations made in the records. 

Tne GSA in an earlier report criticized the issuance of supplies and failure to 
keep adequate records. Later a complete record system was installed for this 
purpose. In the past year and a half however, there have been four individuals 
in charge at various periods. Earlier warehousemen got drunk and left camp 
and before others could be trained the necessity of keeping operations going and 
the issuing of supplies naturally brought about a considerable inaccuracy both 
in inventory records and in assessing of costs. The matter now is under control. 

The matter of taking a new and complete inventory was taken up both with 
the mine staff and the Seattle office and this is to be done as soon as better 
weather permits. However, the current situation requires more than just an 
inventory of new supplies. 
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DRASTIC IMPROVEMENT IN HOUSEKEEPING NEEDED 


The entire surface of the property is littered with equipment and supplies, 
new, used, and broken or worn out. The mill similarly contains a great deal of 
equipment not needed for operations and the mine is likewise cluttered 

This is in no sense a criticism of the past or present management, for first 
things had to come first and with limited staff and funds attention had to be 
centered on erecting buildings, installing equipment, and getting the project 
operating. 

Now that the expansion program is ending a supervisor and bull gang should 
collect this material. There are electric motors, pumps of Many types, hun 
dreds of old but usable gears, bearings, crankshafts, pump impellers and casings, 
belting, screens, motor blocks, truck and other springs, tractor parts, radiators, 
pipe of many sizes and length, pipe-fittings and valves, on every hand. 


ADDITIONAL WAREHOUSES SHOULD BE ERECTED 


Should the operations indicate a longer life several more wooden buildings 
should be erected to house unused equipment and parts from junked machines. 

In an isolated operation such as this an alert master mechanic can build or 
improvise a great deal of equipment from salvaged parts or can repair existing 
equipment by cannibalizing other units. Unless the mechanic knows what he 
has at the camp and can readily put his hands on it, such material is of little 
use. The orderly arrangement of this material by type and size is therefore 
essential but an inventory need not be kept for the used equipment or parts. 
Once done it will require very little work to keep the property clear, merely 
insistence that material not be thrown on the nearest spot, but taken to storage. 

Where spares are running low some forward planning might be made to assure 
keeping the shop busy at all times and anticipating needs for rebuilt spare parts 
This might save considerable money and avoid the rush shipment by airplane of 
parts. 

THE POWERPLANT 


The powerplant occupies a section of the mill building on the far (north) side 
near the dump. On each of the four lower tiers are located a Superior diesel 
electric generating unit of 150-horsepower and on the top tier a new Caterpillar 
D375 diesel-electric power unit of 200-horsepower. The four Superiors were 
bought secondhand and were supposed to be reconditioned. Actually, these and 
much other equipment, all coming from the Washington Machinery & Storage 
Co., were reported to me by various mechanics to have been shipped to the mine, 
as is, without any reconditioning work being done on them. In consequence, 
these units are constantly’ being pulled out of service for repairs. The Cater 
pillar unit services the mine and the pumping plant at the spring. The other 
units serve the mill, shops, camp, ete. 

There are no meters installed, so the power consumption of the various facili- 
ties can only be approximated. These approximations are used in allocating the 
cost of power to the mine, shops, mill, spring pumping plant, DMEA activities, 
camp, etc. 

Facilities in this section are inadequate for the servicing and upkeep of these 
engines. When taken down for repairs due to the cramped quarters, parts are 
strewn around open walkways, in boxes, benches, etc., much of it liable to drop 
through to the rocks below. 

Heat from the operation of the powerplant keeps the entire mill adequately 
warmed without the use of other fuel for that purpose. 


MESSHALL, BUNKHOUSES, AND DWELLINGS 


The messhall contains a dry room at the inside entrance for hanging clothes, 
an adjoining room with heater, washstand, and benches and a stairway to the 
bunk rooms overhead. Other bunkhouses are located down the hillside. 
Next to this is located the messhall itself which can seat about 50 at tables 
and benches. This is followed by a kitchen equipped with a large stove, a bake 
oven, a large Hobart mixer, a band saw for cutting meats, dishwashing machine, 
and refrigerators. To the rear of the washroom, messhall and kitchen is lo- 
cated a very large food storage warehouse. For 9 months of the year it is self- 
refrigerating, but a small refrigerating unit is located in one part of it, to be 
used for certain foods during July, August, and September if necessary. The \ 
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end of the kitchen leads to the dwelling of the cook and his wife who is the as 
sistant cook. 

The company operates the cookhouse and messhall for the employees. They 
are charged $3.50 a day for board and given a room free if single . Married men 
are given houses or parts of houses rent free, but buy their own fuel oil and 
food from the North Star Mercantile Co. A few married men eat one or more 
meals at the messhall and the other meals with their families. 

In a rigorous climate like Lost River and with arduous work, large appetites 
are the general rule. The company furnishes excellent food, well prepared but 
very simply served, and repeat helpings are the rule rather than the exception 
Large supplies of meat, eggs, canned goods, etc., are shipped from Seattle in the 
summer and kept in natural cold storage. There is no local source of food for 
the mine. The married Eskimos however consume, in addition to many Ameri 
can foods purchased at the store, their native dishes prepared from local fish, 
occasionally reindeer meat, bear, and blubber. The store sells the latter if the 
Eskimo has not secured his supply from other sources. 

The mine, working 2 shifts and the mill working 3 shifts, necessitates many 
sittings in the messhall every 24 hours. The company loses from $1 to $1.50 per 
day on its mess, and there is expense in connection with maintenance of bunk 
houses and dwellings. Wage rates, however, are much lower at the mine than 
at Air Force and other installations which more than compensate for this 
Should wage rates rise to comparable amounts the company plans to charge the 
full cost for room and board. 


MINE OFFICE AND RADIO STATION 


This is a four-room structure. The front room has several wood tables, chairs, 
and oil stove. To the left is the small office of the mine manager with a steel fil 
cabinet and 3 radio sending and receiving sets (2 Signal Corps and 1 Hallicrafter 
sets). The radio antenna was knocked down by a storm the day previous to my 
arrival and was replaced several days later. Communication is maintained with 
the Nome station of the Army Communications System which runs the telegraph 
lines and long-distance telephones in the Territory. Orders of supplies from 
Nome or instructions to Munz Airways regarding passengers, air freight, et: 
are sent out and received through these sets. 

To the right is a drafting office used by the engineer, J. M. Ferguson. It has 
a crude drafting table and bare minimum of equipment. Drawings are repro 
duced in a wooden printing frame for sun exposures and a wooden chamber for 
ammonia printing. He also has an old transit supplied by company which is ade 
quate for the time. 

To the rear of the manager’s office is a room connected with the drafting 
room. This is the sleeping quarters of the engineer. The mill superintendent 
uses a table and several shelves in the front office for work space and also has 
a small space in the assay laboratory in the mill building. 

Last year in another building all this work was undertaken in one room with 
the timekeeper and created confusion. The present office space is adequate for 
needs and economical in furniture and equipment. 


THE POST OFFICE 


This office occupies 1 room of a 2-room building. The other room is occupied 
by the mine timekeeper and his records. The postmaster works at the mine in 
the diesel powerplant. He and his wife are white, Alaska-born, and live in a 
small dwelling adjoining the post office. Both are acclimated to conditions and 
seem content to stay at Lost River. 

The Alaska Airlines have a contract for mail and also bring in supplies for 
the North Star Mercantile Co. Mail comes in irregularly depending upon the 
weather, usually every other day although with other loads to carry for the 
store or other settlements such as Teller, Tin City, or Wales to serve, there is 
often a daily service. However, I am told that no planes landed for 7 weeks 
during the worst of last year’s weather. 


THE SCHOOL 


This is in a building rented from the company by the Alaska Native Service 
of the Department of the Interior. The building is well insulated and heated 
and comprises 2 schoolrooms with a total of 42 desks, all oceupied, and a small 
wing in the rear with living quarters for the schoolteacher. 
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The teacher is paid by the Alaska Native Service and is from North Dakota. 
Her husband works at the mine. The ANS also pays for a teacher’s assistant. 

The equipment is owned by the ANS and appeared adequate, blackboards, 
books, atlases, globes, phonograph and records. The children all speak excellent 
English as do the Eskimo workers at the mine, and the children get an education 
comparable with that of the better grade schools in the United States. 


THE CHURCH 


This is in a small wooden building and is run by a Lutheran mission, and is 
a branch of this church's activities at Teller Mission about 30 miles to the 
south. 
RECREATION FACILITIES 


The company has a wooden building used as a recreation hall. This is about 
20 feet wide and 80 feet long and contains 2 pool tables, reading tables, chairs, 
ete., furnished by the Alaska Native Service. The ANS charges 5 cents for 
each record played and charges for pool and shuffleboard ; ping pong is free, as are 
library books. The proceeds go to a fund to maintain pool tables, replace records, 
and buy books. 


THE STORE 


The North Star Mercantile Co. is operated by Mrs. Mary Tweet of Teller, 
Alaska, who also operates a store in that settlement. The store occupies a 
wooden building which is rented from the United States Tin Corp. on a yearly 
eontract basis. This contract provides that prices at the store are to be kept 
as low as possible—comparable with prices at Teller. The rent is nominal and 
reportedly covers the cost, over a period of time, of moving a salvaged building 
to that site and reconditioning it. 

One large room of the store carries canned goods, clothing, boots and mukluks, 
medicines, toilet articles, candy, flashlights, radio tubes, camera films, ete. The 
other room contains barrels of seal, whale, bear, reindeer and beef meats, blubber, 
dried fish, skins and furs and other purely native supplies. 

The supplies come by steamship to the beach at Lost River in the summer 
season. Emergency supplies are brought in from Mrs. Tweet’s store at Teller 
by dog sled and from Nome by Alaska Airlines which has the United States mail 
eontract for the Lost River post office. 


PUMPHOUSE AND PIPELINE 


This is located at the end of the landing strip and is a wooden building about 
30 by 40 feet in size. It is equipped with 2 Worthington centrifugal pumps each 
driven by 30 hp. Elliot-Crocker Wheeler motors of 440V—3-phase. The trans- 
formers are located in one corner of the pumphouse in a locked area. A wooden 
pole transmission line connects the pumphouse with the powerplant at the mill. 

The pumps are connected to a 9,000-foot long pipeline. The pipe is made of 
Transite and is enclosed in a wooden casing with rock wool insulation between 
the pipe and outer wood. The pipeline follows the contour of the ground for 
part of the distance while other portions are supported on trestles. The pipe- 
line holds 13,000 gallons of water and the pumps operate against a head of about 
200 feet between spring and mill. 

The water from the spring is about 33° to 34° F. and the pipeline is electrically 
heated by 2 circuits of Heatsum cable. Automatic thermostat control of heat- 
ing current is employed which amounts to a maximum of 40 kilowatts for each of 
the 2 circuits. In unusually warm weather (over 10° F.) only 1 Heatsum cable 
cireuit is employed instead of the usual 2. Without heat the water would freeze 
in the pipeline. 

The supply of water began to be of concern during January 1953 and at the 
time of my visit deliveries to the mill had been cut to a minimum in hopes of 
maintaining a supply until the new thickener at the mill comes into operation. 
The water reclaimed by the thickener, together with the spring and mine water, 
should be ample for future operations of the present mill. 

Some trouble was being experienced, at the time of the visit, when a worker in 
the mine would suddenly throw a load on the Caterpillar power unit without the 
proper time interval on each step of the control. This resulted in kicking out the 
pumps at the spring which lost their priming. Because of the danger of power 
failure and loss of heat to the pipeline, the line is self-draining, so that such 
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trouble results in emptying the entire pipeline of its water. Steps were being 
taken to remedy this situation. 


THE BEACH CAMP 


This camp is on the shore of the Bering Sea about 6 miles from the mine and 
about 4 miles below the pumping plant and airplane landing strip. 

At this point the company has 6 small wooden buildings in which are stored 
plywood, sheetrock, a large supply of dynamite, considerable stocks of Washing- 
ton and Oregou mine timbers, planks, flooring, etc. There are several hundred 
barrels of lubricating oil and two large storage tanks, each approximately 20,000 
to 25,000 gallons, for the bulk unloading of diesel fuel and stove oil. 

The buildings were secured from the Alaska Housing Authority and originally 
came from Point Spencer, where the Air Force built and then abandoned an air- 
base. Apparently the Alaska Housing Authority either furnished some civilian 
housing at that base, or the Air Force turned over the houses to them on abandon- 
ing the base. In any event several of the houses have AHA painted on the side 
The warehouses were unpainted and several had doors open, but at this isolated 
location and the present nature of operation it is doubtful whether expense of 
keeping them up and making a more orderly arrangement of the littered supplies 
at the beach camp is warranted. 

An Eskimo watchman lives at the beach with his family in one of the wooden 
houses and he has a telephone that connects the house with the mine office. He 
travels back and forth by dog sled from the beach to the mine. 

One large Caterpillar tractor is stored in the open at this point and is not used 
in the winter. Two old trucks were there and upon inquiry it developed that 
they were salvaged from Point Spencer for parts. The Air Force on leaving and 
destroying the landing field also destroyed a great deal of equipment by placing 
explosives on the engine blocks of trucks and tractors. The United States Tin 
salvaged many parts such as springs, axles, wheels, gears, etc. for the repair of 
their own equipment. 

In the same area were a number of barrels of stove oil for the North Star Mer- 
cantile Co. which operates the store at the mine. As the store did not anticipate 
as much demand for oil as they received, the United States Tin Corp. has sold her 
some of its supplies to tide over until the next shipping season. 

Near the camp, stored in the open were tractors and other earth-moving equip- 
ment belonging to the Alaska Road Commission. They were so placed that the 
wind keeps the equipment free of snow throughout the winter season. 

Adjoining this spot is a partly constructed airfield which the Alaska Road 
Commission is building. When completed it will permit the landing of twin- 
motored planes such as DC-3’s. This will give the mine a more reliable air serv- 
ice and permit the delivery of heavier airborne supplies 

The road from the mine to the beach is passable but has a few bad spots which 
it is understood will be improved by the Alaska Road Commission this summer 
This is the first year that trucks have been employed in winter instead of 
tractors—resulting in a considerable saving, even though the wear and tear on 
trucks over snow, ice, snow-filled gullies and other bad spots, is heavy. One truck 
has been equipped with tanks of 1,500 gallons total capacity to haul oil in bulk 
to the mine. Heretofore the oil was hauled in barrels and the present arrange- 
ment has cut costs considerably. 

To one side of the road, about half way between the beach and the mine there 
is an AHA building. At this point in moving from Point Spencer part of the 
frame broke. It was left here while the other houses were moved and this 
coming summer will be repaired and moved to the mine. 


GENERAL OBSERVATIONS ON BUILDINGS 


All of the buildings at the mine property are constructed of wood. Some of 
these ‘were built in their entirety at the mine, others were shipped prefabricated 
from Seattle, but most of them have been secured from Alaskan sources. 

A number of buildings (about 15) were moved from the abandoned Air Force 
base at Point Spencer which is 5 or 6 miles across the water or ice from the 
beach camp. It is reported that other buildings are at Point Spencer which are 
available but slowly deteriorating. 

On St. Lawrence Island the Morrison-Knudsen organization built a military 
installation an’ reportedly had an enormous surplus of supplies and equipment. 
The local management of the mine informed me that they had purchased u great 
deal of timber, some lumber, the recreation hall, 6 prefabricated houses and 10 
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others from the Alaska Construction Co. Whether this was a Morrison-Knudsen 
subsidiary or some intermediary organization is not known. They also stated 
that a tremendous stock of abandoned material still remained at St. Lawrence 
Island. 

Apparently, the United States Tin Corp. was to secure buildings from the 
Alaska Housing Authority that were located at an abandoned installation at 
Dutch Harbor, Alaska, several years ago. Whether any of these ever arrived 
at the mine was not certain from available records. 

What arrangements were made with the Alaskan Housing Authority for 
these structures is not known to the writer. However, it is apparent that they 
were valueless at their original sites and after abandonment would rapidly de- 
teriorate. Shipped to the mine they aided in the more rapid establishment of 
living quarters for the only industrial community in this part of Alaska. 


LABOR 


LABOR SUPPLY 


There is no local source of experienced white labor and these employees have 
to be brought in by plane from Nome or points as far as mining areas in the 
western United States. An adequate supply of Eskimo labor is available in the 
region and as work has progressed a larger percentage of the working force has 
been recruited from among the Eskimos. 

In the earlier stages of the work United States or Alaskan whites were em- 
ployed, and many of these represented the dregs of a white working foree— 
quarrelsome and drunken most of the time. These have been weeded out rnd the 
present force of white workers for most part are intelligent and diligent. The 
present manager made the mistake of permitting liquor in the camp shortly after 
his arrival. The trouble that arose made it necessary to clamp down on this and 
now liquor is prohibited and a close watch is kept on plane shipments and pack- 
ages by dog sled. 

At the time of the inspection there was a working force of about 75 of which 
55 were Eskimos, the balance comprising white foremen with a few mechanics, 
welders, pumpmen, carpenters, miners, timekeeper, and warehouseman. The 
Eskimos, with some training and given close supervision, are used underground 
running drills, mucking, tramming, hoisting, etc. In the mill they are used as 
millmen, millwrights, mechanics, ete., and in the shops run the lathe, drill press, 
welding equipment, drive trucks and tractors, assist the cooks or work around 
the camp. 

The general morale of the workers appeared good with a friendly attitude 
among both white and Eskimo workers in the mine and messhall. This is a dif- 
ficult thing to achieve in so isolated a community. Four or five of the white 
workers had Eskimo wives and families of considerable size. 

The Eskimos have been educated by the Alaska Native Service and all speak 
good English. They are intelligent and good workers when they work, but they 
are not accustomed to an industrial civilization with a close time schedule and 
steady work. At heart they are hunters of polar bear, seal, walrus, wolves, fox, 
and geese, or fishermen and whale hunters. A number of them have tuberculosis 
and will only work on the surface. They have large families and a strong com- 
munity spirit. Family ties are strong and they like to visit relatives. In the old 
days these journeys were by dog sled or skin boats, but now, for the slightest 
reason they will decide to take a week off and take their families by airplane for 
a visit of 30, 50, or 100 miles. In consequence, it is difficult to plan a work sched- 
ule with a definite number of men in various points in the mine or mill. 

They have as yet no saving instincts or much appreciation for dollar values, 
They are avid purchasers of expensive radios, washing machines, cameras, film 
projectors, guns, and clothes. Many at the mine had incomes of over $5,000 last 
year and were wrestling with the intricacies of income-tax forms at the time of 
the visit. 


HOURS AND WAGES 


The mine and mill operate 7 days a week. There are 2 shifts in the mine, 3 in 
the mill and usually 1 in shops and camp, all of 8 hours each. The worker usually 
has a 6-day week although some work 7 days. The basic rate is paid for 40 hours 
and work in excess of this is paid at time and a half. Thus, a 6-day worker puts 
in 48 hours and gets 52 hours pay, a 7-day man works 56 hours and receives pay 
for 64 hours. 
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The basic wage rate is $1.50 per hour for surface workers and $1.75 per hour 
underground. However, many of the surface workers receive $1.75 per hour and 
many underground $2 per hour. 

Some of the miners work on contract and are able to make considerably in ex- 
cess of this rate. Some of the scheduled prices were $18 per foot for raises which 
included timbering; $12 per foot for drifts and crosscuts; $10 per foot for sub- 
levels and 60 to 75 cents per ton for stoping. 

On various Army and Air Force jobs at Tin City and Wales, Eskimo common 
labor has been paid as high as $3.50 per hour—practically twice the rate paid at 
the mine. Throughout all northern Alaska wage rates are very high and the 
cost of living, food, clothing, and other things are proportionately expensive. 

When a white worker is hired he has to pay his transportation to the mine. If 
he stays a year or is discharged, the company then pays his transportation cost 
both ways, with a maximum allowance as far as Seattle. Occasionally the com- 
pany pays the transportation cost into the mine for the miner, deducting this 
trom his pay. 

If a white miner works steadily for a year he gets a 14-day vacation with pay 
and his transportation paid up to a maximum distance of Seattle. However, 
although the company advances his vacation pay to him he has to pay for his 
travel which is reimbursed to him on his return. Eskimos on vacation are re- 
quired to leave the camp. 


UNEMPLOYMENT COMPENSATION 


For many centuries the Eskimo has lived, hunted, fished, and otherwise occu 
pied his time, and supported a family by these activities. A small cash income 
derived from the sale of furs, hides, ivory tusks, whalebone, etc., covered his 
needs. During the past decade the feverish military activities in the North have 
drawn him into the pool of industrial workers and he now pays income taxes 
from his substantial cash income and also draws unemployment compensation 
and welfare aid. 

A native or white, dropped at the mine, can apply for unemployment compen 
sation, and if he has, as Eskimos usually do, a large family, he receives $70 per 
week unemployment compensation. Single Eskimos receive $35 per week unem 
ployment compensation. Frequently, this is timed at a season when he can go 
hunting for polar bear, walrus, whales, seals or geese, or fish. In addition, there 
are substantial bounties paid for hair seal, wolves, foxes, etc., and income from 
whalebone and ivory. Thus while leading his normal life he also can collect $70 
per week during this period. Many others time their vacation visits to other 
relatives to coincide with short layoffs, collecting compensation at the same time. 


ACTIVITIES OF DEFENSE MINERALS EXPLORATION ADMINISTRATION 
DMEA NO. 2228—CONTRACT IDM—E-—391 


An undated report (probably early 1952) of the field team, region I (Juneau, 
Alaska), reported that the United States Tin Corp. wished “to expand the prop- 
erty considerably beyond the 100-ton-a-day operation for which it is now 
equipped. * * * If such an expansion is to be made on a technically and financially 
sound basis, a large amount of additional exploration is required immediately.” 

It should be pointed out that the first statement was somewhat careless of the 
facts. The corporation was not equipped at that time to operate at a 100-ton-per- 
day basis and 2 years later with the expenditure of several million dollars is only 
approaching that figure. With regard to the second quotation, it was quite evi- 
dent that further exploration was needed, but unfortunately the timing sequence 
was wrong. The exploration contract should have been made in 1951 to prove 
or disprove the existence of an adequate tonnage of commercially treatable ore, 
to be followed later if the project was successful, by a contract to build a mill. 

Originally the request, prepared by the company with the help of the Interior 
Department’s Juneau field team, called for a project involving $969,840 on a 90- 
to-10 basis. The DMBA was to furnish 90 percent of this sum and the corpora- 
tion 10 percent. Just how the United States Tin Corp. could have supplied 
$96,984 is not clear. Large blocks of the stock had been given to the promoters 
and there remained only about 100,000 shares in the treasury of the company 
(1 million shares on present basis). Practically all of this was under option to 1 
person at 10 cents per share (new-stock basis), and the corporation had ho cash 
other than that furnished by DMPA. 
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The project envisioned 31,000 feet of diamond drilling, 7,200 feet of drifting 
underground and 1,700 feet of raising. When this project was submitted to 
Washington, certain members of the Geoogical Survey were especially critical of 
the size of the project and believed a smaller program was more within the 
bounds of practicality. 

In August 1952 a DMEA exploration contract for $276,000 was approved. The 
United States Tin Corp. sold about 17,000 shares of stock (old basis $1 per share) 
to Mr. Kadow at par toward meeting the $22,600 needed for its share of the 
contract. The new program was whittled down to 2,900 feet of drifting, 400 feet 
of raising, and no diamond drilling. Actual exploration work did not start until 
the spring of 1953 and is to all intents and purposes practically ended at the 
present time. The project was carried out under the direction of the Bureau of 
Mines, the Geological Survey cooperating by having men on the ground for vari- 
ous periods of time to correlate the geological data. 

The principal activity was centered on the 365 level where exploration was 
done in the contact metamorphic zone and the cassiterite dike in the vicinity of 
the old internal shaft. Work on the 365-foot level failed to intersect any of the 
diamond drill holes put down about 10 years ago by the Bureau of Mines at their 
projected and anticipated positions. The Bureau of Mines did not feel that it 
was necessary to make borehole surveys at the time which would have given an 
accurate indication of the directions. Although the holes were not of great 
depth they obviously were not straight and their location has differed from that 
estimated on the maps. This exploration project has found a large tonnage of 
tin-bearing material in the areas of the projected diamond drill holes, but of far 
lower grade than the drill-hole assays. If we assume that the earlier drill-hole 
assays of the Bureau of Mines were not in error this would indicate that there are 
ore shoots of commercial grade in places along the granite contact. 

On the second level the cassiterite dike was opened up for about 300 feet and 
the tin content was found to be approximately the same as that found on the 365 
level. 

Because working costs were higher than anticipated, the funds were only suffi- 
cient to complete two-thirds of the work planned. This was due, according to a 
ID)MEA report, to— 

1. Poor labor resulting in excessive drifting costs. 

2. Change in resident management. 

3. Necessity of concentrating on DMPA financed production and milling. 

4. Very complex geologic relations encountered in working area. 

5. High mining costs in heavy ground in vicinity of granite contact. 

It may be pointed out here, that with the limited amount of underground work 
done, the rock from exploration was sufficient to interfere to some extent with 
current mining operations. The mine has limited haulage, hoisting and ore 
storage facilities as it is. What might have occurred had the larger project, in- 
volving nearly three times the tonnage of rock from exploration, been approved 
can only be imagined. 

The work failed in its objectives of discovering additional tonnages of com- 
mercial grade ore, neither did it transfer any ore from the inferred to indicated 
category. In the opinion of the geologist of the Geological Survey who was in 
direct contact with the work of the project he feels that the results are not con- 
clusively discouraging, for it is the initial exploration of a large and complex 
geologic terrain. 

There has been no unanimity of opinion regarding methods to be used in the 
DMEA project and as time went on there has been a growing cleavage between 
the Bureau of Mines Juneau office and Geological Survey members. The Sur- 
vey felt underground work was too costly and that wandering around under- 
ground in bad ground hoping to bump into some granite was not the logical way 
to explore and that more reliance should be placed on diamond drilling the 
structures. The Bureau, perhaps because of the recent experience with their 
previous drilling, heavily favored drifting and raising with only minor diamond 
drilling. 


DMEA NO. 2228—CONTRACT IDM—FE-391 (PROPOSED AMENDMENT NO. 1) 


A second DMEA project application was made for $245,800 involving 3,120 
feet of drifting, 420 feet of raising, and also including 10,550 feet of diamond 
drilling. This project has been under study and consideration in Washington 
for some time and has been reduced to $88,600 of which the Government would 
pay $79,740 with $8,860 being contributed by the United States Tin Corp. 
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It is believed that there is ample justification for carrying out this additional 
project—not only’for its possible help in developing reserves for this mine, 
but also for the knowledge that will be acquired regarding the ore deposition. 
This may be very useful not alone in this mine but also for the many tin deposits 
that are known to exist in hundreds of square miles of tin-bearing territory on 
the Seward Peninsula. 


ESTIMATES OF ORE RESERVES 


The first good estimates of ore reserves were made by Frederic C. Fearing in 
1918. These were checked in 1942-44 by the Bureau of Mines with reasonalle 
accord. Further work by the Bureau, principally rather sketchy diamond drill- 
ing, resulted in their estimate of total reserves of 4,151,000 tons of material av- 
eraging 0.337 percent tin and 0.061 percent WO;. This average was not com- 
mercial material, but selected portions were known to contain tin that was high 
enough in grade to be classified as ore under present conditions. The tonnage 
was relatively small of this grade of material. No commercial ore was found 
as a result of the DMEA exploration pregram, but a better understanding of the 
geology of the mine and the mineralizing processes that took place was reached. 

Systematic estimation of ore reserves was instituted in the fall of 1952 after 
Vv. A. Brussolo inspected the operation. The first tabulation was made as of 
October 1, 1952, and a second estimate as of January 1, 1953. A third estimate 
was made on July 1, 1953, and the latest on January 1, 1954. The tonnages and 
grade estimated on these dates are given in the tables following this text. 

The tables show a steady increase in ore reserves and a general maintenance 
in grade, all, however, confined to the original area of mining on the Cassiterite 
dike. It is probable that still further additions will be made to these reserves 
for a time, from this area. 

There estimates of total tonnage of ore do not represent the potentialities of 
the entire property and geologic conditions are generally favorable to the de- 
velopment of additional tonnages by further exploration. 


Ore reserve estimate 


Jan. 1, 1953 Oct. 1, 1952 
Blocks 
oe Tin WO; T Tin WOs | Class of 
ONS |cortenticontent| ~°"S” content!content ore 
Percent | Percent Percent | Percent 
A 4,800 | 3.44 9,100 | 1.76 Possible 
B_- 2,300} 3.40 4900! 236 | 0.40 Do 
C 6,300 | 1.74 10,300 | 2.38 73 Do 
D_. 5,100 | 1.35 5,200 | 1.35 Do 
E._. 5, 800 1. 67 5, 600 1. 67 Do 
r.. 14, 600 1. 54 14, 300 1. 54 Do 
Ga. 7, 200 1. 54 7,000 1. 54 Do 
H 2, 000 2.15 0. 44 2, 000 2. 15 44 Prob 
able 
hd, cata 2, 700 1. 85 2, 800 1. 85 Do. 
2, 400 1. 85 2, 500 1.85 Do 
me 1,800 | 1.86 .38 1,900 | 1.86 38 Do 
eed a . 2, 900 2.16 . 61 3, 000 2.16 61 Do 
TE knee . ae 2, 600 1.93 . 53 2, 700 1. 93 53 Do. 
Total and average . 60, 500 1. 885 077 | 71,300 1. 673 191 
Broken ore (blocks A, B, C)_- 5, 900 7, 300 
Less tonnage extracted and unac- | 66, 400 1. 885 777 | 64,000 1. 673 1.91 


counted. 














1 Difference between the corresponding figures of Jan. 1, 1953, are due to a closer calculation on this later 
date. , 
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Ore reserve estimate, July 1, 1953 








‘ Perce sin -erce} 
Block rons Saar Block Tons E tin ut 
4, 784 3.44 K é 1, 823 1. 86 
B 2, 301 3. 40 L 2, 880 2. 16 
( 5, 254 1.79 M. an 2, 593 1. 93 
D 5, 156 1.35*|| N.... 8, 479 1.96 
E.. 5, 763 1. 67 oO. 4, 189 1. 51 
a. 14, 425 1. 54 4 4, 138 1.73 
G 7,183 1.54 || Q.... 8, 718 1. 78 
i 1, 963 2.15 
I 2, 701 1. 85 Total and average_____ 84, 784 1. 86 
J 2, 434 1. 85 
Nore.—No estimate of tungsten content made. 
United States Tin Corp., ore reserve estimate as of Jan. 1, 1954 
Percent P t 
ke rp e ercee - ry. ercen 
Block Ton tin | Block rons tin 
A 4, 784 3. 44 J 1. 85 
B. 2, 301 3.40 K 1. 86 
Cc. 5, 254 1.79 L 2. 16 
D 5, 156 1.35 || M.. 1, 93 
E 5, 763 1. 67 N 1. 65 
F 13, 175 1.54 || O 1. 98 
a 7, 183 1. 54 Pp weds atti 1. 63 
H 1,963 | 2. 15 - -~ 
I 2, 701 1.85 Total and average_.....| 103,050 1.81 
N ote.—Changes in ore reserves from July 1, 1953 
1) Blocks N, O, and P were incorporated and enlarged into 1 large block N 
(2) A new block of ore was added to reserves east of 365 raise and called block O 
(3) Block Q was enlarged and designation changed to block P. 
(4) The tonnage in block F was decreased by mining. 
Broken ore reserves: July 1, 1953, 6,176 tons 
Broken ore reserves, Jan. 1, 1954: Tons 
As of July 1, 1958 ‘ . 6176 
Broken in No. 2 stope js - 4,729 
Broken in No. 1 stope ; 1, 250 
Total d mais 5 pattie . 12, 155 
Total tons drawn. é ai need eraen blgltdliabdsteemeiebaeupiidnng . ; 3, 944 
Broken reserves . oe ; Sunkeedghecksbe ees cocketeoveawiugates 8, 211 


No estimate of tungsten content made. 


RESUME OF MILLING OPERATIONS 


The accompanying table has been prepared from the records at Lost River 
for the period from July 1, 1952, to February 28, 1954. During this period the 
mill was completely idle from November 1952 to May 1953, inclusive, and during 
October 1953. No data is available regarding the few short runs made in June 
1952. The table has a few minor discrepancies for the month of September 
1952 in the tailing assays, probably due to faulty sampling, weighing and 
assaying. 

An examination of the operating hours per month reveals a very large per- 
centage of down time. This has been due to a variety of causes—lack of water, 
lack of power, occasionally a lack of ore in the bins, breakdowns and repairs, 
shifting of labor to construction or to installation of equipment, ete. For ex- 
ample, during February 1954, out of 672 operational hours in the 28-day month, 
the mill was idle for 173.2 hours. Of this total lack of water accounted for 
86.2 hours, flotation machine trials 46.8 hours, repairs 30 hours, lack of power 
8 hours and operational difficulties 2.2 hours. 

The grade of mill feed handled was 1.10 percent tin, which was about the 
average of the 2 previous months combined. The tin content of the concentrates 
produced in February was about the same as in the 2 previous months, but the 
recovery of the tin from the ore rose to 64.82 percent compared with 60.61 percent 
in January and 52.16 percent in December, a marked and steady improvement. 















































United States Tin Corp., summary of milling operations, July 1 


Month 


1952 


July 
August 
September 
October 
November 
December 


1958 


January - 
February 
March 
April 
May 
June 

July 
August 
September _| 
October 
November 
December. 


1954 


January - 
February 


1 No data. 


Short 
tons 
of 
ore 
milled 
(dry 

basis 


561 
719 
1, 909 


On” 


58 
669. 4 
1, 223. 4 

348 
821.5 
2, 448. 5 


Month 


10% 
1952 


July 
August 
September 
October 
November 
December 


1953 


January 
February - 
March.. 
April 

May 

June. 

July 
August 
Septem ber_. 
October 
November 
December - - . 


195 


January 
February 


1 No data. 


i 
4 


Hours 
of 
mill 
oper- 
tion 


279 
164 
456 

97 


113. 5 
307 
519 
148. 


Orr o 


187 
495. 3 


605. 3 
498. 8 


Per- 
cent 
tin 


1. 03 


9S 
91 
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Per- 
cent 
tin 


2. 38 


1. 93 


1.74 
1.93 





Content of tailings 


Per- 
cent 
W Os 


0.18 
Ob 
US 


05 


PRODUCTION 
1954, inclusive 


{Short tons—dry basis 
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1952, to Feb. 28 

















Mill feed Short Grade of concentrate 
— tons 2 
con- 
cen- 
Per. |Pounds|Pounds| trate er Per. |Pounds| Pounds 
= tin wo pro a, ; tin wo 
cont con- con- duced cent cent | con -on 
WOs tent tent (dry - Wi tent tent 
basi 
0, 35 26, 738 } 10. & 7 7 & oO 15, 338 1, 96) 
14 1 12. 576 4.74 | 18,158 1, 185 
99 3 27. 262 Wi 1. 23 | 29,718 670 
10 4. 434 13 1. 84 4, YSO 16 
( 2, 029 0.982 | 53.44 1,050 
( 16, 851 ( 10. 169 45. 983 9 
( 28, 532 18, 320 44. 566 16 
( 8, 052 ( 4.432 | 50. 988 ( 4 ( 
( 14, 374 ( 11. 106 6. 134 8, 026 { 
50, O81 ( $1. 226 $1. 833 26, 125 
(! 55, 815 41.419 | 40. 840 
() 39, 261 30. 904 40. 856 ( 
rons of concentrates Tin Tons 
recov- | treated 
ery per 
Pounds Pounds Pro- 7 ; from hour 
‘ , S da}; On hand 
tin WOs | duced to Wye er a mill of 
con- con end of ee aoe feed, oper 
tent tent month c| eee percent} ation 
11, 340 1, 960 10. 90 10. 90 57. 36 2.0 
872 790 23. 476 l 8. 376 65. 48 4. 38 
36, 51 3, 106 35. 638 44.87 4 
4, 580 280 4. 434 KX). 20 2 
56. 154 450 74 l 
66. 373 11.619 5. 5 2. 18 
84. 643 29. 939 4.23 2, 3 
89. O75 34. 371 6.13 2. 35 
, { 100. 181 45.477 5. 84 4. 39 
23, 960 131. 407 6. 703 92. If 4. 04 
21, 928 172. 826 118. 122 60. ¢ 3. 84 
14, O15 203. 730 149. 026 (4. 32 3. 5 
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FUTURE MILLING PLANS 


By the end of March 1954, the capital investment in additions to milling plant 
should approach the end. By that time the Dorr thickener should be in opera- 
tion, removing slime and reducing fresh water requirements per ton of ore milled. 
Ten additional tables, making a total of 20, will give ample table concentration 
facilities for an expanded tonnage treated. The flotation unit with its acces- 
sory filter, vacuum pumps, etc., should permit the upzrading of the concen- 
trates by removing a substantial part of the sulfides and arsenides of base metals 
that presently are collected in the tin concentrates. 

The mill flow sheet accompanying this report shows the treatment method em- 
ployed in February 1954 and the changes that will be effected by April 1953. 
In addition to the installation of the thickener, more concentrating tables, a 
flotation unit and disk filter, it is proposed to reactivate the ball mill used up to 
last summer. 

The enlarged mill should be able to handle 150 tons per 24-hour day, but 
over 125 tons might require the jaw crusher to operate on 3 shifts and the Hydra- 
cone crusher might prove a bottleneck above that tonnage. 

Gradually the percentage of extraction is being improved. With better classi- 
fication, better gravity concentration facilities, and flotation the grade of con- 
centrate should be brought up to about 60 percent tin by June. While a Bureau 
of Mines metallurgist claims there is no reason for not recovering SO to 85 percent 
of the tin, unfortunately laboratory results cannot always be translated into 
commercial operations. Good practice at a number of lode tin mines with mod- 
ern concentrating facilities give about a 70 percent recovery and nothing higher 
should be expected at Lost River at this time. 

If the water supply position permits, it is believed that about 2,500 tons will 
be treated during March, recovering about 60 percent of the tin contained in the 
ore. During April 2,800 tons should be treated with about a 63 percent recovery, 
3,000 tons during May with a 67 percent recovery and 3,300 tons in June with 
a 70 percent recovery. Beginning in July the management feels that it can hold 
to 3,600 tons of ore per month for the rest of the calendar year and maintain 
a 70 percent recovery of the tin content of the ore. These figures are predicated 
on no unusual troubles or breakdowns in the mill or the powerplant. If such a 
program can be met the following output should result—based on milling ore 
averaging 1.5 percent tin: 


March 1954, 45,000 pounds tin in concentrates 

April, 52,920 pounds tin in concentrates 

May, 60,300 pounds tin in concentrates 

June, 69,300 pounds tin in concentrates 

July to December 1954, 75,600 pounds tin in concentrates each month 


The management believes, and it appears reasonable, that they can main- 
tain the tin content of the concentrates at a minimum of 60 percent. They hope 
to keep the lead, zinc, arsenic and sulfur at approximately 1 percent each de- 
pending upon the amount of oxidized minerals treated, and have a tungsten 
content of not over 24 to 3 percent. 

Should the proposed milling rate of 3,600 tons per month be maintained with 
ore, which upon dilution, will run at least 1.5 percent tin, the presently known 
reserves Will last for over 24% years. Should further ore reserves be developed 
in the course of mining operations this period would, of course, be extended. 


OPERATING Costs 
RECENT COSTS 


Costs at the property have varied widely due to the extreme variations in the 
amount of work done each month on horizontal or vertical development, stoping, 
DMEA exploration, milling, plant installation, shopwork, powerplant, ete. 

The total monthly expenditures, divided either by the tons of ore mined or the 
output in terms of pounds of tin contained in the concentrates, gives extremely 
high costs which do not reveal the actual situation. This is because a large 
amount of plant exnansion has been underway and these heavy charges are being 
included in the total monthly expenses. 





ant means 
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Direct costs at Lost River for the 3-month period, October 1 to December 31, 
1953, for unit operations were : 


Horizontal development, 538.4 feet, $41.38 per foot 

Vertical development, 123.5 feet, $29.20 per foot 

Stoping, 3,091 tons, $3.28 per ton 

DMEA exploration (drifting and raising), 328.4 feet, $57.25 per foot 

Milling (October idle), November and December only, 3.262 tons, $9.39 per ton 


In January 1954 total costs at Lost River were $45,544.50, which, based on 
2,323 tons milled, amounted to $19.61 per ton. Based on the 33,831 pounds of tin 
contained in the concentrates produced during the month, the costs were $1.35 
per pound. These figures did not include any DMEA expenditures nor Seattle 
costs, but did include all expansion and ccnstruction costs, hence the very high 
figures. 


ESTIMATED FUTURE COSTS 


The direct costs of mining, development, milling and camp operations are high 
and not likely to be reduced to any great extent. The expansion program is, how- 
ever, drawing to a close and there should be a marked decrease in total Alaskan 
expenditures as a result of this. 

The only way lowered costs can be attained with high and relatively fixed 
Alaskan expenditures is to mine the maximum tonnage of ore each day, of the 
best feasible grade and mill it with the highest possible recovery of tin consistent 
with the character of the mill feed and the existing facilities. By thus spread- 
ing the expenses over a larger base the costs per ton of ore and per pound of tin 
in concentrates will be proportionately reduced. 

Currently the mine carries a considerable overhead cost in payroll taxes, in- 
surance, boardinghouse deficits, etc. Some saving in payroll taxes should ensue 
as the labor force is reduced to those needed solely for operations. Some sav- 
ings might be made in the messhall in food and supplementary items, without 
reducing the amount, nutritiousness, or palatability of the food. The combined 
wages of the cook and his wife ($1,225 per month) seem excessive, even in view 
of their competence and the long hours worked. 

The general and administrative overhead can be reduced by a drastic cut in 
the pay of the president of the company and the elimination of the present high- 
priced secretary. The Juneau office expenses can be eliminated and perhaps some 
unnecessary travel. 

The early liquidation of the V-loan should be undertaken at the earliest mo- 
ment to save interest charges and simplify the financial setup. This can be done 
this summer as soon as the present stock of concentrates is upgraded through 
the flotation machine and the Bering Sea becomes navigable to ocean vessels. 

In order to make any forecasts of possible earnings for this enterprise, one 
has to make certain assumptions of what operating costs will be during the next 
6 months. This is extremely difficult to do in view of the wide variations in out- 
put and costs in previous months. 

For the purposes of such forecasts we will assume that the total company ex 
penses can be brouvht down to $40,000 a month within the next few months, and 
maintained at about that figure as the months pass, even with somewhat larger 
tonnages being mined and treated. as efficiency at the property improves. This 
should allow some $27,000 to $30,000 for Lost River operating expenses, the bal- 
ance for Lost River overhead and Seattle general and administrative expenses. 





FORECASTS OF POSSIBLE OUTPUT AND PROFIT 


With relatively high monthly expenses, any hopes of profits will depend upon 
steady operations including: 


(a) Mining and milling a good tonnage of ore 

(b) Keeping up a good grade of millfeed 

(c) Making a good recovery 

(d) Getting the market price for the resulting concentrates 


OPERATING ASSUMPTIONS 


“ 


We will assume a “good” tonnage means at least 100 tons of ore per day for 
at least 25 days per month. A further assumption is a good grade of millfeed 
of at least 1.5 percent tin, and that a good recovery is at least 70 percent of 
the tin contained in the ore. All of these assumptions are reasonable. The 
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mill, with 1 or 2 minor pieces of equipment could handle over 140 tons per day, 
and it should operate almost continuously. The assumed grade of millfeed could 
be exceeded and the recovery might reach or pass 75 percent of the tin con- 
tained in the ore. 


MARKETING ASSUMPTIONS 


No decision has been reached on the price to be paid for the United States 
Tin Corp.’s tin concentrates whether the Government will buy them at a 
premium price or whether they will be sold at the market. There would ap- 
pear to be no sound reason to pay a premium price solely for the purpose of 
trying to amortize a part of the Government loan, to do this would in effect 
be giving the company Government funds to pay back to the Government. 
We will assume the concentrates are sold in the open market and that the price 
of pig tin this summer and perhaps for some time thereafter will average about 
90 cents per pound. We will further assume that the tungsten content will 
prove to be no asset at this time, but that it can be kept at a point for which 
no penalty will be demanded. It would seem prudent to assume that the cost 
of transportation from Lost River, plus smelting charges, losses, penalties, 
etc., will amount to about 20 cents per pound of contained tin. On this basis 
therefore we arrive at a net return to the United States Tin Corp. of 70 cents 
per pound of tin contained in the concentrates at the beach at Lost River. If 
the concentrates are not shipped to a tin smelter but are utilized in bronze 
ingot or white metal plants we will assume a lesser transport cost but that this 
will be offset by the necessity of selling the concentrate at a price which gives 
an incentive to its utilization at such plants rather than the use of pig tin. 

A drop in any one of the factors of tonnage, grade, recovery or price per pound 
of concentrate might be offset by a rise in one or more of the others. A fall- 
ing off in one without offsetting benefits from the others might seriously affect 
the entire financial result. 


FORECASTS FOR THE BALANCE OF 1954 


For the next 3 months certain definite assumptions will be made. These cover 
the period of expanding mill tonnage and improving recoveries. 

For April 1954, it is hoped that the mill will treat 2,500 tons of ore, aver- 
aging 1.5 percent tin and recover 60 percent of the tin contained in the ore. This 
should amount to 45,000 pounds of tin which might net the company $31,500. 
This would indicate a deficit of about $8,500 for the month. 

For May 1954, treating 2,800 tons of the same grade of ore and recovering 
63 percent of the tin, the resultant 52,920 pounds of tin would bring $37,044 
with an estimated deficit for the month of about $2,956. 

During June 1954, treating 3,000 tons of ore of the same grade but increas- 
ing the recovery to 67 percent of the tin, the output of 60,300 pounds should 
bring $42,210, indicating a possible profit for that month of $2,210. 

In July 1954, treating 3,300 tons of the same grade but reaching a 70 per- 
cent recovery of the tin, production should reach 69,300 pounds worth $48,510 
for a possible profit of $8,510 for the month. 

If during the months of August through December 1954, the monthly through- 
put can be maintained at 3,600 tons with the same grade and recovery, some 
75,600 pounds of tin in concentrates should be turned out each month. This 
should bring $52,920 to the company or $12,920 a month in excess of assumed 
total expenses. 

To show the effect in changes in monthly tonnages, grades and recoveries on 
income (based en a 70-cent return) the accompanying table has been prepared. 
This covers a range of mining and milling from 100 tons per day on a 25-day 
month basis to 140 tons per day on a 30-day basis. It covers a grade of ore from 
1 percent to 1.7 percent tin, with recoveries of 70 percent and 75 percent of the 
tin contained in the ore. It assumes a 70-cent return for the tin at Lost River 
and a monthly total company expense of $40,000. No attempt has been made 
to refine this latter cost for increased or decreased tonnages treated. There 
might be a somewhat reduced expense on the 2,500-ton-per-month basis compared 
with the assumed 3,600-ton basis and a somewhat greater total cost on a 4,200- 
ton basis. However, for the purposes of this forecast such refinements are not 
thought necessary, as the reductions or increases in costs would not be in any 
way proportionate to the tonnage variations. 

The table gives an idea of what the company income might be based upon 
90-cent pig tin with a return of 70 cents to the company for the tin in its con- 
centrates at Lost River. Should the price of pig tin increase to $1 per pound or 
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decrease to 80 cents per pound, assuming approximately the same cost of trans- 
port, smelting, refining and marketing, the net to the company would increase 
or decrease by about the same amount or 10 cents per pound. This figure multi 
plied by the monthly output will enable one to make rough approximations of 
increases or decreases in the income of the company. It can readily be seen, 
the great effect upon profits exerted by the grade of ore treated, and the sub 
stantial effects produced by greater monthly tonnages. 


Tonnages, grades, recoveries, and values 


























Percent Fr Pounds of t Value of ti 
Ton : - Days oper- | Grade cf ore Pe ee =o oa heny a output at 
ons mined and milled . ; : covery of ti content in con i 
ated per milled, per- c eee 70 cents per 
per day month cent tin contained in| ao ee pound at 
the ore duced per month Lost River 
100 25 1.0 7 35, 000 $24, 500 
1.1 38, 500 26, 950 
1.2 42, 000 29, 400 
1.3 45, 500 31, 850 
1.4 49. 000 34. 300 
1.5 » 500 36. 750 
1.6 4, 000 39, 204 
1.7 59, 5O¢ 41, 650 
1.0 75 37, 500 26, 250 
1.1 41, 250 28, 875 
1.2 45, 000 31. 500 
L3 48, 750 34, 125 
1.4 52, 500 36, 750 
1.5 56, 250 39, 375 
1.6 60, 000 42, 000 
1.7 63, 750 44, 625 
100 30 1.0 70 42, 000 
1.1 46, 200 
1.2 50, 400 
1.3 54, 600 
1.4 58, 800 
1.5 63, 000 
1.6 67, 200 47, 040 
1.7 71, 400 49, 980 
100 ‘ 30 1.0 75 45, 000 31, 500 
23 49. 500 34, 650 
1.2 54, 000 37, 800 
1.3 58, 500 40, 950 
1.4 63, 000 44, 100 
1.5 67, 500 47, 250 
1.6 72, 000 50, 400 
1.7 76, 500 53, 550 
Sees ‘ 25 . 70 (0) (1) 
120... os band 25 : 75 () (0) 
Beteeee aptécde . 30 1.0 70 50, 400 35, 280 
ae 55, 440 38, 808 
1.2 , 480 42, 336 
| 1.3 , 520 45, 864 
1.4 560 49, 392 
1.5 75, 600 52, 920 
1.6 ), 640 56, 448 
1.7 , 680 59, 976 
1.0 75 , 000 43, 800 
1.1 , 400 41, 580 
1.2 44, 800 45, 360 
1.3 70, 200 49, 140 
1.4 75, 600 52, 920 
Wvodicntenetion eatnale @ Zo 30 1.5 75 81, 000 56, 700 
1.6 86, 400 AO, 480 
1.7 91, 800 64, 260 
ile thictphabreraiaes re 25 1.0 70 49, 000 34, 300 
1.1 53, 900 37, 730 
1.2 58, 800 41, 160 
1.3 63, 700 44, 590 
1.4 68, 600 48, 020 
1.5 73, 500 51, 450 
1.6 78, 400 
1.7 83, 300 
1.0 75 2, 500 
1.1 57, 750 
1.2 63, 000 
1.3 68, 250 
1.4 73, 500 
1.5 78, 750 
1.6 84, 000 
1.7 89, 250 





1 See section under 100 tons, 30 days. 
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Tonnages, grades, recoveries, and values—Continued 


| Value of tin 


Percent re- Pounds of tin output at 


rT. G » A 
Days oper irade of ore | covery of tin| content in con- 


Tons mined and milled 


per day oe De — _ contained in| centrates pro- \souind o 
wots wer the ore duced per month | yo River 

se 30 1.0 70 58, 800 $41, 169 
1.1 64, 680 45, 276 

1.2 70, 560 | 49, 392 

1.3 7, 440 53, 508 

1.4 82, 320 57, 624 

1.5 88, 200 61, 740 

1.6 94, 080 | 65, 856 

1.7 99, 960 69, 972 

140 30 1.0 75 63, 000 44, 100 
1.1 69, 300 48, 510 

1.2 75, 600 52, 920 

1.3 81, 900 57, 330 

1.4 88, 200 61, 740 

1.5 94, 500 66, 150 

1.6 100, 800 70, 560 

BT i 107, 100 74, 970 


THE DISPOSITION OF TIN CONCENTRATES 


When the United States Tin Corp. was organized the company represented 
that it would be a large producer of tungsten as well as tin, and later would 
have a substantial income from fluorite. Actual operations have shown a 
tungsten content so low that so far it constitutes a nuisance rather tran an 
asset. It was necessary to ship the tin concentrates from Lost River to Glen 
Cove, Long Island, N. Y. to remove the tungsten, after which the materiil was 
sent to the Texas City tin smelter. This entailed a very considerable expense 
and the tungsten content had to exceed 5 percent to pay for the added transporta- 
tion, treatment, and tin losses, before it became a source of additional inceme. 

In an attempt to avoid the expensive transportation and treatment churges 
the company carried out experimentation in Seattle and Tacoma. The General 
Refining & Chemical Co. was organized to develop a process for the tr.atment 
of tungsten bearing tin concentrates under the direction of Dr. Moultoa cf the 
University of Washington. Elsewhere the company was referred to as the Untied 
Chemical & Engineering Corp. The United States Tin Corp. took a 50 peiccat in- 
terest in this company. 

A small amount of work was done in Tacoma, Wash. using the facilities of 
the Pennsylvania Salt Manufacturing Co. This was done apparently without 
consulting anybody in industry or Government with experience in tin or tung- 
sten and their separation, smelting, or refining until after considerable money 
and effort had been expended. Some concentrates were processed but there is 
no record of the successful attainment of a technical and economic process. At 
this juncture the United States Tin Corp. approached the Government for finan- 
cial aid in the venture, but without result. 

Recently officials of United States Tin have reopened the subject and its rec- 
ommended that the Government not involve itself in a project of this neture. 
There is nothing to indicate that the parties concerned have any particular 
qualifications in tin smelting and refining. Over a long period of years there 
have been many attempts to treat tin ores by unorthodox methods, sc far with- 
out commercial success. It is always possible that a new group may bring a 
fresh viewpoint and develop a successful method, but the odds are heavy azainst 
it. Furthermore, the ore reserves of the company do not at this time warrant 
any such expenditures. 

At the end of February 1954 the company had on hand 298,051 pounds (dry 
basis) of tin concentrates. These run 41.913 percent tin, 4.30 percent arsenic, 
3.85 percent suiphur and 1.99 percent WO;. These concentrates will be treated 
by flotation before shipping to remove the lead and zine and the major part of 
the arsenic and sulphur. Their tungsten content is too low to warrant separate 
tungsten treatment and not high enough to cause trouble at the Texas City tin 
smelter. If that smelter were to continue in operation, these concentrates could 
be shipped to that point and treated with no payment for nor penalty on the 
tungsten contained in the concentrates. 
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The Texas City smelter is scheduled to close by June 30, 1954, whereas the 
Lost River concentrates could not be shipped until boats can navigate in the 
Bering Sea probably late in June or early July. If no private organization takes 
over the operations at Texas City the Lost River concentrates will have to be 
treated elsewhere. The Texas City plant is the only primary tin smelter in the 
United States and if the concentrates are to be converted to pig tin it will be 
necessary to ship them to Malaya or Europe for processing. There are several 
other possible alternatives, which the Materials Division is investigating. One 
involves the possible treatment at a small tin smelter in British Columbia, pres- 
ently inactive but which might possibly be reactivated for that company’s own 
needs. Other alternatives involve the use of the tin concentrates directly in 
the manufacture of solders, bearing metals, or bronze ingots in plants on the 
west coast and interior of the United States. This is not a new or novel aliiiza- 
tion for small tonnages of tin concentrates. However, whether the tungsten and 
other impurities will create difficulties depends largely upon the facilities of ver- 
tain plants, the products made and the skill of their metallurgists. Economic 
utilization of these concentrates cannot be made in detinning plants with exist- 
ing facilities as has been suggested. A definite answer to this problem is required 
before the shipping season starts. 


CONCLUSIONS 
PHYSICAL PROPERTY 


The examination of the Lost River tin property showed that the company had 
opened up a mine capable of furnishing 150 tons or more of tin ore per day to the 
mill. The mine is not, at this time, too well laid out, but is capable of reasonably 
efficient production. 

The mill, as recently expanded, is capable of treating approximately this ton- 
nage, and with the addition of a few minor pieces of equipment, could exceed this 
figure. This plant represents good treatment methods and, despite many pieces 
of second-hand equipment, is a good installation. 

The shops and camp facilities are reasonably adequate for the operation. The 
present water supply with the Dorr thickener should be sufficient for contem- 
plated operations. 

In the unlikely event that very large tonnages of good grade ore should be 
found it would be logical to build a new mill on the cliffs overlooking the Bering 
Sea. This would also permit a gravity flow of the material through the mill. 
The ore could be transported from the mine 6 miles away by an aerial tramway 
at low cost. Sea water could be used for gravity concentration if need be, reserv- 
ing the spring water for the flotation section. The transport of mine supplies 
could be done in a large part by the cableway but all other work and facilities 
would be at the landing beach. 

ORE RESERVES 


Presently known ore reserves are adequate for about 21% to 3 years, with every 
indication that additional tonnages will be uncovered in the Cassiterite Dike in 
the general area of present operations. 

The DMBA exploration to date has failed to add ore reserves of economic 
value, but this in no way precludes that possibility if the work is continued in 
present operating areas. 

The property is of substantial area and several other dikes are known to be 
tin or tungsten bearing but no work has been done on these dikes, which have 
potentialities of indeterminate value at this time. 


MANAGEMENT 


The management at the mine in the past year has been as good and as compe- 
tent as one could expect at an installation so isolated and with such a rigorous 
climate. It is difficult to secure a high grade staff or working force under these 
eonditions, and the present staff and working force are believed to be above the 
average. 

The management at Seattle and Juneau have not been particularly satisfactory 
in some respects and this situation is about to be rectified. 

The company has had a long, difficult and expensive period of developing the 
mine and installing equipment for the first all-year underground mining opera- 
tion in northern Alaska. Shipping strikes have at times greatly delayed the re- 
ceipt of supplies, extremely low temperatures and high winds impede work, the 
water supply proved inadequate greatly delaying work and adding to the cost. 
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sreakdowns of second-hand machinery were frequent and the inexperience of 
the Eskimo workers was a handicap in the earlier stages. The mine now appears 
to be approaching the time when its income from the sale of tin concentrates 
should exceed its expenses by a small margin. 


FUTURE GOVERNMENT ACTION 


It would seem in the best interest of the Government to continue assistance to 
the property for the next 3 months. To withdraw such aid would result in closing 
the property before it proved whether it could produce more in tin than it cost to 
operate, and the original purposes of developing a tin mine on the Seward Penin- 
suia would not be accomplished. To continue for a time such aid does not involve 
much risk as long as the company continues to produce tin concentrates. 

If such aid results in the company turning the corner by June or July, the 
Government should assist it in purchasing supplies for summer shipment to the 
property and at the time remove the tin concentrates and suitably dispose of 
them. 

As matters now stand it does not appear that the profits from the enterprise 
will ever be able to liquidate more than a small part of the Government loans. 
This was foreseen early in the enterprise, so it might prove advantageous to the 
enterprise for the Government to defer any repayments on the loan for a time. 

While the examination was primarily devoted to the engineering aspects of 
the enterprise, a great Many records were examined and many people inter- 
viewed, both within and outside the company. 

Hindsight shows that a number of things were done that could have been 
done better or shouldn’t have been done at all. Nevertheless, there is no evi- 
dence of any fraud or deliberate mismanagement at the mine and whatever ir- 
regularities there might have been in the records, the amounts involved repre- 
sent only a few percent of the total expenditures and have since been rectified. 


APPENDIX 
ACTION TAKEN ON PREVIOUS OPERATIONAL RECOMMENDATIONS 


When Mr. V. A. Brussolo reported in his inspection of the property in Septem- 
ber 1952 he made certain recommendations, and a checkup was made to see if 
these recommendations were put into effect. 

General recommendations 

1. To employ a consulting engineer to make periodic trips to property anu 
advise on operations. This was not done. 

2. To give the assistant general superintendent more responsibility for plan- 
ning and directing underground work. This has been done. 

3. Record and compile all basic data with appropriate charts. This has been 
done to some degree but not as completely as desirable. 

4. Estimate the expected cost of operation monthly. This has been done. 

5. Calculate accurately cutoff grades of the ore. This cannot be done until 
the mill is in full operation and maximum recoveries realized together with 
mining, milling and other costs determined. A further complication is the un- 
certainty, never clearly stated, as to what is to be paid for the tin contained in 
the concentrates. At market price the cutoff point would be one figure, at an 
artificial subsidized price it would be radically different. 

6. Recalculate the ore reserve at regular 6-month intervals in the light of op- 
erational developments. This has been done, but here again, as mentioned in 
No, 5, the so-called ore reserves will depend upon the price received for the tin, 
the operating costs and recoveries, However, certain arbitrary assumptions 
have been used, which eliminate blocks of material containing less than 1.35 per- 
cent tin at this time. 

7. Set up a method of cost-keeping in terms of expenditures per unit (ton, 
foot, etc.) in the major underground operations such as stoping, drifting, rais- 
ing, tramming, repairs, maintenance, etc. This has been done, although it 
could be improved upon as time goes on. 

8. Introduce a system of positive and standard designations of underground 
workings. This has been done but could be improved. 

9. Make available to the mine and mill staff all pertinent data as to methods, 
costs of treatment and liquidation value of concentrates. The first two items 
have been done the last one is presently unknown except on the assumption of 
the market price. 

10. Provide larger quarters for the mine engineering office. This has been 
done—it is now housed in a separate building. 
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11. Make duplicate copies of important operating and financial cost data to 
be sent to the Juneau or Seattle office for safekeeping. This has not been done, 
but certain data plus maps are sent to Seattle and kept up to date. 

12. Obtain from Bureau of Mines or some other reliable source, one-half dozen 
1%-hour gas masks to be used for emergencies in an atmosphere of noxious 
gases, specifically carbon monoxide. This has not been done. The Safety-Engi- 
neer of the Bureau of Mines, who apparently operates out of Anchorage and 
not Juneau, recommended a fire door which was installed. 

13. Install more protective devices on hazardous moving machinery. This 
been done. 

14. Train a first-aid team for emergencies under the supervision of the 
Bureau of Mines. The management states that the American Red Cross gave 
a complete and detailed course. 

Vining recommendations 

Those relevant to current operations were: 

2. Push to completion at least one raise in the stoping area from the No. 3 
adit level to the surface. There are three raises to the surface at present. 

4. Provide additional drawpoints to the west of the stoping area on the No. 3 
adit level. Two additional drawpoints have been provided. 

6. Definitely consider development work to the east of the No. 3 adit level 
to explore possible extensions of the stoping area. This work is underway. 

7. Install one of the electric pumps temporarily in the shaft bottom pending 
the completion of the pump station on the 370 level. The station on the 365 
level is completed with two electric pumps. 

8. Investigate the possibility to perform certain type of mine work on an in- 
centive basis—contract or bonus. Contract work is being done in a number of 
instances. 

Milling recommendations 

Those relevant to current operations were: 

1. Restrict the duties of the mill superintendent only to the mill operation and 
related work such as the assay office. A qualified expert is now in full time 
charge of milling operations. 

3. Systematically make screen analyses of ground product of the sands, 
slimes and tailings and other milling products as a guide to grinding perform- 
ance. This is currently being done on routine basis. 

4. Endeavor to develop more accurately the process of obtaining head samples 
used in the determining of tonnage as well as for the purposes of determining 
valuable metal content. Automatic samplers have been installed at various 
points. 

5. Place in operation a water reclaiming plant as soon as possible. A large 
Dorr thickener was in process of erection and should be running before the end 
of March. 

6-10. These recommendations have to do with the segregation of drums of 
concentrate with high or low tungsten content and of separate mill treatment. 
Due to the low tungsten content of the ore being treated these do no presently 
apply. 5 

11. Install a mechanical feeder between the coarse ore bin and the primary 
crusher to eliminate the manual handling of the ore at this point. This has 
been done. 


The Vice Cuarrman. Mr. Johnston Russell, Assistant Director, 
Credit and Finance Division, General Services Administration. 

Do you solemnly swear the testimony you are about to give to be 
the truth, the whole truth, and nothing but the truth, so help you God ? 


TESTIMONY OF JOHNSTON RUSSELL, ASSISTANT DIRECTOR, CREDIT 
AND FINANCE DIVISION, GENERAL SERVICES ADMINISTRATION 


Mr. Russet. I do. ; 

Representative Tauie. Will you proceed in your own way? 

Mr. Russert. My name is Johnston Russell. I am Deputy Diree- 
tor, Credit and Finance Division, Office of Comptroller, General Serv- 
ices Administration. My residence address is route 1, Middleburg, Va. 













































512 DEFENSE PRODUCTION ACT 


Representative Tauite. Would you like to make a preliminary 
statement ¢ 

Mr. Russexx. I don’t have any prepared statement. 

Mr. Warren. Mr. Russell, I will ask you first, are you handling the 
United States Tin Corp. file at the present time ? 

Mr. Russexi. I am handling that portion of the United States Tin 
Co. matter which pertains to the Office of the Comptroller and have 
been since approximately the first of this year. 

Mr. Warren. Mr. Nicoll handled it up to that time? 

Mr. Russet. Approximately so. I am unable to state exactly the 
date which I received the complete file. But I think the first action 
I took was this year, early in January. 

Mr. Warren. I have a letter dated January 11, 1954. I suppose 
that is one of the first letters you wrote in connection with the United 
States Tin Corp. ? 

Mr. Russeti. To the best of my recollection, sir, that is the first. 
I am not absolutely positive of that. 

Mr. Warren. Will you state the substance of that letter. 

Mr. Russevt. May I see it. I don’t recall it offhand. This letter 
was written after my examination of an audit report which dealt with 
deficiencies in the nature of accounts principally and the segregation 
of expenses as between the DMEA exploration and the GSA work. 
The failure to take and maintain adequate inventory records, and the 
failure generally—well, in other instances to maintain accounts as 
they should have been maintained. 

Mr. Warren. That is as late as 1954 when they failed to do that, 
Mr. Russell ? 

Mr. Russeiu. That is as reflected by the audit report, that is true. 
T am not quite certain—does it show, Mr. Counsel? There have been 
a number of them. 

Mr. Pierce. September 30. 

Mr. Russet. Made by the GSA auditors? 

Mr. Warren. That is the report Mr. Smith referred to. 

Mr. Prerce. Rankin and Stokes. 

Mr. Russeux. I think that GSA audit was received subsequent. to 
that. ‘That one reflects conditions up to September 30, 1953. 

Mr. Warren. Did you also write a second letter on February 17, 
1954, to the United States Tin Corp. ? 

Mr. Russeix. Yes, sir, I did. 

Mr. Warren. What was the substance of that letter, Mr. Russell ? 

Mr. Russet. I think to compress the statement, it dealt with very 
generally the same matter as your first letter, the failure to maintain 
accounts properly, inventory records, and so forth. 

Representative Tarte. You are a certified public accountant? 

Mr. Roussetx. I am not a certified public accountant, no. I have 
had academic training in accounting. 

Representative TaLte. You are an accountant? 

Mr. Russetu. Well, I am a Government accountant. I am not a 
certified public accountant. I have had academic training in ac- 
counting in college. 

My experience in Government has been largely on the propriety of 
payments, and that sort of thing. 

Representative Tarte. Your impression of this company’s opera- 
tion isn’t very good, is it? 
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Mr. Russe.u. No, sir, I think—I set out to jack them up good and 
proper because of these deficiencies that had happened over a con- 
siderable period of time. I did so shortly after I became in charge 
of this to the extent that I was able. 

Mr. Warren. This was after there had been some investigation of 
the United States Tin Corp., when these letters were written ? 

Mr. Russetx. I don’t know whether an investigation had taken 
place at that time. 

Mr. Warren. In your letter of February 17, 1954, (see p. 528), to 
which you referred, did you list a total of six audit reports that had 
set. forth the irregularities? 

Mr. Russety. I think there weresix. I can’t testify exactly. There 
had been a sequence of them, I think, on six monthly intervals. 

Mr. Warren. They still had not corrected those deficiences ? 

Mr. Russet. To the best of my knowledge, and I must state this, 
that I do not have personal knowledge of a great many of the events 
that occurred before this year. I have gained such knowledge as I 
do from the review of the files. But my review of them indicated 
that there had been deficiencies existing, that some of them had been 
corrected. If I recall correctly, the deficiencies that concerned me 
most were the corrective measures that had been installed as a result 
of previous action had been allowed to lapse. They weren’t keeping 
the records up. They appeared to have a good system designed, but 
the proof of the pudding is in the eating, and you have to run it. 

Mr. Warren. Mr. Russell, why would the Credit and Finance Divi- 
sion prior to the time you handled this particular case go along and 
make loan after loan when they knew that these people were not keep- 
ing proper records and not operating on a businesslike basis? 

Mr. Russet. Mr. Counsel, I can’t testify of my own personal 
knowledge why someone else did something. I will say that the de- 
ficiencies reflected, as I saw them, were correctable deficiencies. 
Action has been taken in the past to make them correctable. They 
haven’t ever completely succeeded. They had made progress, back- 
slid, and then they would try again. I do not feel in my own capacity, 
speaking for myself, from the time I started out that the deficiencies 
to which I refer in those two letters were other than correctable de- 
ficiencies. I did not consider that there was revealed in those things 
such matters as would have entitled me to go to my superiors and 
say, “I don’t think we ought to do anything more with this thing.” 
That decision is not mine. 

Mr. Warren. Who makes that decision ? 

Mr. Russetu. I think it is ultimately the contracting officer or pos- 
sibly the administrator. 

Mr. Warren. The contracting officer almost said or did say in the 
beginning, Mr. Maull, that he had nothing to do with it. He said that 
the Credit and Finance Division had everything to do with this case. 

Mr. Russeiz. I am unable to say. I didn’t hear all of Captain 
Maull’s testimony. 

Mr. Warren. I would like to read the last paragraph of the letter 
referred to, February 17, 1954, addressed to the United States Tin 
Corp., signed by Mr. Johnston Russell : 

These deficiencies are all now in such long standing that it is impossible to 


suppose that the management of the company is unaware of their existence. Ac- 
cordingly, you are requested immediately to advise us of the action taken to re- 
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pair them, and of the action contemplated to the same end. You are also 
requested to advise us when you expect to have completed all actions necessary 
to remedy these defects in financial management. 

Those are things that somebody should act on, aren’t they, Mr. 
Russell ¢ 

Mr. Russexx. Yes, sir, I did act. 

Mr. Warren. I am not stating that you didn’t after you took the 

case, but prior to that time there had not been proper action, had there ¢ 

Mr. Russexy. Well, the action hadn’t been completely effective, that 
iscertain. I must agree with you. 

Mr. Warren. As De sputy Director of this Division prior to the time 
you took the case, did you have any authority over the United States 
Tin Corp. case ? 

Mr. Russexvy. No, sir. Let me make one qualification. There may 
have been times in Mr. Jordan’s absence when I may have acted. I 
may have acted in signing mail for the United States Tin, but I have 
no present recollection of it. I did not have that case under my juris- 
diction until approximately the time I stated. 

Mr. Warren. Isn’t control of the purse strings one of the best ways 
to control these situations ¢ 

Mr. Russet. It is. 

Mr. Warren. If the money had been cut off, it would have been 
corrected, isn’t that right ? 

Mr. Russewx. No, sir, it would simply have meant cessation of oper- 
ations. 

Mr. Warren. The Government would have been better off ? 

Mr. Russexu. Sir, that is a conclusion I can’t make. 

Mr. Warren. Don’t you think that the Credit and Finance Division 
failed in its responsibility to really take some action further back in 
this case ¢ 

Mr. Russexx. No, that calls for an opinion, Mr. Counsel. I really 
don’t think I am competent to answer it because I have not had deal- 
ings with this thing prior to the dates that I have indicated. 

Mr. Warren. You have reviewed the case and you state these de- 
ficiencies are all now of such long standing that it is impossible to 
suppose that the management of the company is unaware of their 
existence. 

Mr. Russetu. I think that is a completely accurate statement, and 
I will say that I was laying it on, if you permit me to use a colloquial- 
ism, good and thick, to get some action out of them. 

The Vice Cuarrman. What action did you get? 

Mr. Russevt. An inventory was taken as of March 31, sir, and ac- 
tion has been taken to put into effect the better system of accounting 
for costs. Of course, Mr. Chairman, if I may say something. I revert 
to a previous statement, the proof of the pudding is in the eating. I 

san insist they install the best system of controls, and so forth, but 
someone has to do it. I think I did lay it on a little thick, although I 
am not retracting about what I say but that that is perfectly true. The 
difficulty was in keeping personnel up there who could keep records 
right. That is where the records stem from. Do I make myself clear 
in my opinion of thisthing? Iam trying to— 

The Vice Cuamman. I think you do. 
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Mr. Warren. In these instances numerous people make reports. 
They talk about deficiencies. And in the end somebody recommends 
that more money be advanced, is that true ? 

Mr. Russet. Mr. Counsel, the advances have been made in accord 
ance with the terms of the contract which have continued in existence. 

Mr. Warren. This contract has been amended too, hasn’t it, numer 
ous times ¢ 

Mr. Russerz. When I say “contract,” I should say contract and 
amendments. 

Mr. Warren. Each time money was advanced a new amendment 

came up for more money, did it not ? 

Mr. Russet. What? 

Mr. Warren. Amendment No. 4 was for $1,300,000. The General 
Services Administration was not required to approve that $1,300,000, 
were they / 

Mr. Russetit. May I make one distinction, please, for the sake of 
accuracy? The submission to ODM for approval of continuation and 
advance of additional funds was made by the Defense Materials Pro 
curement Agency not the GSA. I should like to point out, sir, this is 
my own view of the situation, in which I found myself, that it had 
twice been submitted to the Defense Production Administration by 
DMPA and once to ODM, and that it had in each instance been ap 
proved and the proper officials had executed it, and that I did not con 
ceive there was in me the capacity in which I act, authority without 
approval of my superiors to In effect terminate the contract by receiv 
ing and approving a request for advance of funds as they were made 
in accordance with the terms of the contract. 

Mr. Warren. That would have been up to Mr. Jordan ‘ 

Mr. Russet. I don’t think it was up to Mr. Jordan. I don’t think 
it was up to the Comptroller. I think it may have been necessary to 
go to ODM for approval. That is a matter of opinion, sir. I am try 
ing to give you a statement of my administrative position, as I see it. 

Representative Tarte. Has anybody lost any money im this enter 
prise other than the Government. 

Mr. Russeti. Well, I don’t know, sir, that I can answer that ques 
tion with accuracy because I believe it is a matter in dispute, whether 
or not the principals have actually put money into it or not. All I can 
say to you, sir, is that the reports available to me disclose that the prin 
cipals have put in something like $67,000, deposited into United 
States Tin. 

I think it is open to dispute, and the thing has been questioned, if 
my understanding of the testimony is correct, and I must apologize 
that I haven't been able to follow it as close ly as I should, whether 

that went in. I do believe there is evidence, and so far as I know not 
disputed, that some $14,000 went in to pay part of the purchase price 
for the property. I am trying to remember the testimony here. It is 
to the best of my recollection. 

Representative Tarte. It appears to me from what I know of it 
that the taxpayers of the United States are the people who have lost 
money, and in the same breath I wanted to ask you if it is reasonable 
for me to conclude that when we try to run down the operations we 
get into many devious and dark corners and that it is somewhat dif- 
ficult to place responsibility, that many agencies, many divisions with- 
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in agencies, were involved. It is my feeling that nobody really cared 
because the Government would take the loss and nobody worried 
about the Government. 

Mr. Russeiu. Am I called on to answer now ? 

Representative Tatte. You don’t have to, but I would like to have 
you agree with me. 

Mr. Russeii. I would say personally I had grave doubts about this 
thing. I think so far as the prospective loss of money, I think it 
would be more accurate now although I am not prepared to dispute 
the apparent uncertainty, and the reason was testified to more ably 
than I could by Mr. Croston here, and he stated that the question 
was, that the primary question, sir, as I see it, and our review of 
these documents, which you understand form the basis of my infor- 
mation, the primary point why this thing was gone into at all, why it 
was submitted for approval and certification of DMA and then ODM 
was to establish whether or not we could develop a source of tin under 
the American flag. 

In my own opinion, I was gravely doubtful and I delayed payments 
several times because I was apprehensive about the future of this 
thing. But I do not say I was in possession of such facts that would 
warrant me refusing to make an advance nor was I able to establish 
to my own satisfaction a sufficient documentation which would have 
entitled me to go to my superiors with a recommendation that they 
consider that. 

The crux of the matter, sir, that I am trying to answer, and I don’t 
want to digress, the crux of the matter in my “mind was, and the way 
I looked at it, when I got hold of it, if you don’t mind my saying so, 
foisted on me, was whether these people could produce tin up there 
on a year-round basis from what as Mr. Croston has said was the first 
lode mining year-round operation in Alaska. 

I will state to you, sir, that my doubts and misgivings were predi- 
cated immediately when I first got into this thing in detail on the 
fact that there had been no production in October, that the produc- 
tion in November was very slight, I think about 8,000 pounds—don’t 
hold me exactly to that—and tin in concentrates, but in December they 
did achieve substantial production. That was the balancing factor in 
my mind. 

I am trying to explain my position. I do not think I had any au- 
thority to refuse to make these advances. I think the extent of my 
authority, in other words, was to recommend that it be reconsidered. 
I say what tipped my mind in—I felt great concern personally as to 
the interests of the United States. 

Representative Tatie. There was an investigation underway in 
December, wasn’t there? 

Mr. Russet. I can’t say definitely in my own mind that there was. 
I heard people were inquiring into the affairs in Alaska, I think Mr. 
Bellino, but I don’t know the extent of the thing. I am not sure that 
1 knew it was you, but perhaps it is right. 

Mr. Betirno. The investigators started in the latter part of Oc- 
tober of last year. 

Mr. Russety. 1953? TI had no official notification of that to the best 
of my knowledge at that time. I did become aware—I beg your 
pardon—Mr. Hawkins came in to see me, but I can’t say what ‘date it 
was. I think shortly after the first of the year. 
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Mr. Warren. Mr. Russell, you came into this case after Mr. Nicoll 
had been relieved of any obligation in handling this case, didn’t you? 

Mr. Russetx. Yes; I think that is true. 

Mr. Warren. Mr. Nicoll testified he was relieved because of his 
friendship with Mr. Kadow. 

Mr. Russetu. Did he so testify? I don’t recall that. I accept the 
statement. 

Mr. Warren. I think that set the record straight on the investiga- 
tion, because Mr. Nicoll testified here that he was relieved of this case 
because of his friendship with Mr. Kadow. 

Mr. Russextu. I would like to make one statement in connection 
with that that I think may be relevant. My taking over of this was 
part of taking over some other things, one of a number of which were 
properly in—should have been with me but had not been for his‘orical 
reasons. There were other things besides that. 

Mr. Warren. Mr. Russell, I have a letter here dated March 1°, 1954, 
which I understand was forwarded to you by the Comptroller of the 
General Services Administration with regard to the United States 
Tin Corp. Will you set forth what your instructions were in that 
letter ? 

Mr. Russeti. I was directed by my superior, Mr. Medley, to pro- 
ceed to Seattle, Wash., and there to attend a meeting of the directors 
of the United States Tin Corp. which had been arranged or was ar- 
ranged and to make certain demands upon them, first, to pledge with 
the Government all unissued treasury stock whether under option or 
not—shall I slightly abridge this—I can read the whole thing—- 

Mr. Warren. Just summarize it. 

Mr. Russe.y. To so pledge it, that the Government had tne right to 
vote the pledge stock. To require that the corporation notify the re- 
gional director of General Services Administration of all mectings 
to permit attendance at them. To replace the president of the corpo- 
ration, Mr. Kenneth J. Kadow, to discontinue the Juneau office, and 
to ascertain the facts relative to any community of interest butween 
the parties in the former Lost River tin mining company and the 
United States Tin Corp. 

Mr. Warren. Was a meeting held and, if so, on what date? 

Mr. Russeii. Well, let me see. I can ascertain that date for you. 

Mr. Warren. Was it the following week? 

Mr. Russett. Yes. Tuesday of the week following, March 18. If 
I may, I will get that date and put it in the record, if you wish? 

(The date, March 23, 1954, was later supplied for the record. ) 

Mr. Warren. You can supply it for the record. What transpired 
at that meeting and who attended ? 

Mr. Russei.. For the United States Tin Corp., Mr. H. R. Fischnal- 
ler, chairman of the board, Mr. Kenneth J. Kadow, president, Mr. A. 
F. McIntosh, director, Mr. F. H. Furey, if my recollection of the in- 
itials are correct, director, Mr. Gibbon. I can’t recall his initials. 

Mr. Prerce. W. L. 

Mr. Russetx. Secretary and I think also counsel for the corporation. 
Let me think for a minute. I think Mr. J.J. Gilmore, acting treasurer, 
I believe. For the Federal Reserve, Mr. Gillispie—— 

Mr. Pierce. H. A. 

Mr. Rossevy. Director. 

Mr. Pierce. How about Mr. Dunn? 
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Mr. Rossevi. Dr. Dunn was not there. 

Mr. Prerce. Mr. Walsh? 

Mr. Russeii. Not there. 

Mr. Warren. What transpired at that meeting, Mr. Russell? 

Mr. Russeiy. I made the demands that I was directed to make upon 
the corporation. 

Mr. Warren. Did the Federal Reserve have a representative there ¢ 

Mr. Russeiv. Yes, sir, Mr. Leisner and another gentleman whose 
name I don’t now recall. 

Mr. Warren. Did the General Services Administration have the 
regional counsel there ? 

Mr. Russevy. Yes, Mr. C. M. Graff and the regional director, Mr. 
QO. C. Bradeen. 

Mr. Warren. Did the Seattle Trust & Savings Bank have any 
representatives there ¢ 

Mr. Russeit. No, they did not. They were invited but they sent 
no representatives, to the best of my recollection. 

Mr. Warren. What transpired at that meeting? 

Mr. Russevi. The meeting was called to order by Mr. Fischnaller, 
and I made the demands upon the corporation which I was directed to 
by my superior. The matter was discussed during the morning, and 
they asked late in the morning that they be allowed to retire to con- 
sider it, to reconvene in the afternoon. 

Mr. Warren. Was Mr. Kadow asked to resign or how was that 
worded ¢ 

Mr. Russe. I requested the corporation to terminate all of Mr. 
Kadow’s connection with it immediately, at least at the end of the 
month. I left to the corporation to determine in what manner they 
would do it. 

Mr. Warren. On what basis did you terminate his services ¢ 

Mr. Russert. You mean, what reason, Mr. Warren? Because I was 
directed to by my superiors. 

The Vick Cuarrman. Let’s go on, Counsel, and finish out the meet- 
ing. I know what you are getting at. Did the company have any idea 
ahead of time what your demands were going to be? 

Mr. Russetxw. To the best of my knowledge and belief, no. 

The Vice Cuarrman. Then you reconvened in the afternoon / 

Mr. Russewu. Yes, sir. 

The Vick Cuarrman. Then what happened ? 

Mr. Russeiz. They acceded substantially to all my requests, with 
slight modifications. One modification was that their counsel re- 
quested that the pledge of the stock be made in escrow instead of 
directly to the Government. I did not agree to that modification 
without first calling my superiors in Washington, but it was agreed 
to. They requested that we consider releasing stock, treasury stock 
pledged, in the event that they needed to raise money for any DMEA 
work. But that was consented to only as a matter of agreement, that 
they had no right to release it without our consent. We agreed we 
would consider it, that we would consider it but we did not agree to 
do it. And they also asked me as a favor to permit Mr. McIntosh 
to retain all over 200,000 shares he held because he was described to me 
as a very aged, infirm person whose estate was without any other 
assets, and I couldn’t see that the stock was of much value in itself, 
but in the interest of accomplishing my purposes rapidly and effi- 
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ciently as possible, I agreed to make that concession on the under- 
standing that if we did insist we could get it later and also on the 
understanding that we would have effective control without it. 

Mr. Warren. What was said in this meeting about Mr. Kadow 
returning to his position after the investigation was over ¢ 

Mr. Russe. I don’t recall that anything was said about his return- 
ing to it afterward. I don’t remember that. 

The Vice Cuatrman. They took action at that meeting to terminate 
his services ? 

Mr. Russe. His services with the corporation were terminated and 
all connection with the corporation severed, as stated in the resolution 
effective March 31, 1954. 

Mr. Warren. Will you state positively that you said nothing about 
Mr. Kadow returning to the United States Tin Corp. after the in- 
vestigation was over ? 

Mr. Russexx. I can’t state that I did or I didn’t. There was some 
conversation, and I said I didn’t want to hear again of his connection 
with the corporation. I think that there was talk, and I think he 
expressed the hope that sometime he could, but I think what I said 
here is all I said Shoat it, to the best of my recollection. 

Mr. Warren. Did you discuss that subject with Mr. H. R. Fisch- 
naller ? 

Mr. Russeti. Not to the best of my recollection, other than I state 
here. 

Mr. Warren. Did you know it was Mr. Fischnaller’s understanding 
that Mr. Kadow wae return to the company ? 

Mr. Russetx. I don’t know what Mr. Fischnaller’s understanding 
is. I got what I was sent out to get and I lost interest in the thing, 
frankly. I don’t know what they expect or intend or hope. 

Mr. Warren. You do positively state that you did not discuss Mr. 
Kenneth J. Kadow’s return to the United States Tin Corp. in an 
official capacity ? 

Mr. Russet. I am trying to remember. There was a great deal of 
talk. They said what about our consulting Mr. Kadow. I said so 
far as I was concerned my instructions were that his connection with 
this corporation be severed immediately, that I didn’t want to hear 
any more about his connection with it. That is all I can remember. 

Mr. Warren. Did you say something to the effect that some ar- 
rangement could be worked out for him to come back with the 
corporation ? 

Mr. Russet. Not to the best of my recollection ; no, sir. 

Mr. Warren. But you won't state positively that you did not say 
that ? 

Mr. Russett. No, I didn’t make any representations about the 
future at all. There was some talk about it, and I am sure that he 
did express the hope that he could. I carried out my instructions 
and that is all I cared about. 

Mr. Warren. Did you report to the board of directors that the 
Government was generally satisfied with the operation of the United 
States Tin Corp. property ? 

Mr. Russet. I recall making no such statement. However, I will 
say that I was polite and courteous as I could be to get this thing 
done as fast as I could, and I was negotiating at arm’s length with 
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people for whom I had no great regard, and I was concerned in get- 
ting the job done and not what they thought. 

The Vice CuHarrman. You were not concerned about hurting them ? 

Mr. Russett. No, I was prepared to grease the skids with polite 
representations to get the job done. 

Mr. Warren. Did you grease the skids by giving Mr. Kadow 4 
months’ terminal leave ? 

Mr. Russety. That question was put to me following that meeting. 
A copy of this contract with the United States Tin Corp. was dis- 
played to me which contained the clause which entitled him to 120 
days’ notice upon termination of his services. To be quite candid, I 
wasn’t very happy about it, but I knew that his employment had 
been—payment of his salary had been approved, and I had then no 
information upon which I could base a determination that that was 
not valid and existing contract, and I did not see my way clear then 
to do other than agree that it was payable. I will say that I also 
consulted the corporate officials and they felt bound by it. I dis- 
cussed it with the regional counsel, and he saw no reason, if I recol- 
lect the statement, why it was not a valid existing contractual obli- 
gation. But I want to say it was my decision, and I didn’t see any 
way out of it. If I had been in possession of some of the facts that 
have been testified to here, my decision would have been otherwise 
because then I think there would have been cause. But so far as I 
was then concerned, sir, these instructions were the limit of my in- 
formation as to what I was to do. I also may state that the June 
salary and July have not been paid. 

The Vice Cuarrman. When you speak of contractual liability, that 
was an employment contract that he had with the United States 
Tin Co. ? 

Mr. Russe. Yes, sir, but that contract—the difficulty I had with 
this thing, to spell it out as I saw it, that contract with United States 
Tin was with a corporation virtually the sole business of which was 
the performance of our contract. If I had said, “Well, you figure 
out how to pay him yourself,” this corporation had no other income 
than our advances, and if it had had any other income, in my opinion, 
its revenues are so tied up they have to go into accounts under our con- 
trol, I would have forced, upon the assumption that it was a valid 
contract, a breach of contrac t,and I didn’t see my way clear in doing it. 

Mr. Warren. The General Services Administration never approved 
that contract in the beginning, is that correct ? 

Mr. Russet. I don’t know that, sir. I understood that it approved 
the payment of salary to Mr. Kadow, which is, I assume, tantamount 
to approving his employment by the corporation. 

r. Warren. Did the GSA to your knowledge ever see a copy of 
that contract until you made the trip to Seattle? 

Mr. Russetu. I can’t state that is so or isn’t so. I simply don’t 
know, Mr. Warren, the basis on which the approval of the payment of 
his salary was made. 

Mr. Warren. Mr. Chairman, I suggest we make the termination 
contract a part of the record. 

The Vice Cuarrman. All right. (See p. 526.) 

Mr. Warren. Will you state, Mr. Russell, whether the recommenda- 
tions that you made, and the things that were agreed to at this meet- 
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ing, have been carried out so far as stock being put in escrow, for 
example? 

Mr. .Russett. Mr. Counsel, I do not yet have—let me say this—I 
was there from Monday to the middle of Thursday afternoon. I se- 
cured the consent of the regional director to make that office available 
to carry out this thing. I didn’t see any reason for my incurring any 
additional travel expense by staying. I did not have a report from 
Mr. Graff as to the actual payment pledge. I poet out to you, sir, and 
to the committee that this involved the pledge by individuals. This 
stock was not held by the corporation. It was held by individuals and 
directors and officers. Some of that they informed me was pledged 
by them to secure other obligations. I know Mr. Gibbon, the attorney 
for the corporation, came by our office, regional office the next day and 
said he had pledged his stock to secure a loan made to him personally. 
He pulled out a bunch of securities and said, “I am going to arrange 
this so I can pledge it.” I haven’t a complete report from Mr. Graff. 

Mr. Warren. Will you furnish for the record a statement as to how 
these recommendations were carried out ? 

Mr. Russeii. I would be very glad to. (See p. 526.) 

Mr. Warren. Can you state what amount of money has come into 
the corporation treasury from the sale of stock ? 

Mr. Russexx. I am unable to state any exact figure in that. There 
was some that came in from the sale of stock that Kadow bought to 
make funds available for the DMEA contract. 

Mr. Warren. Do you know whether Mr. Kadow has paid all of 
the money in on that contract or whether some of it is still out- 
standing ? 

Mr. Russetx. I have no record or nothing has come to my atten- 
tion in any audit report or other communications to indicate that 
it has not been paid in. I can only answer negatively in that way. I 
think I would have been notified if it hadn’t been. 

Mr. Warren. The records I have indicate payment into the cor- 
poration of $17,000 by Mr. Kadow, and his contract calls for $20,000, 
as I recall it, plus $2,260 additional amount under certain conditions. 

Mr. Russetz. I can’t recall anything about that. 

Mr. Warren. Do you think it would be well for your office to 
check that figure before disbursing any more funds to Mr. Kadow? 

Mr. Russeii. That was money to be paid in connection with the 
DMEA contract, was it not ? 

Mr. Warren. Your office wouldn’t be governed by that. 

Mr. Russexy. I don’t know that the DMEA contract primarily is 
our responsibility. I am not certain about that. 

Mr. Warren. Can you state the amount of stock that the direc 
tors and promoters of this corporation sold and put the money into 
their own pockets? 

Mr. Russetu. I think I can give a figure on that, sir, if you will 
bear with me a second. These figures are as of March 15, 1954, and 
were furnished to me by Mr. C. F. Smith, who at the request of the 
Comptroller, General Services Administration, had gone to Seattle 
and audited the books of the corporation to determine the transac- 
tion of the stock, and show that the stock issued by the Alaska cor- 
poration totaling about 2,195,000 to officers, directors, and other par- 
ties of interest in the United States Tin- 
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Mr. Warren. Are the figures you have dollars or shares of stock? 

Mr. Russetu. Shares. 

Mr. Warren. Do you have a dollar figure as to what the pro- 
moters have sold their stock for ? 

Mr. Russexx. No, sir. Those transactions were private transac- 
tions and are not of record in the corporate books. The books re- 
flected, as I understand it, the transfer of stock, but I have no record 
at all of what they got for the stock when they sold it in private 
transaction. 

Mr. Warren. In connection with your information that you gained 
about pledging the stock, you did not ascertain the amount of money 
that the promoters had made from the sale of stoc k, is that correct ¢ 

Mr. Russe.t. That information is not available, unless by inter- 
rogation of each one individually in an investigation to determine 
whether or not what they said was right. 

Mr. Warren. Then your or ganization is not aware of the facts as 
to what profit the promoters would make out of this mine even though 
it ceased to exist as of tod: ay ¢ 

Mr. Russetn. I am not in any position to state that they made or 
didn’t make. I have had some hearsay, which Mr. Croston has testi- 
fied to, as to the source of what they got for it. But I don’t have 
any official active knowledge of what they got when they sold it to 
John Doakes, or whoever they did. They sold a total of 2,195,000 
shares in the Alaska corporation, and approximately 772,000 
shares 

Mr. Warren. They sold over 2 million shares? 

Mr. Russeitn. No, I said of 2 million sum the records indicate that 
they sold 770,000. 

Mr. Warren. In connection with the $405,000 loan or $403,000 
loan, which is now pending, will that matter come to your attention, 
Mr. Russell ? 

Mr. Russetu. Yes, sir. 

Mr. Warren. What. action do you proposed to take in connection 
with it / 

Mr. Russeiu. As of this time I am unable to state what action I 
will take because the question of this whole matter is now being re- 
viewed by my superiors in the administration, as I understand it, ,and 
I have had no direction 

Mr. Warren. Have you taken any action—— 

Mr. Russevx. I returned it to the Federal Reserve bank for non- 
compliance with regulation 5 in that it failed to make a recommenda- 
tion as they are required. 

Mr. Warren. You asked them to make a recommendation ? 

Mr. Russriu. Yes. I asked them to comply with regulation 5. 

The Vice Cuarrman. It is not before you at the minute, then? 

Mr. Russeiu. No, it is not. 

Representative Tarte. Is that the Federal Reserve bank of the 12th 
district ? 

Mr. Russet. San Francisco. I don’t know the reserve number. 

Representative Tauter. They have a branch at Seattle. That is the 
one you are dealing with ¢ 

Mr. Russet. Yes. 

The Vice Cuamman. You have had no reply from that ¢ 

Mr. Russeiu. No. 
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Mr. Warren. Mr. Russell, 1 would like to read a statement here 
from the report of the Federal Reserve Bank of San Francisco, page 
8, under conclusions and recommendations with regard to the loan in 
question, and this report is dated July 2, 1954, and addressed to the 
Board of Governors of the Federal Reserve System, Washington, 
D. C., and I quote : 

It appears, and on this we are relying upon statements made by the financing 
institution, that the guarantor takes the position that it wishes the company 
to continue operation through the calendar year 1955 and has suggested that 
tunds be supplied to the concern through a V-loan rather than by a continuance 
of its direct payments to the borrower. 

Mr. Russetit. The statement is not completely accurate. The 
tinancing institution in this case is the Seattle Trust & Savings Bank, 
sir. I don’t believe you have been here previously, and what I said to 
Mr. Fischnaller after a meeting with other officials of General Serv- 
ices was that we thought this thing ought to stand on its own feet, 
that the farthest we would go would be that we were willing to con- 
sider an application for loan guaranty for operating expenses for the 
coming year upon proper terms and conditions without commitment. 

Mr. Warren. What would that amount to? Could the Government 
lose any money on that ? 

Mr. Russexy. Not if I had rigged it the way I wanted to rig it. My 
statement, sir, is based in very large part upon Mr. Croston’s esti- 
mates of the possibilities of operation without loss in the future. I 
concur in his thinking to the extent I am able to, | mean, to the extent 
that it doesn’t involve technical mining questions. I think they could 
reduce their mining costs to around $40,000 a month. The other con- 
tingency is the price of tin and their ability to produce at capacity. 
If I were doing it, I would not have permitted, and will not willingly 
permit, advances to be made except as there is, what will I say, reli- 
uble evidence of production of tin of comparable value. 

Representative Tatie. That Seattle bank had an investment in the 
enterprise prior to the time of Government guaranty, did it not? 

Mr. Russe. Sir, my information on that is not complete. I had 
the impression that they have financed some of the placer operations 
which the United States Tin Corp. had conducted prior to the time 
this loan guaranty was made and prior to the time that there was any 
GSA contract. I can’t state that of my own personal knowledge. It 
is something I have picked up and discussed with the officials of the 
United States Tin Corp., and I believe with Mr. Winslow of the Seattle 
Trust & Savings Bank. 

Representative Tatie. I think it was pointed out the first day of 
the hearing that that is true. 

Mr. Russexx. I don’t recall that. 

Mr. Warren. Did you have anything on this point, Mr. Bellino¢ 

Mr. Betxino. In connection with this meeting, Mr. Russell’s meet- 
ing at Seattle, was that the meeting that Mr. Fischnaller was elected 
president and Kadow was out ? 

Mr. Russein. No, that was not the same meeting, Mr. Bellino. I 
understand that that meeting took place the day I left. The situa- 
tion in—— 

Mr. Betit1no. I would like to read a sentence that appears in a re- 
port of the Compliance Division of the General Services Administra- 
tion. I might say in that connection that the Compliance Division 
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through Mr. Shacklette and Mr. Eastland, who is here, have cooper- 
ated with us in this investigation 100 percent, in fact, this was in an 
inquiry, an interview of Homer Mann, which was conducted while I 


was still in Alaska. Mr. Homer Mann was interviewed on November 


16,1953. Among other things he stated as follows: 


Mr. Fischnaller had been unable to keep his accounts straight and was in 
financial difficulties in November 1951 to such an extent that a GSA accounting 
was required which resulted in Fischnaller being forced out as general manager 
and being replaced by Kenneth Kadow, a former Bureau of Mines employee. 


I might also mention that in the same report Mr. Mann stated : 


Mr. Brussolo reported that I believed that the United States Tin Corp. would 
be in production by January or February of 1953. 

Mr. Russevi. Who stated that ? 

Mr. Bexirno. This is Mr. Mann’s interview to the compliance 
invest igator. 

Mr. Russet... Mr. Mann stated he thought it would be— 

Mr. Betztino. He stated Mr. Brussolo reported that to him. Mr. 
Mann was his superior. 

Also, we would like to get into the record that there have been sev- 
eral questions asked about the companies that Mr. Kadow has an 
interest in, and I have a list of all the companies that Mr. Kadow was 
interested in. The first is Alaska Consultant & Development Co. ? 

Mr. Warren. Will you state the source ? 

Mr. Bexxiino. This is from the records of Mr. Kadow, his own ac- 
counting records: The Gastineau Utility, Inc. ; Poorman Iron Deposit ; 
West Juneau Co., Inc, ; United States Tin Corp. ; Mortensen Construc- 
tion Co.; Klamath lumber project; Lost River housing; Turnagain 
Heights; Island Homes, Inc.; Fairview Development, Inc.; Bayview 
Realty, Inc.; Baldwin Fairbanks, which includes Grandview Homes 
and Weeks Field in Fairbanks, Alaska; the Alaska Construction Co. ; 
Kadow House No. 2; Fairbanks, 207 project; Fischnaller project; 
Aiaska Mutual. Then he was involved, as I say, in this Kadow House 
No. 2 under FHA. In‘addition, he was interested in various oil leases. 

Mr. Russexix. Does this call for acomment from me ? 

Mr. Bextirno. No, this is just getting it into the record. One other 
thing I would like to get into the record is an extract of a letter dated 
February 23, 1952, from Mr. Kadow to Mr. Sorensen which was also 
obtained from Mr. Kadow’s files, and he stated as follows: 

Washington, D. C., was still stewing about our water supply. I told them to 
quit worrying, that we had pumped this spring for several hours at 300 gallons 
per minute with no visible effect on the supply. I know I told a little white one 
but you were so sure that we had plenty of water there that I just took a chance. 
If asked, I would appreciate something that backs me up, if your conscience 
won't hurt you too badly. I said we did so in December, and if an actual test 


doesn’t bear me out we could say conditions are always worse in March, hence 
the difference in results. 


In another paragraph of the same letter : 


Your report of February 3 was very good. Please write another about March 
1 and have it to me by March 15 so I can send it in with our March request for 
funds. I must make a report every month as I draw more funds. In your March 
report stress the following: Mill and mill development work. Shaft and water. 
Assay laboratory and anything else that seems important. If you have any real 
problems give them to me separately. A few minor problems should be pointed 
out in your report for Washington, D. C., otherwise it won’t look real. 
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Mr. Russet. What is that ? 

Mr. Beturno. This is the letter of Mr. Kadow to Mr. Sorensen, his 
mine superintendent. 

Representative Tatze. I think the record should show the word 
“conscience” underlined. It was used once in this testimony. 

The Vice Cuatrman. How about adding, “conscience, if any”? 

Representative Tatue. The mere fact that the word appears is 
rather interesting. 

Mr. Warren. Mr. Russell, can you state what amount of the 
$1,300,000 will be left over as of the end of this month ? 

Mr. Russetx. I had prepared a statement here which I believe that 
the committee indicated it wished in the Ey cord at the time Mr. Jordan 
was testifying, which shows that of the $1,500,000 a total of $988,202.42 
had been disbursed as of July 13, 1954. I have received no request for 
advance for the month of July. The request for advance for June I 
had received. I had deferred handling that because of the reports 
to which Mr. Croston referred about what are our difficulties. I made 
my mind up that we should go ahead, but I withdrew it because of 
testimony that appeared here. 

The Vice CuarrMan. So there was no disbursement made for the 
month of June or for July? 

Mr. Russextu. That is correct. 

The Vick Cuatrman. I wonder what has happened that they for- 
got to ask for July. 

Mr. Russexin. I don’t know. All I can say is I haven’t had it. 

Mr. Warren. What are they operating on now, what funds? Their 
own funds? 

Mr. Russexx. I don’t know. I don’t think they are going to con- 
tinue to operate very long unless something is done. Mr. Harding 
has reminded me, sir, there was a me eting this morning that I at- 
tended with the Comptroller, Mr. Medley, and the General Counsel, 
Mr. Elliott and Mr. Harding of Mr. Elliott’s office, in which the June 
payment was receiving consideration. The consensus then seemed to 
be when I left the meeting to come to this hearing that Mr, Medley 
would propose to the administrator that the payment be made in a 
reduced amount to keep the operation from coming to a standstill. 
I don’t know as of now whether or not action has been taken or what. 
Should I offer this, since it was requested ? 

Mr. Warren. Yes, we will include that in the record. 

(The information referred to follows :) 


Advances to United States Tin Corp. under amendments to contract No. 
GS—OOP (D)-520 


Amount Disbursement 
uthorized | to July 13, 1954 


Amendment No. 1 $35, 000 $35. 000. 00 


Amendment No. 2 395, O01 325, 231. 00 
Amendment No. 3 940, 000 861, 809. 30 
Amendment No. 4 1, 300, 000 QR8. 202. 42 

Total. > 600, 901 > 210, 242. 72 


Mr. Russe. I testify this is a record of expenditures made oo 
the several amendments to this contract which was prepared at my 
request by the person in charge of the Official Accounts Division. 
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Mr. Warren. Mr. Chairman, I also suggest there be included in 
the record the March 18, 1954, memorandum to Mr. Johnston Russell 
from the Comptroller, General Services Administration, also a letter 
dated February 17, 1954, addressed to the United States Tin Corp., 
Seattle, Wash., signed by Mr. Johnston Russell, and also Mr. Kadow’s 
reply dated March 2, 1954, addressed to Mr. Johnston Russell. 

The Vice CHarrMan. I don’t suppose anybody has figured out the 
man-hours in cost to the Government of this entire United States Tin 
Corp. operation. Everybody comes up here with a brief case full of 
files. I just wonder where you keep them all. It has been a tremen- 
dous job of supervising this, if that is what you call it. Thank you 
very much, sir. 

(The material referred to in Mr. Russell’s testimony follows :) 


GENERAL SERVICES ADMINISTRATION, 


Washington 25, D. C., August 4, 1954 


Re United States Tin Corp.: Contract No. GS-OOP (D)-—520. 
Mr. A. E. PIERCE, 
Staff Director, Joint Committee on Defense Production, 
United States Senate, Washington 25, D. C. 

DeAR Mr. Pierce: To comply with my undertaking to supply data for the rec 
ord on hearings recently concluded by the Joint Committee on Defense Produc 
tion, relative to the contract between the United States, acting by and through 
the General Services Administration, and the United States Tin Corp. (Contract 
No. GS—-OOP (D)-520), I report the following: 

1. The corporation has abided by the resolution of the board of directors dated 
March 23, 1954, in that it has issued no stock in addition to that outstanding on 
that date. 

On July 7, 1954, the Comptroller of General Services Administration informed 
the regional director, GSA, region 10, at Seattle, Wash., that 630,000 shares un- 
der option to Mr. H. R. Fischnaller may be issued to him upon condition that: 

(a) The corporation’s debt to Mr. Fischnaller in the approximate amount of 
$66,000 be canceled ; and 

(bv) That the shares thus issued to Mr. Fischnaller be placed in escrow, sub- 
ject to the same terms and conditions as other stock pledged or to be pledged. 

This action was taken for two reasons: first, because it improved the financial 
condition of the corporation by converting the interest from that of a creditor 
to one of proprietorship; and, second and more important, because the pledge in 
escrow with proxy will enhance the control of the corporation’s affairs by this 
Administration. 

2. There is attached a list of stock held in escrow pursuant to the pledge 
agreement, as of July 27, 1954, amounting in toto to 490,840 shares. 

The matter of securing pledge of the remaining stock held by officers and 
directors of the corporation, and by members of their families, is being actively 
pursued by our regional counsel in Seattle, and by my office. In view of the 
extent to which other stock holdings are dispersed, it is considered that already 
pledged assures the administration of effective working control. 

The principal blocks of stock held by officers and directors of the corporation, 
and by members of their families, which have not been pledged are the following : 


Shares 
Kenneth J. Kadow and family (approximately) —-....--..-.---------- 265, 000 
H. R. Fischnaller and family (approximately) —~.._._.-_.---._-_----~--- 66, 000 
UTC Oi UN acs cisco elec aliaid Gotaealidlcin apes ahtiiacatcanitinas alae baiaisantoniecio 19, 060 
I oN aa naan trae an aci nena meet patele aids 15, 000 
oh TEI IO al IEEE NIST SEN SALE TORN Ret kee 15, 000 


1 With respect to Mr. Schaeffer’s holdings, it is to be noted that his relations with the 
corporation were severed prior to March 23, 1954. 

3. My records indicate that the corporation has complied with the require- 
ment that the regional director, region 10, GSA, be invited and permitted to 
attend meetings of the board of directors. In the one meeting subsequent to 
that of March 23, 1954, known to have been held, it is understood that this 
Administration was represented by Mr. C. M. Graff, regional counsel of region 10. 
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4. Except for the payment of terminal salary for the months of April and 
May 1954, this office has no record of any participation, formal or informal, in 
any of the corporation’s affairs by the former president, Mr. Kenneth J. Kadow 
With respect to the terminal salary alleged to be due for the months of June 
and July 1954, the corporation has been requested to consider whether or not 
the obligation of the contract for such payments is binding in view of disclosures 
at the recent hearings. No funds for such payments have been advanced for the 
months of June and July 1954. 

5. With respect to the discontinuation of the Juneau, Alaska, office, examina- 
tion of the requests for advances for periods subsequent to April 1954 discloses 
no amounts for the payment of office expenses at Juneau. 

6. The question of the identity of interests between the parties in interest in 
the former Lost River Tin Mining Co. and those in the United States Tin Corp 
appears, upon examination of documentary evidence already supplied to your 
committee, to be resolved by the determination that the only person with a com 
mon interest was Mr. A. F. MeIntosh, in the amount of about $1,700 

In view of the fact that our regional officers have not yet found it possible 
to complete all arrangements for the pledge of stock, I shall undertake to supply 
data to complete the record as soon as it is received. 

The foregoing data is reported on the basis of information contained in the 
files of my office. 

Very truly yours, 
JOHNSTON RUSSELL, 
Deputy Director, Credit and Finance Division, Office of the Comptroller. 


Schedule of stock held in escrow as of July 27, 1954 


Name of shareholder : Number of shares 
A. F. McIntosh-_--_--__- : ¢ = 200, 000 
F. H. and Florence U. Furey ocacmund 169, 000 
Helen R. Gibbon___- ae - 23, 000 
I. C. Fischnaller____- -. : : Ly 29, 840 
GO”, Deaes............ > te sicticaicesdeete tate 3, 100 
Blanche Bergoust______ aes, 2 a : 3, 100 
David Lee Gillespie : ~ . 5, 000 
Louis A. Gillespie and/or Clarice M. Gillespie 32, 000 
Louis A. Gillespie___- ah a 20, 000 
Robert Louis Gillespie_ Ric saidieee dations 5, 000 


Total —- cacdedenimiesiows . : 490, 840 


SEATTLE, WASH., August 4, 1954. 
P, W. JORDAN, 


Assistant to Comptroller, GSA, Washington: 


Re United States Tin neither Fischnaller nor Kadow have placed their stock 
in escrow. Gillespie has placed all but 15,000 shares under agreement, rest of 
directors have complied. Refer to detailed report airmailed to Russell July 27. 
There have been no changes since that report. We were advised August 1 
by United States Tin that neither Kadow nor Fischnaller would place their 
stock in escrow until definitive advice is received by United States Tin as to 
future financing. 

O. C. BRADEEN, 
Regional Director, GSA, Seattle. 


Marcu 18, 1954. 
Mr. Johnston Russell—CFF, Deputy Director, Credit and Finance Division, 
office of the Comptroller. 
The Comptroller—CC. ; 
United States Tin Corp. Contract GS-OOP-—(D)-—520. 


This will confirm the assignment to be undertaken by you for the purpose of 
strengthening the arrangements with the United States Tin Corp. in order to 
further protect the Government’s interest in this contractual undertaking. 
The assignment has been approved by the Administrator and you are author- 
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ized to represent the central office in effectuating these actions with the assist- 
ance of the staff of region 10, Seattle. 

Mr. Orrin C. Bradeen, regional director, will notify the company to eall a 
meeting of the board of directors in Seattle, Monday, March 22, 1954, in order 
that you may set forth the conditions of further financial assistance from the 
Government, as follows: 

1, The corporation shall be required to pledge with the Government all un- 
issued treasury stock (whether under option or not), and also pledge addi- 
tional shares equivalent in number to the present shareholdings of officers and 
directors of the corporation. The pledged stock will be held by the Govern- 
ment until completion of the contract and repayment of all moneys due the 
Government. 

Zz. The pledge agreement shall provide that 

(a) the Government shall have the right to vote the pledged stock; and 
(6) treasury stock subsequently sold (whether currently under option 
or not) to officers or directors shall be pledged to the Government. 
5. The corporation shall be required to notify the regional director, region 10, 
of all meetings of the board of directors and permit the attendance of the re- 
gional director or his designee at such meetings. 

4. The corporation shall be required to replace the president, who is now 
the operating head of the corporation, with a competent and experienced indi- 
vidual acceptable to the Government. Any compensation to the new president 
or operating head shall be subject to the approval of the Government. 

5. The corporation shall be required to discontinue its Juneau, Alaska, office. 

6. The corporation purchased the land from the trustees of the Lost River Tin 
Mining Co. with funds advanced by the Government. It has been reported that 
such payments went, in part, to officers, directors, or major stockholders of 
the United States Tin Corp. If such is the case, these individuals shall be re- 
quired to inject a comparable amount in the United States Tin Corp. in the 
form of subordinated loans or through the purchase of capital stock which in 
turn shall be subject to the pledge agreement. 

Arrangements will be made for representatives of the Federal Reserve Dis- 
trict Bank of Seattle and the Seattle Trust & Savings Bank (the V-loan lender) 
to be present at these discussions. 

You shall exercise such latitude of judgment as you deem appropriate in 
completing the above arrangements, working closely with the regional director, 
regional counsel, and regional comptroller. 





GENERAL SERVICES ADMINISTRATION, 
Washington 25, D. C., February 17, 1954. 
Re Contract No. GS-OOP(D)-520. 
UNITED STATES TIN CORP., 
Seattle 1, Wash. 
(Attention: Mr. Kenneth J. Kadow, President.) 


GENTLEMEN : We have completed a study of each of the audit reports prepared 
by the firms of Touche, Niven, Bailey & Smart, and Rankin & Stokes, certified 
public accountants, which are corroborated by the findings of representatives of 
the Internal Audit Division of this Administration. To summarize them briefly, 
these reports reflect : 

(1) None of the company’s financial statements audited by the independent 
accountants, for the year ending September 30, 1951, and the semiannual! state- 
ments audited thereafter to September 30, 1953, contained an unqualified opinion 
concerning the financial condition of the company. This resulted from defic’en- 
cies in the company’s financial management, particularized in the following. 

(2) The Touche firm’s report for the year ending September 30, 1951, was 
critical of the company’s accounting procedures and internal controls, which 
were considered inadequate, and no reliance could be placed upon the inven- 
tories which were based on estimates. 

(3) According to the first semiannual report by Rankin & Stokes for the 6 
months ending March 31, 1952, it was possible to verify only a portion of the 
supplies inventory. Questions were also raised as to the company’s liability, if 
any, for supplies furnished by Government agencies. 

(4) Rankin & Stokes’ opinion of the company’s financial statement for the 6 
months ending September 30, 1952, was qualified because they were unable to 
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verify the weights and assays of tin and tungsten produced in 1952, and because 
of the questions as to the supplies from Government agencies referred to in the 
last subparagraph. 

(5) Rankin & Stokes’ opinion of the company’s financial statement for the 6 
months ending March 31, 1953, was qualified for the reason that the inventory 
valuations of mine, mill, and boardinghouse supplies, and of the exploration 
project supplies represented estimates made by the company, and because of the 
same questions as to the company’s liability, if any, for the supplies furnished by 
Government agencies. 

(6) The audit report for the latest semiannual period, ending September 30, 
1953 (Rankin & Stokes), reflects deficiencies in accounting procedures; a break- 
down of inventory control and related procedures; the failure to take a ;hysi- 
cal inventory; the failure to account for materials and supplies consumed; the 
failure to identify and segregate mine development expenses from those related 
to the exploration contract with DMEA; and particularly records of production 
inadequate practically to the point of nonexistence, necessitating recourse to 
the records of a steamship company. 

The last report also reflects a lack of control over the handling of funds, 
which is explicitly provided for in amendment No. 2 (art. 3 (e), (1), and (n)) 
to contract GS—OOP(4)-520. 

These deficiencies are all now of such long standing that it is impossible to 
suppose that the management of the company is unaware of their existence. 
Accordingly, you are requested immediately to advise us of the action taken to 
repair them, and of the action contemplated to the same end. You are also 
requested to advise us when you expect to have completed all actions necessary 
to remedy these defects in financial management. 

Very truly yours, 
JOHNSTON RUSSELL, 
Deputy Director, Credit and Finance Division, Office of the Comptroller. 


MArcH 2, 1954 
Re CFF. 
Mr. JOHNSTON RUSSELL, 
Deputy Director, Credit and Pinance Division, 
General Services Administration, Washington, D. ¢ 


Dear Mr. Russet: Your letter of February 17, 1954, is at hand. We appre 
ciate all of the shortcomings referred to in your letter and will do the best we 
can to eliminate them at the earliest date possible. 

We plan to take as complete an investory as is possible on March 31. This 
should cover all major items and warehouse supplies accurately but some minor 
items will be off slightly. These would be small items of equipment, rails, 
iron, etc. that were not placed under cover for winter storage and are now 
covered by snow. Their total value will be quite small. 

Concurrent with an inventory check, we will bring our records to date and 
exercise tighter controls over them. As has been pointed out to you before, 
we have had great difficulties keeping qualified personnel on this work. With- 
out it our records soon become unreliable. When this occurs we must take new 
inventories and bring all records up to date. This is a costly procedure: and 
at certain times of the year, cannot be done well because of weather conditions. 
Likewise, once the system breaks down, we are forced to adjust the flow of 
materials to the various jobs to the best of our ability. We know of no other 
way to handle this problem and neither does our firm of auditors. 

Of one thing you may be sure, all supplies that arrive at Lost River are used 
there. No one could steal them and carry them off the property without detection. 

We now have a good record of our concentrates at the mine and will keep 
detailed accounts of their shipment. Likewise, we will keep more complete 
records on their arrival in Seattle and their movement in the States. 

All accounting shortcomings that were discussed with our anditors and treas- 
urer have been or are being corrected, except the one referred to in the next 
to last paragraph of your letter. Since our first DMEA program is now about 
completed, we will not start a new bank account for it. However, if a new 
program gets under way, we will open a special account for it as per the contract. 

Ninety pereent of all our troubles are directly or indirectly the result of our 
breakdown in our inventory controls. If we can control this problem, I’m sure 
the others will be easily handled 
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I expect to be in Washington, D. C., soon and will go over this entire problem 
with you in detail. You have our assurance that we will do all within our 
means to clear up this problem as fast as possible. 

Very truly yours, 
UNITED SratTes Trin Corp., 
KENNETH J. Kapow, President. 

The Vice Cuarrman. Our next witness will be Mr. E. T. McKnight, 
United States Geological Survey, and Mr. J. R. Houston, United 
States Geological Survey. Do you want to testify together ? 

Do each of you solemnly swear the testimony you are about to give 


to be the truth, the whole truth, and nothing but the truth, so help 3 you 
God ¢ 


TESTIMONY OF EDWIN T. McKNIGHT, GEOLOGIST, AND JOSEPH R. 
HOUSTON, GEOLOGIST, UNITED STATES GEOLOGICAL SURVEY 


Mr. McKnieur. I do. 
Mr. Housron. I do. 
The Vice Cuarrman. Will you individually identify yourselves, 
please ¢ 
Mr. McKnicur. 1am Edwin T. McKnight, geologist, United States 
Geological Survey. From November 1950 until November 1952 I 
was the Geological Survey representative on the Non-Ferrous Metals 
Committee, of first DMA and when that passed out, of DMEA and of 
also DMPA. 
The Vicr Cuarrman. Are you an engineer / 
Mr. McKnicur. I am a geologist. 
The Vice CuarrmMan. Mr. Houston, will you identify yourself? 
Mr. Houston. My name, Mr. Chairman, is Joseph R. Houston. I 
am a geologist. I work for the United States Geological Survey. I 
spent a little over 4 months at the mine in the summer of 1953. 
The Vice Chairman. Doing what? 
Mr. Hovsron. Geological work in connection with the exploration 
phase of the program. 
Representative Talle. Mr. Chairman, I should like to know over 
how wide an area these explorations have been carried out. 
Mr. McKnieur. I believe Mr. Houston can answer that better than 
I can because he has been up there. 
Mr. Houston. You mean, in the Seward Peninsula, in general ? 
Representative Tate. I understood that you had been doing ex- 
ploration work during 4 months. 
Mr. Hovsron. That was right in the mine itself, sir. 
Representative Tatie. It was localized ? 
Mr. Houston. Inthe immediate mine area. 
Representative Tatite. What did you find ¢ 
Mr. Hovsron. I didn’t think too much of the property. I didn’t 
think the property had much merit. My reports were rather pessimis- 
tic. 
Representative Tattz. Were you hopeful from day to day that it. 
would look better or did you spend 4 months feeling discouraged ? 
Mr. Housron. I hoped the thing would turn out suc cessfully, but I 
didn’t think it would, really. 
The Vice CuamMan. So far it hasn’t. So you were right. 
Mr. Houston. The pessimistic side is always the safe side. 
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Mr. Warren. Mr. Houston, did Mr. Lorain accompany you to the 
mine ¢ 

Mr. Houston. No, sir. 

Mr. Warren. Was he there when you were at the mine? 

Mr. Houston. He was there once while I was there. I went to the 
mine in May of 1953 and he came there in July of 1953. He stayed 
there 3 days. i 

Mr. Warren. What did Mr. Lorain do at the mine at the time that 
you were there? 

Mr. Houston. He went underground some. He looked around. 
He recommended @evisions in the exploration work. 

Mr. Warren. Did the Geological Survey make an estimate of what 
ore was there or what was your purpose ? 

Mr. Houston. No, sir, I made no estimate. 

Mr. Warren. What kind of estimates did you make ? 

Mr. Houston. I just did geological mapping. I took a large num 
ber of samples, tried to correlate the ore values with the geology. 1 
made mostly reports, facts that I found. 

Mr. Warren. What did your reports set forth ? 

Mr. Houston. Well, quite a few things. Geologically, they were 
rather pessimistic. 

Mr. Warren. I mean, will you state the facts upon which you ar 
rived at that conclusion rather than a conclusion ? 

Mr. Hovsron. Mostly on the assay data and the general look of the 
thing, the mineralogy and the rocks. They weren't facts. 

Mr. Warren. Do you have your report with you / 

Mr. Hovusron. Yes. 

Mr. Warren. Can you summarize that report for us briefly as to 
what your findings were and what you concluded ? 

Mr. Houston. I said that it looked to me, according to the data 
that were available, as though the grade of ore was decreasing in depth. 
The farther down the mine you went the lower the grade. Which of 
course is what you don’t want to find if you are looking for a long- 

range project, something that could continue. I said I thought they 
were exploring for a buried body of granite, the so-called ¢ upol: hav et 
was possible there might be a large ore body along the contact of that 
granite with the limestone, which was the general country rock around 
there. When we got in there and hit the granite, the grade was low, 
about five-tenths of 1 percent. 

I reported that fact and said that I thought that the farther down 
you got the closer to the granite you got the lower the grade would be, 
that the main concentration was probably some distance above the 
granite. 

Mr. Warren. Did you make any report as to how long you thought 
an operation could be carried on there or was that your duty ? 

Mr. Houston. No, sir. 

Mr. Warren. You worked with the Bureau of Mines’ people, did 
you ? 

Mr. Houston. No, I worked independently. 

Mr. Warren. I believe on the field team you have men from both 

Mr. Houston. I sent my report to the field team, to the geological 
member of the field team and he channeled them out to different people 
in the defense minerals setup. 





532 DEFENSE PRODUCTION ACT 


The Vice CHairman. What did you do with your report? Where 
did you send them ? 

Mr. Houston. I sent them to Juneau to a man by the name of 
Sarnsbury, who is a member of the geological team that they talk 
about. He would have his secretary make copies and he would send 
one copy to Mr. Lorain, who was a member of the field team, a copy 
to Mr. Brussolo, who testified this morning, and presumably to other 
people. I don’t know who he sent them to. They were mostly reports. 

They weren't necessarily anything that anybody had to follow. 

The Vice Cuamman, Who down here in Was shington got them? 

Mr. Hovsron. I don’t know who this man Sarnsbury set them to. 

The Vice Cuairman. You don’t know whether they were acted on 
or not ¢ 

Mr. Houston. Presumably they weren’t. Actually they weren’t 
recommendations. They were just reports. 

Mr. McKnicur. May I make some comments on this? I was in 
on the decision in the early stages to carry on an exploration contract 
in this district. The setup there is that there is a dike about 10 feet 
wide striking about east and west and dipping very steeply, and the 
early explor ation had shown that there were measurable reserves in 
that dike. The GSA loan, or it would be the V-type loan, was made 
on the basis of reserves in that dike. It would depend on what you 
consider a cutoff on ore as to what grade and tonnage you will get, but 
our man made the—essentially a reappraisal and confirmation of the 
Bureau of Mines’ estimate of the reserve on that dike. 

It was about, the reserve figure that he used, was about 77,500 tons 
of 1.08 tin and about .12 tungsten. 

Mr. Warren. Is that high-grade or low-grade ore ? 

Mr. McKnieur. It depends on who you are and where you are and 
when as to whether that is high grade or low grade. I would say 
that in that Alaskan setup that ‘would certainly not be high grade. It 
would be approaching a low-grade side. If you had a good operation, 
you might be able to make money on it. A tonnage of ‘that grade and 
at the price at which the V-type loan was made in March of 1951, 
each ton of that ore would have had perhaps $35 worth of tin in it. 
We thought that it was a worthwhile proposition for the V-type loan 
of $ 375,000. That would have run a 100-ton mill a little more than 
2 years. Now, when they got in there they decided that that wasn’t 
enough ore. They wanted to find more ore. So they instituted their 
exploration program, which was a different thing entirely. There 
had been merely an exploration by the Bureau of Mines through drill 
holes into this granite cupola which adjoins the ore-bearing dike on 
the south. 

In tin deposits of the world the favorable place is in the upper part 
of such a cupola, and a cupola is a mass aaah rock which has 
come up toward the surface, a molten mass of | granite, and it carries 
these minerals, tin, fluorine, boron, and so forth, in it, elements, I 

should say, and these things escape at the top of ‘the cupola, and go 
into the cracks into the adjacent rock that contains the cupola. The 
setup we knew from the Bureau drilling, which had been done, which 
showed us a granite mass buried in depth, and it also showed 2 or 3 
holes that showed values of as much as 2.92 percent tin. But the holes 
that had been put down had not been enough to demonstrate that there 
was an ore body there. So the exploration program that we con- 
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sidered in the fall or in December of 1951 was to go down in depth 
of the mine workings which were originally on the ore-bearing dike 
and crosscut to this—— 

Mr. Warren. The $226,000 exploration ? 

Mr. McKnient. Yes; and crosscut to this graphic cupola which had 
shown some ore in drilling. Mr. Houston was there at the time that 
this crosscutting was done to the granite mass to try to see if there was 
tin or tungsten ore in the place where we would normally expect it in 
comparison to other tin deposits of the world, and also in the area 
where the mine had indicated at least t:vo high-grade, and I think, 
maybe there may have been more intercepts through diamond drilling. 

What Mr. Houston has told us was that crosscutting to this granite, 
and when they hit it, the grade of tin and tungsten that was found 
in the walls of that crosscut were disappointing in comparison to 
what we had hoped to find, based on an analogy with tin deposits in 
other parts of the world and this preliminary drilling of the Bureau 
of Mines, which everybody admitted could not prove or in the few 
holes that had a put down, had it indicated grades that ran as 
high as I said, 9 feet of 2.2 percent tin, which I think would be a 
worthwhile body of ore even in Alaska. What we actually found 
when they crosscut to the granite mass was they had a wide zone which 

ran not more than on an average of about 0.45 percent tin and very 
little tungsten. 

Mr. Warren. That wouldn’t even be worthwhile under wartime 
conditions? 

Mr. McKnienrt. That is right. At least, that is my appraisal of 
the thing in comparison to tin values elsewhere. I do not believe that 
could be called ore, although there is a large tonnage of it, it is too 
low grade to be tin or any place. I think that is what Mr. Croston 
had reference to when he mentioned the same thing this morning. 

Mr. Warren. Mr. McKnight, you mentioned being with the Non- 
Ferrous Metals Committee ? 

Mr. McKniceurt. Yes, sir. 

Mr. Warren. Did you attend the meeting at which Mr. Merrill 
and Mr. Fischnaller and others were present at which the 100-ton 
mill was discussed ? 

Mr. McKnienr. Well, the application had been for a 100-ton mill. 
I attended such a meeting. I think I can date it a little closer than 
1 did in the preliminary statement that I gave to you people. All 
I have to go on is that my recollection is that it was between a mem- 
orandum of Mr. Fred Chase of February 21, 1952 and a memoran- 
dum prepared by Mr. Charles Merrill on February 26. 

February 21 was on Wednesday, February 22 was on Thursday, 
Washington’s Birthday, and I believe the meeting was held on Fri- 
day, Febru: ary 23. 

Mr. Warren. Will you state who was present ? 

Mr. McKniaut. My recollection is that there were about a dozen 
people. The ones I knew or remember were Charles Merrill, myself, 
Mr. Fischnaller and his son, Mr. Kadow, and I believe Fred Chase 
in my office was present at that meeting. There were other people 
there in the DMA setup who I did not know and don’t remember. 

Mr. Warren. Who did you understand Kadow to be at the 
meeting ? 
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Mr. McKnicur. I understood he was in Secretary Chapman’s of- 
fice who had something to do with Alaskan things. 

Mr. Warren. Did you have any knowledge that he was going 
with the United States Tin Corp., that he had “signed a contract with 
them ¢ 

Mr. McKnieur. No, sir. 

Mr. Warren. Was the 25-ton mill discussed at that meeting? 

Mr. McKnieur. My recollection very definitely is that I was pres- 
ent when the idea of a 25-ton mill was broached to Mr. Fischnaller. 
It is my recollection that it was at this meeting which I speak of at 
which Mr. Kadow was present. I believe that was the first time Mr. 
Fischnaller knew that the Non-Ferrous Metals Committee was con- 
sidering something less than he had asked for. 

Mr. Warren. I believe someone recommended a 10-ton mill to be 
gin with, is that correct ? 

Mr. McKnieur. I had originally turned the application over to Mr. 
Fred Chase in our organization. He had been for several years in Bo- 
livia, which is a very important producer of lode tin. He was a very 
logical person to turn this over to. His reaction was that the grade 
of ore that had been proved in this ore body that I mentioned, where 
we had seventy-seven-thousand-some-odd tons of ore, was based on 
samples that varied widely from one sample to the next. He was a 
little apprehensive that you could take a high-grade sample and a 
low-grade sample and an intermediate sample in the next 5 feet and 
correctly calculate an average grade that would mean anything. 

So, based on his experience in Bolivia, he recommended that before 
we approved a larger mill that we should have a pilot mill of about 
SPgerd Ay there the fi first year and test out this ore to see not only 
if it ran the grade which I quoted but also if it could be recovered, 
Fd this ern coomllthee Pueetteredl 

-Mr. Warren. Who advanced the 25-ton mill ? 

Mr. McKnieur. This idea was presented to Mr. Fischnaller and 
he immediately pointed out that he didn’t know of a 10-ton mill in 
stock anywhere. I don’t know the details of mining machinery. He 
immediately mentioned where would you get such a 10-ton mill. He 
said that there is a 25-ton mill, a compact mill which is in stock at a 
list price, and mentioned the manufacturer. Then there were other 
people at the meeting who agreed that that would be the logical thing, 
inasmuch as what Mr. Chase had mentioned was a theoretical thing 
that might essentially be a custom mill—I don’t mean a custom mill, 
a mill which didn’t exist and you would have to make it, and here 
was a 25-ton one already made. 

Mr. Warren. Was there any doubt in your mind that Mr. H. R. 
Fischnaller knew that a mill of 25-ton capacity was to be installed at 
that meeting? 

Mr. McKnicur. No, I do not think so. He accepted the idea re- 
luctantly but he was the one who mentioned specifically the make of 
the 25-ton mill. I believe there were people present who knew mining 
machinery and who immediately agreed that made sense. 

Mr. Warren. Mr. Houston, did Mr. Kadow and Mr. Lorain ever 
complain about the critical reports that you had made with regard to 
the miners, the muck-bound mine and conditions at the mine? 

Mr. Houston. No, sir, never to me directly. 

Mr. Warren. Did they complain indirectly ? 
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Mr. Hovsron. I suspect that they did, but to me they never said a 
thing. ; 

The Vice Cuairman. Why do you suspect they did, because it came 
to you through the grapevine ? 

Mr. Houston. From the way Kadow treated me when he came up to 
the mine I suspected he didn’t like me, and the reason presumably 
was the pessimistic reports. 

Mr. Warren. What did you base that on, Mr. Houston, as to how 
he treated you ? 

Mr. Housron. He wouldn’t speak to me. One time when he came 
up for about 2 days, just gave me the cool silent treatment. 

Mr. Warren. Was that about the time you had submitted a report ? 

Mr. Houston. That was after I had submitted my first report. 

The Vice Cuarrman. You didn’t really need the cool treatment up 
there. 

Mr. Houston. That was in the summer. It was pretty warm. 

Mr. McKnicur. May I make one more statement ¢ 

Mr. Warren. Yes. 

Mr. McKnient. As to this possibility of reserves in this area, you 
will have to admit that the exploration that has been carried forward 
to date in depth on this cupola to try to find if there is a large body of 
ore there has so far been disappointing. However, the dike itself, 
which is the ore that they are mining at the present time, has not been 
completely explored and I am not certain how much has been done 
because I haven’t see the reports that Mr. Croston bases his estimates 
on. There has been exploration of that dike eastward beyond the 
level at which the dike was exposed at the time we made our original 
estimate of ore. That ore, as I understand it, has proved to be of as 
good grade as the ore that was exposed at the time we made our rec- 
ommendation as to the tonnage and grade of ore. 

Mr. Warren. Any further exploration at this point would be gone 
about how? Through using the mill or through exploration ? 

Mr. McKwnieur. You would have to do the exploration, and cer- 
tainly at the present time the best place appears to be on the cassiterite 
dike east of the body that is now exposed, until they come to the end 
of the ore chute. They, have under the tonnage and also the grade of 
ore by exploration on that dike gone beyond the stage at which we 
made our first appraisal. 

The Vice Cuarrman. Is your organization brought into the picture 
each time a request for a new loan, an additional loan is made, so that 
the other governmental organizations will have the benefit of your 
views ¢ 

Mr. McKnieur. In any future explorations with which we are con 
cerned now, we are very much concerned. Our men have to pass on 
and approve those plans for exploration. 

The Vice Cuarrman. It would be submitted to you for your ad- 
vice and approval, would it ? 

Mr. McKnieur. That is right, to my organization. I am no longer 
carrying that chore myself. 

The Vice CuarrMan. I mean the organization. Sothey would have 
the benefit of your views in deciding whether they would make an 
additional loan ? 

Mr. McKnieut. Yes, sir. The first thing they do when they get 
these is usually send it to the geologist, because our appraisal is the 
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fundamental thing. If it looks like it is hopeless and won’t produce 
anything, we can make a denial or recommend a denial and pre- 
sumably that settles it once and for all. If we think it is a good prop- 
osition, we recommend accordingly, and then the engineer gives it his 
consideration, and then if ever ything is O. K. there is an exploration 
loan made. 

The Vice Cuarrman. Did you know there is an additional request 
of $403,000 2 

Mr. McKnieut. That I believe is a request, at least as I understand 
the testimony to be given, a request to GSA for money for production. 
But that is not to the Defense Minerals Exploration Administration 
for further exploration. That is to a different governmental group. 
We haven’t had anything to do with that for about 2 or 3 years. 

Mr. Warren. What is the status of the $88,000 request that has 
been made for an exploration loan? The $245,000 or whatever the 
amount is? 

Mr. McKnieur. I would have to ask Mr. Mittendorf. 

Mr. Warren. Mr. Mittendorf will be on later. 

The Vice Cuarmman. Thank you very much, gentlemen. Mr. 
Maxwell Elliott, the General Counsel of GSA, has just come in. I 
believe he has a message of interest. 


TESTIMONY OF MAXWELL ELLIOTT, GENERAL COUNSEL, GENERAL 
SERVICES ADMINISTRATION—Resumed 


Mr. Exasorr. Mr. Chairman, I just wanted to apprise the commit- 
tee of what we are doing and intend to do currently administratively 
with reference to this property. 

First, we are preparing a letter to the Director of Defense Mobiliza- 
tion, which we will send forward this week asking the Office of De- 
fense Mobilization whether or not in light of current circumstances 
there is a defense need for continuing operation of these properties. 
I think that is the first basic question that we have to find out. 

In order not to prejudge the answer to that question, we are recom- 
mending to Mr. Mansure, I say “we”—the Emergency Procurement 
Service, the Comptroller’s Office and myself—that we continue to make 
advances on a limited basis on the bare essentials necessary to keep 
the operation going, and under such safeguards as our Seattle office 
should devise with reference either to an entrustment or counter- 
signature and title retention in the Government with respect to any 
nonexpendable equipment to insure that the proceeds of the advance 
will be properly expended during this interim period. 

Then, sir, if the Director of Defense Mobilization should advise 
us there is no longer a defense need of operation for the properties, 
we will have to try to get out of it in the least expensive way to the 
Government. If they should decide there is a defense need for the 
properties, then we will have to make the further decision as to 
whether the operation should be continued through the United States 
Tin Corp. or whether we should exercise such rights as we have under 
the mortgage and try to find some other operator. But that in gen- 
eral, sir, is a current program. I thought the committee would ‘like 
to know. 

The Vice CaatrmMan. Thank you, sir. 
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Mr. Warren. Are there enough funds now to go along temporarily ? 

Mr. Extrorr. I believe that is correct, is it not, Mr. Russell ? 

Mr. Russetu. Yes. 

The Vice Cuarrman. That is on the last advance? 

Mr. Exxiorr. Yes. Before we go ahead on any additional money, 
an any $400,000 or anything else, whether we put it indirectly the loan 
or anything else, we would first get answers to these two basic ques- 
tion, one, is there a defense need, and, if so, in light of all cireum- 
stances, what is the best way the property should be operated ? 

Mr. Warren. I believe the meeting you refer to was the one that 
was held today, is that correct ? 

Mr. Exuiorr. Yes. 

Mr. Warren. Would you state who attended the meeting, Mr. 
Elliott ? 

Mr. Exuiorr. Mr. Medley, our comptroller, Mr. Johnston Russell, 
Mr. Byron Harding and myself. That meeting actually was a sup- 
plement to a meeting that we held last Friday, an internal GSA meet- 
ing, at which Mr. Russell, Mr. Harding and I were present, and also 
Mr. Croston and Mr. Wilder, who is the Acting Commissioner of 
EPS. I am not sure it was last Friday. It may have been last 
Thursday. 

The Vice CHatrman. Thank you very much indeed for your cour- 
tesy in bringing us up to date on this. 

Our next witness is Mr. C. C. Mittendorf, Administrator, DMEA. 


TESTIMONY OF C. 0. MITTENDORF, ADMINISTRATOR, AND J. L. 
CHAMBERS, CHIEF, CONTRACT ADMINISTRATION AND AUDIT 
DIVISION, DEFENSE MINERALS EXPLORATION ADMINISTRATION, 
AND JOHN R. HOFFLUND, ASSISTANT SOLICITOR, DEPARTMENT 
OF THE INTERIOR—Resumed 


Mr. Mirrenvorr. Mr. Chairman, Mr. John Hofflund, Assistant So- 
licitor, Department of the Interior, is here. I would like to have him 
seated with me. We were both sworn before. 

The Vice Cuatrman. Yes. Will you identify yourself again? 

Mr. Mirrenvorr. I am Clarence Mittendorf, Administrator, De- 
fense Minerals Exploration Administration. 

The Vice CuarrmMan. Will you identify yourself, sir? 

Mr. Horrtunp. I am John H. Hofllund, Assistant Solicitor for 
Defense Minerals. 

Mr. Warren. Mr. Mittendorf, can you tell us what exploration 
had been planned by the Bureau of Mines before this $226,000 loan 
was made? 

Mr. Mrrrenvorr. No, I am sorry. I can’t tell you what their long- 
range program has been in that Alaska territory. I have knowledge 
of the fact that for 1951 and for 1952 they have planned to expend in 
the neighborhood of $50,000 each year doing some of their own work. 

Mr. Warren. Do you depend largely on the field team recommenda- 
tions in the granting of these exploration loans ? 

Mr. Mirrenporr. I depend almost wholly upon them. The DMEA 
is a small group, an operational group. We have no field men as such. 
We rely upon the United States Geological Survey and the Bureau of 
Mines for technical services. 

51710—54—-35 
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Mr. Warren. Will you state on what date you made an explora- 
tion loan for $226,000, I believe ¢ 

Mr. Mirrenvorr. On August 25, 1952. 

Mr. Warren. Had there been previous exploration loans prior to 
this loan ? 

Mr. Mrrrenvorr. No, this is the first and only one. 

Mr. Warren. I was under the impression there had been explora- 
tion before. 

Mr. Mrirrenvorr. Carried on by other funds, Bureau of Mines ap- 
propriated funds but not under the DMEA appropriated funds. 

Mr. Warren. In the case of the United States Tin Corp., did the 
field suggest an exploration program involving $969,840 on a 90 to 10 
participating basis ¢ 

Mr. Mrrrenporr. Yes, they did. 

Mr. Warren. Will you set forth what the field team recommenda- 
tion revealed ¢ : 

Mr. Mirrenvorr. Well, it was a detailed recommendation based 
on the application made by the United States Tin. It was different 
in only slight respects. I don’t believe I have it with me. It went 
on to rationalize all targets. This application came in as a large one 
having 3 or 4, or perhaps a half a dozen geological targets. The field 
team commented on each one. I could not enumerate their detailed 
recommendations other than they approved of it almost in its entirety. 

Mr. Warren. Was that field team report signed by Mr. S. H. 
Lorain ? 

Mr. Mirrenvorr. It was. 

Mr. Warren. His recommendations were usually high, were they 
not ? 

Mr. Mrrrenporr. Yes. 

Mr. Warren. How did you arrive at the basis of $226,000 on the 
exploration loan ? 

Mr. Mrirrenporr. Well, the way—first, I would like to say how 
DMEA operates. AI] applications are submitted by an operator and 
then first come to the attention of the DMEA operating committee. 
We operate entirely through a committee composed of myself, the 
Director of the Geological Survey and the Director of the Bureau 
of Mines. After these applications are reviewed, 1 copy goes to 
my representative, 1 copy to the Survey representative, and 1 to 
the Bureau of Mines. We in DMEA expect and do get an evalua- 
tion from these two departments with whom we work on the merits 
of the application. My man also evaluates it and then all 3 get to- 
gether, and then they decide the extent to which they should approve 
the application. They make their final recommendation which passes 
back through the operating committee for action, and if it is ap- 
proved it comes to me for signature. 

Now, all of the men in Washington who had evaluated that orig- 
inal application came out with the unanimous opinion that it was a 
little bit too ambitious at this time, and that some of the targets were 
quite speculative. We have knowledge of the fact that the company 
was seriously involved financially. We thought the better approach 
would be to approve a much smaller project, closer within the area of 
their mining activity, one that would have the greatest potentials 
and try that one first and see how it would work out first. 
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Mr. Warren. Did this exploration bring forth any new ore? 

Mr. Mirrenporr. No, it did not. The net result of the DMEA ex- 
ploration was that it probably decreased the tonnage of ore that was 
inferred by the previous drilling, in other words, it was disappoint- 
ing. We didn’t find what we expected to find or confirm what was 
inferred by previous information. 

Mr. Warren. Do you know pretty well in your office what ore is 
there, Mr. Mittendorf, or is that beyond the scope of your office ? 

Mr. Mirrenporr. No, we rely again on the field team. The latest 
report we have from that source, and I might say that the ore show- 
ings have been sampled three different times in an attempt to get 
results that will check, the last report which is a composite of all 
the sampling done to date, it would appear that there is in the neigh- 
borhood of about 340,000 tons of ore disclosed or indicated by the 
work done under this exploration project, and that the ore will av- 
erage in the neighborhood of four-tenths of 1 percent tin. 

Mr. Warren. Is that high-grade or low-grade ore ? 

Mr. Mrrrenporr. Low-grade ore. 

Mr. Warren. Do you think it could ever be a profitable operation ? 

Mr. Mirrenvorr. Not on that tonnage and that grade. 

Mr. Warren. About the most the Government could ever hope for 
would be to break even on this project, isn’t it? 

Mr. Mirrenporr. Speaking of my—I say “my”—DMEA project, 
of course, there is little likelihood, as the project stands today, that we 
would get anything back from what we have advanced. 

Mr. Warren. In that connection, will you state just what the finan- 
cial arrangement is in the DMEA projects? 

Mr. Mirrenporr. The DMEA has regulations under which it oper- 
ates and they are published in the Federal Register. We have a stand- 
ard form of contract. The criteria is published, allowable cost, the 
rules of repayment and all those regulations are published. When 
DMEA approves a project, approves specific units of work to be done, 
the allowable costs for that work are stipulated in the contract. When 
any contract is executed by the Government, the operator is obliged to 
first perform the work. He has to put up 100 percent of the cost, and 
we reimburse him on a monthly basis. He submits a statement, a 
report, which is a combination voucher and progress report that has 
been worked out with the General Accounting Office, and it carries 
with it a certification that all of the statements contained therein are 
true, and that the costs have been incurred pursuant to the terms of 
the contract. This form is submitted by the operator to the local 
DMEA representative each month. It is then checked by the field 
team. Two technical men must endorse the voucher as being in con- 
formance with the terms of the contract, and a third man, a certifying 
officer, must then sign it, and at that point the operator is reimbursed 
by a Government disbursing officer. 

Mr. Warren. What were you to accomplish with that $226,000? 
Did you accomplish what you set out to do or did the funds run short ? 

Mr. MrrrenporF. We only accomplished about two-thirds of the 
physical work that we hoped to accomplish when we entered into the 
contract. 

Mr. Warren. Do you think all of the intermingling of the funds 
that has come into the hearing from time to time might have affected 
that ? 
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Mr. Mrrrenporr. No, I don’t think so. There could be no inter- 
mingling of funds in the sense that they are in the same basket and 
mixed up because we don’t put up funds until they are spent by the 
operator and then we only reimburse him to the extent of the Govern- 
ment’s agreed share of the costs. 

Mr. Warren. Can you state how much money was put up by the 
operator in this particular loan ? 

Mr. Mrrrenporr. We knew that the operator had submitted claims 
for $223,000. We have honored claims in the amount of $183,060. 

Mr. Warren. Is that the correct figure, Mr. Mittendorf, $183,060, 
the total expenditure ? 

Mr. Mirrenvorr. Pardon me for referring to my auditor. 

Mr. Cuampers. $183,060. The operator has claimed $223,051.15 as 
having been incurred in expenses. We have reimbursed him $183,060. 

Mr. Warren. Did you know the source of those funds, Mr. Mit- 
tendorf ? 

Mr. Mirrenvorr. The source of the operator’s share of the 

Mr. Warren. Yes. 

Mr. Mrrrenporr. No; I don’t know positively. When an operator 
submits an application he has to make the statement as to whether or 
not he is prepared to carry his share of the costs and how he expects 
to furnish the money. In this case the United States Tin Corp. stated 
they would furnish it in cash. While we were considering this ap- 
plication, and at that time we knew that this company was in financial 
difficulties, we extracted two more statements from them as to their 
ability to hold up their end 

Mr. Warren. Financial statements ? 

Mr. Mrrrenpvorr. No; just a statement, as to whether they were 
prepared to furnish their share of the project costs. One was a tele- 
gram from Fischnaller, wherein he replied that the stockholders were 
willing to buy $25,000 worth of stock, in the form of new money to 
hold up their end of this project. 

Mr. Warren. Is there a pending application for another DMEA 
loan now ? 

Mr. Mrrrenvorr. Yes, there is. 

Mr. Warren. Will you state what the status of that is? 

Mr. Mrrrenporr. It is under consideration. I will explain briefly. 
The new application, the pending amendment, came in for $285,000 
worth of additional work. We gave the request a preliminary analy- 
sis here in Washington in cooperation with the Bureau of the United 
States Geological Survey, and came to the conclusion that we were 
justified in approving only about $80,000 or $90,000 worth of addi- 
tional work. The reason we desired to — further is that right 
at the present time all of the money we have spent for this entire 
project seems to ke in a sort of obscure state as to its real effect. We 
feel that a small amount of additional work is required. When we 
revised that application for $285,000 down to $88,000 we again sent 
it back to Alaska for the field team’s comments. The field team wrote 
back and they did not go along with us in some respects. 

Mr. Warren. Was that Mr. Lorain? 

Mr. Mrrrenvorr. Yes, Mr. Lorain and Mr. Sainsbury. At this 

oint I would like to say when we refer anything to the field and when 
it comes back with a comment, the field team’s comments are signed 
jointly by Mr. Lorain and the Survey representative in that area, so 
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they are endorsed by both the Survey and the Bureau. Their report 
was returned to us with suggestions, and some of the suggestions we 
didn’t feel like going along with. We wrote back again. "That is the 
present status of this pending amendment. There are a few differ- 
ences of opinion between Washington and the field team as to just 
what additional work should be done. 

Mr. Warren. Mr. Mittendorf, in the testimony here in connection 
with the intermingling of funds, are you taking any action to be sure 
that that doesn’t happen in future projects? 

Mr. Mirrenvorr. Well, again, I don’t run the risk of running into 
any problem of intermingling of funds, because again they have to 
do the work and they have to show documentation that the costs were 
incurred, and we have to confirm that the work was done, and then 
at that point we reimburse them for our share of the cost. 

Mr. Warren. In this case you didn’t get the amount of work done 
that you anticipated would be done? 

Mr. Mirrenvorr. Yes, that was due to a series of circumstances, 
mostly the fact that the geology was so far different than expected. 
To clarify your thinking here, the GSA money advanced for the mill 
and production project involves an area above the adit level, above 
what they call the No. 3 adit. There are known reserves above that 
adit that they are developing. The DMEA project is 400 feet below 
that level. We did not find the geological conditions down there at 
that depth that we expected to find. 

The project, in a way, broke up because the geology was so com- 
plex that we lost our continuity of direction. You don’t make your 
line drives, go to your objective points that you foresaw in the first 
instance. In addition to that, they ran into extremely heavy ground 
that required heavy timbering. Those two factors made the cost run 
considerably higher than it should. We hoped to accomplish 3,300 
feet of work down at that level and we accomplished only about 2,100 
feet. 

Mr. Be.uino. We have a memorandum to the Acting Administrator 
from the General Counsel, I believe, Mr. Hofflund. The Acting Ad- 
ministrator would be Mr. Mittendorf. 

Mr. Mrrrenvorr. Right. 

Mr. Betxr1no. There is a section: 


The following administrative considerations are for your determination. No.1, 
nothing in this memorandum is intended to pass any judgment on the merits 
of the proposed exploration project as such. If it is deemed to be prospect for 
exploration, the prior financing by other Government agencies whether well or 
fully advised, does not seem to change that prospect. However, the prior 
financing by other Government agencies and the manner in which the money 
was used and accounted for, and work accomplished does certainly have a bear- 
ing on the responsibility of the applicant for further financing for exploration. 
It is not the policy of DMEA to enter into exploration project contracts with 
applicants which are deemed to be incompetent or unreliable, and I think DMEA 
can and should consider what the applicant has already done with the large 
sums of money previously advanced. One reason advanced by GSA for enter- 
ing into this project is that it offers some possibility of recoupment by the Gov- 
ernment of the sums already expended, and it seems to follow that the 
responsibility and reliability of the applicant should be subject to closer ex- 
amination and consideration than might be the case where the Government 
was not already so deeply involved. 


I thought you might want an explanation in view of that state- 
ment from Mr. Hofflund to Mr. Mittendorf. 
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Mr. Warren. Can you give us an explanation of that Mr. Hofflund? 

Mr. Horriunp. It seems to speak pretty well for itself as far as 
I can ascertain. I just don’t know what nature of explanation is 
desired. 

Mr. Betxzrno. What Mr. Mittendorf may have done as a result of 
being so advised by Mr. Hofflund. 

Mr. Mrrrenporr. I would like to comment. 

Mr. Warren. Will youstate what the date of that is? 

Mr. Beturno. This is a memorandum dated June 6, 1952, from Mr. 
Hofflund to the Acting Administrator regarding the United States 
Tin Corp. 

Mr. Mrrrenporr. Well, I think it is very important to know a little 
bit more about the background. 

The Vice CuarrMan. Give it to us as concisely as you can. We 
have one more witness, and it has been a Jong day. 

Mr. Mrrrenporr. I had Mr. Hofflund in my office one morning and 
I was discussing certain phases of this deal which bothered me a 
little bit. The whole gist of why that came up was this, that I had 
taken the position for the purpose of DMEA that in putting this deal 
through that they were going to have to satisfy all the regulations, 
that I would not waive any of them. What I had in mind at that 
time was the subordination of the agreement with the Seattle bank. 
I was going to insist upon an owner’s consent to lien because these 
people were operating under a contract and I didn’t want to ce 
Government money in there and wake up someday to find they didn’t 
have the property and I wouldn’t have a lien on it, and there wasn’t 
any ore. 

Certainly, I was going to insist on a subordination agreement from 
GSA and approval by the Federal Reserve System because they had 
so tied up this company that they could take off all the money, and I 
didn’t want to put any money in there and find the ore and then find 
1 was the low man on the totem pole and not get anything. So I 
called counsel in and told him I was going to stand on that. I wanted 
to know my legal rights to stand on those points. Well, at that time 
we were operating under delegated authority from DMPA. They 
held the responsibility and they delegated me that authority, or In- 
terior that authority, to conduct the exploration program. ‘They 
could, I thought, very well at that point instruct me to enter into 
this deal short of these fiscal arrangements that I wanted male. I 
discussed that with Hofflund, and the first part of his memorandum 
you will see, Mr. Bellino, points out his opinion that I could waive 
those, the conditions that I did not want to waive, but the second part 
he throws in, gratuitously, that I could throw the guy out if I didn’t 
think he was any good. I didn’t have enough grounds to write a man 
a letter to that effect when another Government agency was advanc- 
ing more money to him. I would run the risk of being on the hot 
seat 

Mr. Warren. You would have all the ground you need on this ex- 
ploration loan, wouldn’t you ? 

Mr. Mirrenvorr. What I will do on the next exploration Jozn— 
the Government, we would like to see more work, and we would 
really like to see more exploration work done there. If we approve 
another loan, we will draft a different form of contract. It will be a 
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anything until the units of work are actually performed and after 
the tape is stretched and the progress measured, payment will be made. 
The Vice Cuarrman. Thank you very much for coming back. Pe 
W. R. McKinnon, Chief, Tin Division, Office of P roduction, RFC, 
our next witness. 
Do you solemnly swear the testimony you are about to give to be the 
truth, the whole truth, and nothing but the truth, so help you God ¢ 


TESTIMONY OF WYLIE F. McKINNON, DIRECTOR, OFFICE OF TIN, 
FEDERAL FACILITIES CORPORATION 


Mr. McKinnon. I do. 

The Vice CuarrMan. Will you state your name, address and title 
for the record ? 

Mr. McKinnon. My name is Wylie F. McKinnon. I am Director, 
Office of Tin, Federal Facilities Corporation. Prior to July 1 we were 
RFC. 

The Vice CHarrMan. That is a new corporation that has just come 
into existence ? 

Mr. McKinnon. Yes, sir. My office was in RFC prior to this. 

The Vice Cuarrman. That is the new corporation that has taken 
over certain liquidating-——— 

Mr. McKinnon. No, just the operating units, synthetic rubber and 
tin. 

Mr. Warren. Mr. McKinnon, will you state what authority you 
operate under in the purchase of tin for RFC and the successor 
agency ¢ 

Mr. McKinnon. Public Law 125, 80th Congress. 

Mr. Warren. Have you purchased tin from the United States Tin 
Corp. ? 

Mr. McKinnon. Yes, sir. 

Mr. Warren. Could you give us the amount of tin according to the 
date of each purchase in pounds and dollar figures ? 

Mr. McKinnon. Yes, sir. The first contract of which I have any 
record 

Mr. Warren. I will ask you first if this is a fiscal year or calendar 
year ? 

Mr. McKinnon. I had it by dates, sir, and there is only one. Our 
first contract was in 1949. The date is September 15. We made a 
contract for 200 long tons of concentrates. None was delivered and 
we rescinded the contract. The next contract was the 26th of March 
in 1951 for 50 long tons of concentrates. That was delivered. It con- 
tained 34.055 long tons of tin. The 50 tons is concentrates. 

Mr. Warren. The year is- 

Mr. McKinnon. March 1951. 

Mr. Warren. Those are the delivery dates ? 

Mr. McKinnon. No. The date I gave you was the date of the 
contract. Delivery would be 3 or 4 months after that. 

Mr. Warren. Do you have the exact delivery dates ? 

Mr. McKinnon. I think so, sir. 

Mr. Warren. I think it might be important, and when payment 

was made and the amount of payment. 

Mr. McKinnon. That particular contract was part metal and part 
concentrates delivered. We have our first shipment received in May 
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29, 1951, received 13,773 pounds of metal. On June 2, 1951, we re- 
ceived one carload of concentrates. 

Mr. Warren. What was the price? 

Mr. McKinnon. The total amount was $132,490.65. 

Mr. Warren. On what date did you make that payment ? 

Mr. McKinnon. There was a preliminary payment made. I don’t 
pick that off instantly. The final payment was made on July 11, 1951. 

Mr. Warren. What was the next tin you received ¢ 

Mr. McKinnon. The next contract was made on the 3d of March 
1952 for 30 long tons of concentrates which was received and contained 
20.621 long tons of tin. The payment on that was $53,541.83. 

Mr. Warren. What date was that payment made? 

Mr. McKinnon. Final payment was made on November 25, 1952. 
Provisional payment was made on October 7, 1952. 

Mr. Warren. Then when did you receive the next shipment of tin ? 

Mr. McKinnon. The last contract was made on November 7, 1952. 
The latter part of the same year, 54 long tons of concentrates. It con- 
tained 23.337 long tons of tin. Payment on that was made in two pay- 
ments. Final payment was $56,374, paid for the concentrates. It also 
included a couple of tons of tin hydroxide that we paid $2,563.30 addi- 
tional for. 

Mr. Warren. The date, please, sir ? 

The Vice Cuatrman. Do you know what the United States Tin Co. 
did with the proceeds of the money that you paid for this? Did they 
pay that to the bank ? 

Mr. McKinnon. I wouldn’t know, sir. We merely paid regular 
check. 

The Vice Cuarrman. I wondered if it was in your contract or not? 

Mr. McKinnon. No, we were merely buying and paying for the 
material received. 

In answer to your question, the final payment for the concentrates 
was made on February 2, 1953, and the payment for the tin hydrox- 
ide was made on April 22, 1953. 

Mr. Warren. Do you know whether the United States Tin Corp. 
sold any of its products to any agency or business other than the 
RFC? 

Mr. McKinnon. I could not say that definitely. I have always 
thought they did, sir. 

Mr. Warren. You thought they did? 

Mr. McKinnon. Yes, because as you can see, we did not get any- 
thing from them, and I know that they have solicited offers for them 
from other sources. 

Mr. Warren. Who else would have been buying tin ? 

Mr. McKinnon. When their material is pure enough there are 
some secondary smelters who could use it. Whether they ever bought 
it or not, [am not sure. For a short time a couple of years ago there 
was a smelter in Jersey that was trying to get started and they may 
have bought some. I do not have any knowledge of any definite 
transaction. 

Representative Brown. Did the Texas people buy any ? 

Mr. McKinnon. The smelter at Texas, sir, is under the RFC and 
we purchase all the ores up here. They only operate the smelter. 

Mr, Warren. At what point did you receive delivery of the tin? 
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Mr. McKinnon. At the smelter, siz 

Mr. Warren. It was sold—— 

Mr. McKinnon. Delivered to the smelter. We make our payments 
after arrival at the smelter. 

Mr. Warren. Could you summarize for us very briefly just what 
part the RFC played in the purchase of tin? 

Mr. McKinnon. Well, we built the smelter, started construction 
in 1941 and the smelter started to produce in 1942. Immediately after 
Pear Harbor RFC was made the exclusive importer of tin into the 
United States. It remained in that position until about August 1949 
when the right to import was returned to industry. That condition 
remained until the spring of 1951, following the outbreak in Korea, 
and on March 12, I believe it was, RFC was again made exclusive im- 
porter. To sum it up, for the last, you might say, 14 years, since 
1940, when we first started to purchase, RFC has been the purchaser 
of all tin for the United States and the seller of such tin as the Gov- 
ernment has sold. 

The Vice Cuarrman. And you are continuing that at the present 
time ? 

Mr. McKinnon. Of course, industry imports its own needs now 
but we do all of it for the Government. 

Mr. Warren. You continue to make purchases for the stockpile of 
tin ? 

Mr. McKinnon. The tin that I have is being sold toGSA. At the 
present time the mineral stockpile is considered filled. I can’t an- 
swer that question but it goes in the stockpile. 

Mr. Chairman, may I insert a question here. This company, 
United States Tin Corp., within the last 10 days have offered me an 
additional lot of tin, 550 tons of concentrates, 330 of which are sup- 
posed to be on the way down from Alaska now and the other 220 are 
expected in the latter part of October. Under normal circumstances 
I would purchase that. Considering that this hearing is going on, 
I wanted to call it to the attention of the committee before I did pur- 
chase it. Isthere any reason why I should not ? 

The Vice Cuarman. I think you will have to use your own judg- 
ment on that. It is a question I couldn’t answer as one member of the 
committee. 

Mr. McKinnon. I think my question would be, sir, unless the com- 
mittee would have an objection I would buy it. 

The Vice Cuamman. What would be the objection to buying it, sir? 

Mr. McKinnon. From our knowledge there is no objection, and I 
worl expect by the mere fact that this company is being investigated 
that the committee would want to know that this transaction is pend- 
ing. That is all. 

Mr. Warren. What would the terms of the contract under which 

ou purchased the tin for the United States Tin Corp. be? Would that 
be a fixed price? 

Mr. McKinnon. Part of them were, sir, and part of them were on 
the basis of market. Depending on the conditions prevailing at the 
time and what we were purchasing under. 

Mr. Warren. Did you receive on the average higher than market 
price for the tin? 

Mr. McKinnon. No, sir. 
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Representative Brown. Off the record. 

( Discussion off the record.) 

Mr. Warren. Mr. Elliott, can you make a statement on that point 
as to where the money will go if Mr. McKinnon purchases this tin. 

Mr. Exxiorr. If it is with the permission of the chairman, sir, I 
would rather have Mr. Russell answer that question because I think 
he is more familiar with the actual financial details. 

Mr. Russevu. My recollection of the conditions are that proceeds of 
any sale of concentrates are required to be deposited in the bank ac- 
count by United States Tin Corp. and the proceeds therefrom are ear- 
marked, first, for the repayment of the bank loan. Thereafter, I take 
it in the absence of any other action by General Services the balance 
would be applicable to the excess to General Services. 

The Vice Cuatrman. Applicable to what? 

Mr. Russexu. In its debt to General Services and in the absence of 
any action by the administration. 

Mr. Warren. That would prohibit the check being made out to the 
United States Tin Corp., would it ? 

Mr. Russexii. No, I think that the check would be drawn to the 
United States Tin Corp. 

Mr. Warren. It seems to me that is an administrative matter which 
the General Services Administration and your office should work out 
in the interest of the Government. 

Mr. Extiorr. Mr. Warren, if that was addressed to me, I quite agree. 
I think we should get together with Mr. McKinnon so that we can 
jointly devise a procedure that will safeguard the proper application 
of the proceeds. 

Mr. Warren. Do you think that will provide a workable solution ? 

Mr. McKinnon. Yes, sir. I thought something like that would be 
wanted. That is why I brought the point up. 

Mr. Warren. We appreciate your bringing it to the attention of 
this committee. 

(The following was later received for the record :) 

FEDERAL FACILITIES CORPORATION, 
Washington, D. C., July 30, 1954. 
Hon. Homer E. CAPEHART, 


Chairman, Joint Committee on Defense Production, 
Senate Office Building, Washington, D. C. 


Dear Senator CAPEHART: On July 21, 1954, Mr. Wylie F. McKinnon of my 
staff appeared before your committee in the hearings regarding the United 
States Tin Corp. 

The committee was advised that the United States Tin Corp recently had 
offered to sell approximately 550 long tons of tin concentrates to this Corporation 
for delivery during 1955. The committee expressed the wish that some pro- 
vision be worked out to protect the Government’s interest. It was agreed that 
General Services Administration and this Corporation should work out some 
method of assuring proper handling of any funds paid by this Corporation. 

Attached are copies of the correspondence on this subject. Please note the 
payment provision as outlined in our letter of July 23, 1954, to General Services 
Administration and approved by Mr. Johnston Russell. 

Sincerely yours, 


LAURENCE B. Rossins, Administrator. 
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FEDERAL FACILITIES CORPORATION, 
Washington, D. C., July 23, 1954. 
Re United States Tin Corp.: Purchase of tin concentrates. 
GENERAL SERVICES ADMINISTRATION, 
Washington, D. C. 


(Attention: Mr. Max Medley, Comptroller.) 


GENTLEMEN : Receipt is acknowledged of your letter of July 22, 1954, advising 
that you have made arrangements requiring the United States Tin Corp. of 
Seattle, Wash., to consent to the inclusion in its contract of sale to us of a 
provision whereby the check we issue in payment would be payable to that 
corporation for deposit in the Seattle Trust & Savings Bank, Seattle, Wash. 

In accordance therewith we suggest that the provision which you desire 
should read as follows: 

“Payments for the tin contained in concentrates delivered hereunder shall be 
made to seller by buyer’s check mailed direct to the Seattle Trust & Savings 
Bank, Seattle, Wash., such check to be made payable to the order of ‘Seattle 
Trust & Savings Bank for deposit to the account of the United States Tin Corp.’ ” 

You will note that our suggested language uses the name “United States Tin 
Corp.,” that being the name which has always been used by that corporation 
in transactions with us, whereas your letter uses the name “U. S. Tin Corp.” 

We assume that the second paragraph of your letter referring to disburse 
ments is informative only, since we are not in position to control the disburse- 
ments from that account. Accordingly, no provision relating to disbursements 
is contemplated. 

If the foregoing does not meet your requirements and you wish any changes, 
please advise. If the foregoing is satisfactory please indicate your approval by 
signing the attached duplicate of this letter. 

Very truly yours, 
W. F. McKinnon, Director, Office of Tin. 

Approved July 27, 1954. 

GENERAL SERVICES ADMINISTRATION, 
By JOHNSTON RUSSELL, Comptroller. 


GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., July 22, 1954. 
Re: United States Tin Corp.: Sale of tin concentrates. 
Mr. W. F. McKINNon, 
Director, Office of Tin, Federal Facilities Corporation, 
Washington 25, D. C. 

Dear Mr. McKinnon: In confirmation of your discussion today with Mr. Russell 
of my office, arrangements have been made requiring the United States Tin 
Corp. of Seattle, Wash., to consent to the inclusion in its contract of sale to you 
of a provision that the check to be issued by you in payment shall be made pay- 
able to the United States Tin Corp. for deposit in the Seattle Trust & Savings 
Bank, Seattle, Wash. 

Disbursements from such account are to be subject to counter signature by 
an official of our Seattle regional office, and it is requested that the check be 
mailed directly to the bank. 

We would appreciate your seeing to it that the contract contains a suitable 
provision to this end. 

Cordially yours, 
MAx MEDLEY, Comptroller. 


Representative Brown. Off the record. 

( Discussion off the record. ) 

Mr. Warren. Mr. McKinnon, the funds for the purchase of tin, 
where are those funds derived from? Are they RFC funds? 

Mr. McKinnon. Yes, sir, they are all RFC funds, sir. When I 
resell to the stockpile, then I get reimbursed. It is a sale to them. 

The Vice Cuarrman. And if you sell to the public, you get reim- 
bursed that way ? 

Mr, McKinnon. That is right. 
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The Vice Cuamman. Do you have anything, Mr. Bellino? 

Mr. Beturno. Yes, sir. 

The Vice Cuarrman. Not too much, I hope. 

Mr. Betirno. Mr. McKinnon, were you contacted by Mr. Fisch- 
naller in connection with the purchase of tin prior to January 27, 

1951? 

Mr. McKinnon. I think so; yes, sir. 

Mr. Bexxrno. Would you tell us why you did not decide to pur- 
chase the tin he had to offer you prior to January 1951. In other 
words, the placer season ended about 1950 and he had some tin ready 
to sell. Will you tell us why it was not purchased by the Govern- 
ment prior to February, or the date that is on that memorandum to 
Mr. Sheen, instructing them to prepare a contract ? 

Mr. McKinnon. February 23, I believe. I don’t remember the 
date on which he contacted me for that particular sale. There was a 
contract in 1949. I had talked to him about tin before that. 

Mr. Beturno. Are you a friend of Mr. Fischnaller. 

Mr. McKinnon. Yes. 

Mr. Betiino. You have been for years? 

Mr. McKinnon. Since about 1949. 

Mr. Beiirno. Have you been entertained by Mr. Fischnaller? 

Mr. McKinnon. No, sir. 

Mr. Betiro. Did you receive any gifts from Mr. Fischnaller? 

Mr. McKinnon. No, sir. I never saw Mr. Fischnaller outside of 
my office in my life except at a hearing. 

‘Mr. Betrino. I would like to read into the record a letter dated 
January 27, 1951, from Harry Fischnaller to Bob and Henry on sta- 
tionery of the Hotel Washington, wherein he states : 

McKinnon now has the authority for the first time to buy tin metal for the 
General Services Administration. He could always buy concentrates and has 
done so for years. He has been unable to buy any metal tin in the few days 
he has had authority. Have not seen him since he got the okay on metal pur- 
chases. Have purposely stayed away from him, getting all my dope from the 
friendly assistant of his. Will see him Monday. 

Will you tell us why he would purposely stay away from you? 

Mr. McKinnon. I never heard of that before. I do practically all 
the purchasing. SoI don’t know why. 

Mr. Betirwo. On January 30, 1951, in a letter from Harry to “Dear 
Friends” on the stationery of the Hotel Washington : 

Think I now have a firm deal with McKinnon to deliver him either tin or 
concentrates between now and April 30. Price and written contracts will be 
made as soon as the price-freeze boys give him a figure. It will be a good price, 
I am sure. 

Do you have any explanation that you can give us as to why you 
have to wait until the price freeze is put on and a high price is put 
on this tin which has been at Lost River since 1950? 

Mr. McKinnon. No, I don’t think that is exactly it. We have al- 

yays had the authority to buy tin. At times when RFC was not the 
euctuiben importer we did not buy tin metal because we had no need 
for tin metal because industry could import its own. We always 
bought concentrates because we needed to supply the smelter. The 
price freezing that he talks about did come in about that time. The 
price was frozen on January 26, I believe, as of the highest price that 
a seller had in the period about a month long. RFC was selling its 
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tin on the average of a week in the market. That proved to be $1.827. 
We had to get that confirmd with OPA. I don’t remember any cir- 
cumstances why I would have told him that I had to wait for that 
price. I had been paying $1.827. 

Mr. Betiino. What price did you pay him as far as the contract 
was concerned ? 

Mr. McKinnon. The contract was on the basis of $1.80, and he had 
to pay the freight as far as Chicago. 

Mr. Beturno. The quality of the tin was such that you paid him 
considerably less? 

Mr. McKinnon. Yes, to get that price, he had to have grade A tin, 
which I did not think he could produce and which he did not produce. 
So then I accepted this 13,000 pounds, around 6 tons, a little less than 
6 long tons, on the basis of that, that it was still in concentrates. On 
that basis we paid $1.78 and he delivered it to the smelter and from 

31.78 we subtracted all the usual deductions of metal loss, impure 
penalties 

Mr. Beutirno. And brought it down to about $1.20? 

Mr. McKinnon. I don’t believe it would come that low. It might 
have. I would have to check that. It was only paid for—in other 
words, we gave no recognition that he had made metal out of it be- 
cause it wasn’t good metal. We paid for it as if it were still in the ore 
and we had to do the treatment. 

Mr. Betuino. Did Mr. Kadow contact you during the February 
1951 period ? 

Mr. McKtnnon. I have never seen Mr. Kadow but a couple of 
times. I don’t believe that I saw him until later than that. Most of 
my dealings were with Mr. Fischnaller. I understood Mr, Kadow 
same into the picture later, and he came in and introduced himself 
one day and said he was going to handle this thing from now on. 

Mr. Warren. What did Mr. Kadow want when he came around? 

Mr. McKinnon. I took it only that he wanted to make himself ac- 
quainted. The only thing I ever remember of him talking to me about 
wanting something is that he felt that somewhere he should get Gov- 
ernment assistance in establishing a plant on the west coast to separate 
his tin and tungsten. I told him this wasn’t the place to get that help. 

Mr. Beturno. And in that connection, I would like to read from 
your organization a letter dated October 15, 1951, to the Administrator 
in which you say : 

Mr. Kadow seems to think the Government should pay for all exploration and 
development of the Alaska properties and to finance a smelter on the west coast 
to eliminate the freight problems he now faces. His theory is that it is in the 
national interest to develop tin ores and a smelter should be built for him to 
break up a monopoly which Wah Chang has as the only separator of tin-tung- 
sten ores. I advised Mr. Kadow as long as he had a loan sufficient for ail work 
he could do this winter it would be best to complete that phase of his develop- 
ment. If by next spring his work showed promise, he would receive careful con- 
sideration as to any plans for future expansion. 

Would you also tell the committee as to what type of operation was 
going on up at Lost River? We have been listening to an operation of 
a tin mine. Will you tell the committee what you understand was 
going on according to the October 15, 1951, memorandum ? 

Mr. McKinnon. I don’t think I ever knew. Mr. Fischnaller, as I 
remember, told me once that he felt he had the original lode of the tin 
up there, that it was in his feldspar, he was operating the feldspar, 
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that he would naturally get a lot of tin. However, part of that lode 
had been disintegrated be weather and washed down in the streambed 
and that he could get tin easier by placer operation out of the streams. 
1 never went into it to know just how he did this or what he did. In 
fact, some of the tin that comes to us is high in tungsten and some is 
not. I assume it must be different operations and different sources. 
I didn’t go into that because I didn’t 

Mr. Betuino. Reading from your memorandum : 





For the past few years this company— 
referring to the United States Tin Corp.— 


has been operating a fluorspar deposit near Nome, Alaska. Veins of tin occur 
in connection with the fluorspar and a small production of tin concentrates has 
resulted from this lode operation. Additional small tonnage has been recovered 
from the alluvial deposit below the fluorspar workings. The fluorspar deposit is 
reported as extremely good, and the United States has encouraged the company 
to increase this production. An automatic increase in the tin concentrates by- 
product resulted. 

This definitely gives the impression, I would believe, that Mr. Fisch- 
naller advised you that they were operating fluorspar and not tin, that 
tin was a byproduct of fluorspar. 

Mr. McKinnon. I said that, that his lode is in his fluorspar and as 
long as he was operating fluorspar he could actually get tin. I never 
went into it. 

Mr. Betxrno (reading) : 

Mr. Fischnaller, president of the United States Tin Corp., has always taken the 
view that the tin production would be small and would vary in the ratio of fluor- 
spar production. 

Mr. Warren. Mr. McKinnon, I would like to ask one question in 
connection with the original application in which Mr. Fischnaller 
stated that they produced a grade A tin for which they received a 7 
cent per pound premium price. Could you state if RFC—— 

Mr. McKinnon. No, sir, he never made that statement to me. In 
fact, I don’t think he ever said he produced tin. He hoped to. 

Mr. Warren. This is in the original application for a loan, that he 
received a 7 cent per pound premium price for grade A tin? 

Mr. McKinnon. No, sir, not as far as I ever knew. 

Mr. Warren. I believe he said it was sold on the west coast. Who 
would have bought tin on the west coast ? 

Mr. McKrnnon. There are users out there. 

Mr. Warren. But you didn’t purchase any from him for a premium 
price of 7 cents per pound ¢ 

Mr. McKinnon, No, sir. 

Mr. Warren. Mr. Chairman, I suggest we insert in the record a 
letter dated February 23, 1951, addressed as a memorandum to Mr. H. 
W. Sheehan, signed by Mr. W.F. McKinnon, a letter dated June 10, 
1954, addressed to the Honorable Homer E. Capehart, chairman, 
Joint Committee on Defense Production, signed by Mr. Laurence B. 
Robbins, Administrator, -RFC, and attachments, memorandum dated 
October 15, 1951, headed “Memorandum to the Administrator, re 

Jnited States Tin Corp.,” signed by Mr. W. F. McKinnon, Chief, Tin 
Division. 

The Vice Cuarrman. They may beso marked. 
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(The material referred to follows :) 


RECONSTRUCTION FINANCE CORPORATION, 
Washington 25, D. C., February 23, 1951. 
Memorandum to Mr. H. W. Sheehan re United States Tin Corp., 201 Jones Build- 
ing, Seattle, Wash. 

Kindly prepare a contract to cover the purchase by this Corporation of ap- 
proximately 50 long tons of grade A tin metal at a price of $1.80 per pound 
f. o. b. railroad cars and/or trucks, Tacoma, Wash. Such tin metal is to be 
produced in the Seattle-Tacoma area. 

Seller is to make buyer an allowance equal to the applicable published freight 
rate current at point of shipment (carload or less than carload as the case may 
be) from Tacoma, Wash. to Chicago, Ill. on all tonnage of grade A tin metal 
delivered. 

Seller, at its expense, is to furnish buyer with weight and analysis certificates, 
satisfactory to buyer, evidencing conformance to grade A specifications. Pay- 
ment to be based upon seller’s invoice supported by appropriate bill of lading, 
together with weight and analysis certificates. 

In the event seller is not successful in producing tin metal from the Alaskan 
mixed tin-tungsten concentrates now at seller’s point of storage near 
Seattle, Wash., seller will ship the mixed concentrates to Wah Chang Corp., 
Glen Cove, Long Island, N. Y. for separation. Seller, therefore, is to have the 
option of delivering any portion of the aforesaid quantity in the form of tin 
in concentrates f. o. b. railroad cars and/or trucks at our smelter, Texas City, 
Tex. in the usual manner. Final delivery of the tin metal and/or the tin con- 
centrates to be May 31, 1951. There will be no adjustment of freight on 
concentrates. 

The base price to be paid for the insoluble tin in concentrates is to be $1.80 
per pound, less 2 cents. In all other respects the terms covering tin concen- 
trates should follow generally contract P-5657 (Northern Tin Co.). 

A copy of the contract P—5657 is attached for your information. 

W. F. McKInnon, 
Chief, Tin Division, Office of Production. 





RECONSTRUCTION FINANCE CORPORATION, 
Washington, June 10, 1954. 
Hon. HoMer BE, CAPEHART, 
Chairman, Joint Committee on Defense Production, 
Senate Office Building, Washington, D. C. 


Dear SENATOR CAPEHART: Pursuant to a request from Mr. A. E. Pierce, of your 
staff, we are attaching herewith a chronological statement of the purchase con- 
tracts made with the United States Tin Corp. We have also included a copy of 
each of the contracts involved. 

A representative of the Senate Permanent Subcommittee on Investigations re- 
viewed our files and requested photostatic copies of certain letters. Copies of 
the letters transmitting such photostats are attached for your convenience, as we 
understand the material collected by the Senate Permanent Subcommittee on 
Investigations has been made available to your committee. 

We trust this is the information you wish and assure you we will furnish any 
additional information we may have upon request. 

Sincerely, 
LAURENCE B. ROBBINS, 
Administrator. 


UNITED STATES TIN CorRP. 
CONTRACT NO. P—5592 


September 8, 1949: Commitment made. 

September 15, 1949 : Contract signed and sent to seller. 

January 16, 1950: Letter to seller requesting intentions since nothing received 
and commitment could not be kept open indefinitely. 

June 1, 1950: Contract rescinded by RFC because seller did not execute. 
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CONTRACT TERMS 


Material: Approximately 200 long tons of tin concentrates resulting from sepa- 
ration of tin-tungsten ore produced in Alaska; concentrates to contain approxi- 
mately 70 percent tin and not more than 10 percent tungsten trioxide. 

Delivery: F. o. b. carrier Texas City smelter. 

Price: For insoluble tin content the New York price for grade A tin on date of 
delivery less 2 cents per pound of insoluble tin contained and less reductions for 
smelting loss, treatment charges, impurity penalties, etc. 


SEPTEMBER 15, 1949. 
UNITED States TIN Corp., 
Seattle 1, Wash. 

GENTLEMEN: Reference is made to a conference between representatives of 
your corporation and members of our staff with respect to a quantity of tin con- 
centrates which you offered for sale to this Corporation. 

Reconstruction Finance Corporation will purchase from you approximately 
200 long dry tons of tin concentrates resulting from the separation in the United 
States of mixed tin-tungsten ore produced in Alaska. Said concentrates are ex- 
pected to analyze approximately 70 percent tin and not to exceed 10 percent 
tungsten (WO;). 

You shall deliver such tin concentrates to us f. o. b. cars or trucks, Tin Proe- 
essing Corp., Texas City, Tex., promptly, but in no event later than March 31, 
1950. 

You shall, at least 10 days prior to date you expect to make delivery as afore- 
said, advise the consultant, Reconstruction Finance Corporation, Post Office 
Box 1429, Texas City, Tex., as to the expected date of arrival of the concentrates 
and delivery thereof to this Corporation. A copy of such advice shall be for- 
warded to this office. 

We shall pay you for the full insoluble tin content of tin concentrates so de- 
ilvered to us hereunder a base price equal to the New York price per pound 
grade A tin (Straits) quotation published in the E. and M. J. metal and min- 
eral markets on the date of delivery hereunder or, if no such price is quoted on 
such day, the first quotation so published following the date of delivery shall 
apply, less the sum of the following deductions : 

Refining and delivery differentials: 2 cents per pound of insoluble tin paid 
for and contained in the concentrates. 

Smelter loss: From the full insoluble tin content, deduct one unit (22.4 pounds 
contained tin) for all material assaying 60 percent or more insoluble tin content. 

Treatment charge: $30.24 per long dry ton, representing a base treatment 
charge for concentrates analyzing 60 percent insoluble tin content: such treat- 
ment charge shall be decreased $1.036 for each 1 percent insoluble tin content 
above 60 percent, fractions pro rata. 

Small lot deduction : $25 per lot for each lot of less than 10 natural long tons 
to cover the cost of additional expenses incident to sampling and assaying. 

Impurity penalties: 

Antimony : 0.2 percent free ; charge for excess at $3 per unit ; fractions pro 
rata. 

Arsenic: 0.4 percent free; charge for excess at $2.50 per unit; fractions 
pro rata. 

Copper: 0.2 percent free; charge for excess at $3 per unit; fractions pro 
rata. 

Lead: 0.2 percent free; charge for excess at $3 per unit; fractions pro 
rata; maximum charge for lead, $10 per long dry ton of concentrates. 

Bismuth: 0.2 percent free; charge for excess at $3 per unit; fractions pro 
rata. 

Zine: 3 percent free; charge for excess at $1 per unit; fractions pro rata. 

Sulfur: 4 percent free: charge $1 per long dry ton of concentrates if 
above 4 percent but not above 8 percent; charge $1.50 per long dry ton of 
concentrates if above 8 percent. 

Tungsten (WO;): 5 percent free; deduct 0.1 percent from gross tin assay 
if above 5 percent but not abeve 10 percent; above 10 percent concentrates 
will be rejected. 

We may, at our sole discretion, reject any lot of material containing less than 
60 percent insoluble tin or more than 10 percent tungsten (WO,); in which 
event you shall, notwithstanding any other provisions hereof to the contrary, at 
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your sole expense promptly remove such material from our storage, refund to us 
any amount advanced on account of such material, and pay all costs in con- 
nection with handling to and from storage, transportation, discharge, weighing, 
sampling, and assaying of the material. 

Weighing, as performed by a certified public weigher at time of delivery of 
the material, shall be conclusive as to quantity of material delivered hereunder. 
Sampling and assaying, including moisture determination as performed by 
Tin Processing Corp., shall be final and conclusive as to quality of the tin concen- 
trates delivered hereunder. The cost of weighing, sampling, assaying and mois- 
ture determination shall be for this Corporation’s account. 

Payment shall be made to you by this Corporation promptly after delivery 
of the concentrates, completion of weighing, sampling and assaying, and the 
determination of the results of such weighing, sampling and assaying as pro 
vided for hereinbefore. 

No Member of or Delegate to the Congress of the United States shall be ad- 
mitted to any share or part of this agreement or to any benefit arising there- 
from, but this provision shall not be construed to extend to this agreement if 
made with a corporation for its general benefit. 

If the performance of any part of this agreement by either you or this Cor- 
poration is prevented, hindered or delayed by reason of any cause or causes 
beyond the control of either of us, then you or this Corporation, as the case 
may be, shall be excused from such performance during the continuance of any 
such happenings or events. 

Notwithstanding any other provisions hereof to the contrary, this agreement 
shall terminate automatically with respect to any material remaining unde- 
livered after March 31, 1950. 

Please acknowledge your confirmation and acceptance of the foregoing by 
promptly returning to this office the enclosed copy of this letter executed by 
a duly authorized officer of your corporation. 

Very truly yours, 
W. F. McKinnon, 
Chief, Tin Division, 
Office of Production 

Confirmed and agreed to this ———— day of ———, 1949. 

UnNitep States Trn Corp., 
By 


UNITED STATES TIN CorpP. 
CONTRACT NO. P-—5678 


Seller’s mixed tungsten-tin byproduct would normally be treated for tungsten 
extraction near New York and the remaining tin concentrates would be shipped 
to Texas City. Seller believed it could itself extract the tin as commercially sal 
able metal and thus save considerable freight. RFC was willing to buy this tin 
and also agree, in case the tin extraction did not prove to be feasible, to buy the 
tin concentrates after tungsten extraction. 

February 23, 1951: Commitment to buy 50 long tons grade A metal or the 
equivalent in tin concentrates after tungsten extraction. 

March 5, 1951: Letter to seller stating contract in preparation. 

March 12, 1951: Contract sent to seller for signature. 

March 22, 1951: Executed contract sent to seller. 

April 9, 1951: Letter dated April 5, 1951, received from Seattle Trust & Sav- 
ings Bank requesting assignment of proceeds from contract. 

April 11, 1951: Letter to Seattle Trust & Savings Bank advising request should 
come from seller and stating RFC’s willingness to amend contract to permit pay- 
ment to bank. 

April 19, 1951: Amendment accepted providing for payment to Seattle Trust 
& Savings Bank. 

April 24, 1951: Letter to seller inquiring as to intentions since contract to 
expire May 31, 1951, and no deliveries yet. 

April 30, 1951: Letter dated April 28, 1951, received from seller stating test- 
ing metal and had shipped two cars mixed concentrates to New York area for 
tungsten extraction. 

May 23, 1951: Request to extend final delivery to June 15, 1951, sent to Legal 
Division. 


51710—51—36 
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May 29, 1951: 13,773 pounds metal delivered to smelter. On analysis found 
not to be grade A tin as required by contract. 

June 2, 1951: One car tin concentrates received at smelter from Wah Chang 
Corp., Glen Cove, N. Y. 

June 13, 1951: Agreement to accept this metal on same basis as concentrates. 
Weighted average of tin contained in metal and concentrates to be used in final 
settlement. Memo to Legal Division to prepare amendment. 

July 11, 1951: Check for final payment sent to Seattle Trust & Savings Bank, 
$132,490.65. Tin content of material received, 68.50 percent; total tin received, 
34.055 long tons. 

CONTRACT TERMS 


Material: Approximately 50 long tons grade A tin metal or an equivalent 
amount of tin in concentrates. 

Delivery: (a) Metal: F. 0. b. railroad cars or trucks, Tacoma, Wash.; (b) 
Concentrates: F. 0. b. railroad cars or trucks, Texas City smelter, 

Price: (a) Metal: $1.80 per pound less rail freight, Tacoma to Chicago; (b) 
Concentrates : $1.78 per pound of insoluable tin contained less smelting loss, treat- 
ment charges, impurity penalties, etc. 


TIN—February 1951, New York 


February 1951: Prompt (cents) |- 
a 182. 50 a ae 183. 00 
Ae = net Je te lee ee 182. 50 thee I ct aS eel; LORD cs 
isathdntte ab aesiatriembia, Roiedis (*) Wh ben dentteneatdiaiadddandatcddenihde () 
Oi i as (*) RAS ae > Peles needy il oe 183. 00 
I ila all nee 182. 50 AEE ot so Soe aaa ead fF 183. 00 
Diiitisinnehatiede delta sigsapadababiemaieee 182. 50 ahr il i oe ele a 183. 00 
el I ea rile 182. 50 ee a “7 
© .cccccistiindnentadladitiiaiaitink 182. 50 Beal abueteelceasehennstudhies acini ted doit 183. 00 
Divsiceckntinatlidiai a skieinte ns bat dln 182. 50 ae eS (*) 
OO Sacatelth tdci Minis ediiad dds (*) BI leaiakcin ccdeaatgdbeehdia abt (*) 
RbidaticitctjdmchinthincindRinntinadias ie (*) i ccidaresteieh tasiticibiee int tiabeal a i ale his 182, 625 
is it etna melt (*) I Gahtcdisntahtdhvn cesses bates tik ain ths 182. 625 
Bi nthdnhaitidliathtabatieciltimicns aia 183. 00 aa a ki a 181. 50 
i ht ee ee ieee 183. 00 —___——- 
WD ickti abit debited CLS 183. 00 Average for month____- 182. 68 


1 Saturday or Sunday. 
® Holiday. 


Source: American Metal Market. 





Unitep States TIN Corp. 
CONTRACT NO, P-—5757 


March 3, 1952: Letter dated February 28, 1952, received from seller requesting 
contract for some 30 tons of tin concentrates. Memo to Legal Division request- 
ing contract be prepared. 

March 13, 1952: Contract mailed to seller. 

June 16, 1952: Request to amend contract by extending final delivery date 
from May 31, 1952, to July 31, 1952. Telegram to seller amending and reinstating 
contract. 

August 25, 1952: Because of strike at smelter, contract again reinstated and 
amended to provide delivery by September 30, 1952. 

September 16, 1952: Two cars of concentrates arrived at smelter. 

October 7, 1952: Provisional payment of $45,895 sent to seller. 

November 25, 1952: Final payment sent to seller for $53,541.83 less provisional 
payment. Tin content of material received, 70.39 percent and 72.12 percent; 
total tin received, 20.621 long tons. 


CONTRACT TERMS 


Material: Approximately 30 long tons of seller’s usual grade of tin 
concentrates. 
Delivery: F. o. b. railroad cars or trucks Texas City smelter. 
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Price: Pay for the insoluble tin content after deduction for smelting losses at 
the RFC selling price for prompt tin delivered New York less 2 cents per pound 
and less treatment charges, impurity penalties, etc. 


CONTRACT NO. P—6104 


October 31, 1952: Letter dated October 29, 1952, received from seller request- 
ing contract to cover approximately 60 short tons of tin concentrates. Memo 
to Legal Division requesting preparation of contract. 

November 7, 1952: Contract for approximately 54 long tons of tin concen- 
trates sent seller. 

November 10, 1952: Letter dated November 6, 1952, received from seller in- 
quiring as to contract and reducing tonnage to 50.738 short tons. 

November 17, 1952: Letter dated November 13, 1952, with executed copies 
of contract received from seller. 

November 18, 1952: Letter to seller transmitting 2 executed copies of contract. 

December 8, 1952: Letter dated December 4, 1952, requesting inclusion of 
slightly over 2 tons of tin hydroxide. 

December 8, 1952: Telegram advising could smelt if lead under 0.05 percent. 

December 12, 1952: Letter on same subject. 

December 22, 1952: Letter dated December 17, 1952, received from seller ad- 
vising lead less than 0.05 percent and stating would ship. 

December 23, 1952: Memo to Legal Division requesting amendment to include 
the tin hydroxide. 

December 26, 1952: Two cars of concentrates arrived at smelter. 

January 2, 1953: Provisional payment $53,378.80 sent seller. 

January 9, 1953: Executed amendment including tin hydroxide sent to Sec- 
retary’s office. 

February 2, 1953: Final payment for concentrates sent seller, $53,374 less 
provisional payment. 

February 26, 1953: Tin hydroxide arrived at smelter. 

April 22, 1953: Payment for tin hydroxide sent to seller, $2,563.30. Tin con- 
tent of material received, 54.05 percent, 54.19 percent, and 58.02 percent; total 
tin received, 23,337 long tons. 


CONTRACT TERMS 


Material: Approximately 54 long tons of seller’s usual grade of tin concen- 
trates. Later included some 2 tons of tin hydroxide. 

Delivery: F. 0. b. railroad cars or trucks Texas City smelter. 

Price: After deduction of smelting losses pay $1.195 per pound of insoluble 
tin contained less treatment charges, impurity penalties, ete. For the hydroxide 
pay for the total tin content. (RFC selling price at the time of settlement was 
$1.215 per pound.) 


OcTOBER 15, 1951. 
Memorandum to the Administrator RFC re United States Tin Corp. 

For the past few years this company has been operating a fluorspar deposit 
near Nome, Alaska. Veins of tin occur in connection with the fluorspar and a 
small production of tin concentrates has resulted from this lode operation. Ad- 
ditional small tonnage has been recovered from the alluvial deposit below the 
fluorspar workings. 

The fluorspar deposit is reported as extremely good and the United States has 
encouraged the company to increase this production. An automatic increase 
in the tin concentrate byproduct resulted. 

Mr. Fischnaller, president of United States Tin Corp., has always taken the 
view that the tin production would be small and would vary in proportion to 
the rate of fluorspar production. 

The company has a problem in that appreciable amounts of tungsten are pres- 
ent in the tin ore. Heretofore the company has brought the concentrates to 
Seattle via coast vessel. The concentrates were then shipped to Wah Chang 
Corp. on Long Island, N. Y., where the tungsten was separated from the tin. 
RFC agreed to purchase the resulting tin concentrates in 1950 but the com- 
pany found it more advantageous to sell to others, and the RFC contract which 
was sent to seller was never executed. This contract would have covered the 
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production of the winter 1949-50, as shipping is available only a few months 
each year. We have no record of prior production by this company. 

The company is dissatisfied with the deductions for metal loss by the Wah 
Chang Corp. and requested advice from RFC. We furnished the names of 2 
companies, 1 on the west coast and one in Denver, which might handle the sepa- 
ration of tin and tungsten and thereby save the high freight costs in ship- 
ping from the west coast to New York and then from New York to Texas City. 
The suggested companies were unwilling to attempt the treatment in view of the 
small tonnage involved. 

By the fall of 1950 the Texas City smelter had developed a process to recover 
tungsten, and we tried samples of concentrates from United States Tin. Wah 
Chang was returning 83 percent of the contained tungsten. Our smelter, while 
constantly improving, has perfected its process only to the point of 70-75 per- 
cent recovery. The tonnage from United States Tin was small and RFC did not 
want to establish a precedent by paying for tungsten in tin concentrates as that 
would affect the large tonnage of tungsten bearing material which we receive 
from Bolivia. 

The company then tried to develop a tin-tungsten separation project on the 
west coast based on the reduction of the tungsten in free hydrogen which was 
a waste product in that area. The tin would also reduce to a metal. 

To encourage the company to develop its tin production, RFC gave advice 
as to problems to be expected and entered into a contract under which RFC 
would purchase the metal if production was successful or would accept the con- 
centrates if the process was not a success, The company assured us that the 
process was successful and high-grade tin was being produced. Just prior to 
the expiration of the contract it was admitted that results were not satisfactory, 
and the concentrates were sent to Wah Chang for separation. The tin concen- 
trates then came to the Texas City smelter. We received approximately 35 tons 
of tin in concentrates and approximately 8 tons of metal which the company 
had produced. The metal was of such inferior grade that the company offered 
it to RFC at the same price as tin in concentrates. 

Mr. Kadow joined the company less than 1 year ago and seems to have brought 
a youthful enthusiasm out of proportion to the prospects of the deposit. 

In the spring of 1951 and prior to delegation of tin functions to RFC, GSA 
also tried to encourage this company. A loan was made and purchase contracts 
were given for the tin and tungsten which might be produced in the next 5 years. 

Mr. Kadow seems to think the Government should pay for all exploration and 
development of the Alaskan properties and to finance a smelter on the west 
coast to eliminate the freight problems he now faces. His theory is that it is in 
the national interest to develop tin ores, and a smelter should be built for him 
to break up a monopoly which Wah Chang has the only separator of tin- 
tungsten ores. 

I advised Mr. Kadow that as long as he had a loan sufficient for all work 
he could do this winter, it would be best to complete this phase of his develop- 
ment. If by next spring his work showed promising results he would receive 
careful consideration as to any plans for further expansion. 

There is another tin producer, Northern Tin Corp., adjacent to the United 
States Tin properties. Northern Tin produces 20 to 30 tons of concentrates per 
year and has not indicated any possibilities of expansion. 

W. F. McKinnon. 
Chief, Tin Division, Office of Production. 


The Vice Cuarrman. That concludes today’s deliberations. Thank 
you very much, gentlemen. We will not meet tomorrow as I under- 
stand it. The next meeting will be Friday and you will be advised 
as to where it will be held. 

(Whereupon, at 5:20 p. m., the committee recessed to reconvene 
at the call of the Chair.) 
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FRIDAY, JULY 23, 1954 


Unrrep States Coneress, 
Jornt Commirree oN Derense Propuction, 
Washington, D. C. 

The joint committee met, pursuant to recess, at 10:30 a. m., in room 
P-63, United States Capitol, Representative Henry O. Talle pre- 
siding. 

Present: Senator Capehart and Representatives Talle and Brown 
of Georgia. 

Also present: Harold J. Warren, general counsel; Allen E. Pierce, 
staff director, and Carmine Bellino, accounting consultant. 

Representative Tarte. The meeting will come to order. Is Mr. 
Harry R. Fischnaller present ? 

Will you raise your right hand? Do you solemnly swear the testi- 
mony you are about to give to be the truth, the whole truth, and 
nothing but the truth, so help you God? 


TESTIMONY OF HARRY R. FISCHNALLER, CHAIRMAN OF THE 
BOARD, UNITED STATES TIN CORP., ACCOMPANIED BY ROBERT 
TARNEY, COUNSEL 


Mr. Fiscunauter. I do. 

Representative Tarte. You may be seated. 

Mr. Fiscunauter. I should like at this time to ask that I be repre- 
sented by counsel, Mr. Tarney. 

Representative Tatue. That will be quite all right, Mr. Fischnaller. 
Will you identify yourself for the record ? 

Mr. FiscHNALuER. Yes, sir. 

Representative Tatie. I understand you are chairman of the board 
of the United States Tin Corp. ? 

Mr. FiscHnauuer. That is right, sir. 

Representative Tarte. And that you are currently vice president of 
the Chief Joseph State Bank, Bridgeport, Wash. ? 

Mr. Fiscunauuer. I was formerly president, but had no time to be 
at all the meetings, so I got a new president. 

Representative Tarte. The Chair understands you would like to 
read a brief statement at the outset. Would you like to identify your 
attorney ? 

Mr. Fiscunatter. This is Mr. Robert Tarney, 1025 Connecticut 
Avenue, Washington 6, D.C. 

Representative Tarte. You may proceed, Mr. Fischnaller, with 
your statement. 
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Mr. Fiscunauier. We are loading today, or possibly may have 
completed yesterday, approximately $250,000 worth of tin for which 
we have a contract with the Government to ship to the Texas City 
smelter. This will be the fourth shipment we have made. The others 
totaled approximately $300,000. The present shipment does not in- 
clude our tungsten concentrates. 

In 1950 it was predicted that tin would go to $3 per pound. In Eng- 
land the price, in early 1951, was well over $2 and would have gone 
higher except for clever and timely moves by the Tin Division of 
RFC. During the war tin was in such short supply that rigid re- 
strictions on use, and silver substitutes got us by. 

This property, lying as it does, in one of the most highly mineralized 
sections of the world, contains, so Government men have said, perhaps 
the greatest known deposits of fluorspar. It has produced substantial 
amounts of tungsten. When tin is found in commercial quantities 
history proves that lode mines are practically inexhaustible. They are 
still mining tin in Cornwall today just as they did 1,000 years before 
Christ. 

It has been said, by competent engineers, that there is as much tin 
in the Seward Peninsula, probably, as there is in all of Bolivia. This 
mine enters, at 4 levels, a hill approximately 900 feet high. Geology 
proves that this hill was once about three times as high and due, 
probably, to the high fluorspar content, has sloughed off, resulting in 
an estimated $60 million worth of tin in the valley between the mine 
and the bay. Competent dredge people are examining, at this time, I 
believe, in an effort to find concentration sufficient to put on a dredge 
on a percentage basis. If they put on the dredge they have in mind 
they could produce, for our account, as much as $10,000 worth of tin 
per day. 

I am unwilling to accept the figure of 1.5 percent tin-ore content. 
There is a Government record as early as 1913, upon the occasion of 
tariff hearings on tin importations which shows that from the dump of 
our No. 3 entry, 2 separate lots, totaling about 125 tons were con- 
centrated and taken to Seattle where an improvised smelter recovered 
3.31 tin and tungsten, even though much of it was lost in escaping 
gases. 

In clearing ground last year a new unknown tungsten deposit with 
assays from 5.6 to 15.6 was discovered. The new exploration program 
will do much to determine the extent in oe It is possible we might 
mine it to the exclusion of tin for at least a long enough period to retire 
Government loans. 

In connection with fluorspar already mentioned, it takes 2 tons of 
high grade fluorspar and 2 tons of sulphuric acid to make a ton of 
hydrofluoric acid, worth about $650, A byproduct of 3 tons of gypsum 
should come close to defraying the cost of the sulphuric acid. Our 
flotation cells are capable of upgrading the “spar” to a purity suffi- 
cient for distillation. We import half of requirements of “spar,” 
much of it in low-grade Spanish “wet cake.” Since the depletion of 


natural cryolite, a synthetic product is made from fluorspar and ap- 
proximately 6 percent of all the aluminum weight has been accounted 
for by the use of “spar.” 

We who have been closely associated with this property over the 
last half century know that its potential isenormous. We feel that the 
Government has most wisely brought it to the stage it is today, a stage 
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that makes it self-supporting and profitable. We have never had any 
idea of milking the Government—instead we have always thought 
much more should have been done on exploration of our and other 
yroperties on the Seward Peninsula. A report of the Bureau of Mines, 
RI 3902, made in 1946, gives promise of great potential reserves. 

I managed the United States Tin Corp. from its inception until 
March of 1951. I made and processed the original application for 
Government financing. I believe it was the first application made 
under the new law. I obtained the application blanks, and to the best 
of my knowledge, the certification clause was crossed out when I ob- 
tained them. 

I think there was something said at the time about the reason for 
its being crossed out—something to the effect that nobody could sign 
such a statement. Any information contained in that application was 
from figures obtained from our accountant. I know nothing of ac- 
counting. I believed then and I believe now that they were substan- 
tially correct. We had made money in the 1949 and 1950 operations at 
Lost River, so far as I know. 

I was, in 1950 and in 1951, engaged in organizing a bank in Bridge- 
ort, Wash. I was glad to have a general manager appointed by the 
beste of directors in March of 1951, because the new bank would open 
its doors in May—6 weeks later. There was still work to be done on 
the bank’s quarters. I had never drawn a dollar of salary or divi- 
dends from the tin operation, but had, instead, put in the greater part 
of $100,000—resulting finally, in a sum in excess of $63,000 which sum 
is still due me, and which I gladly subordinated to the Government’s 
claim. 

I had, up to that time borrowed money from banker friends and 
other fr iends, giving my noninterest bearing notes, with tin stock as 
collateral on the basis of 20 cents a share (of the present stock) but 
with an option to purchase a like amount at the same price for a length 
of time equal to the due date of the note. I subsequently sold other 
stocks to various brokers. When I speak of stock sales I am invari- 
ably speaking of sales of stock by the members of my family as well. 

Only on four occasions have I sold any stock to individuals—one 
was to a banker, another to an investment counselor—the other two 
were package deals in connection with the Bridgeport Bank. The 
total of such stock sales up to the end of 1952 was approxim: ately 
$85,000. I do not have the exact figure. In the year 1953, I believe, I 
bought more than I sold, both in shares and in dollars. I believed in 
the stock then and I do now. 

After 5 years of interest on money now owed me and taxes paid, I 
do not have a profit. In March and until Kenneth J. Kadow was made 

resident, in the fall of 1951, I was busy with the bank and other small 
Saaiieetiin It was a period of getting ready at Lost River and upon 
my infrequent visits to the company offices I was filled in on how 
things were going. I paid very little attention to tin company matters 
except to preside at meetings of the board of directors when I was 
in the city. In 1952, I was ‘engaged in eastern Washington with the 
bank affairs and again upon my infrequent visits to the tin company 
offices, at called directors’ meetings I presided. In 1953 from Febru- 
ary until the end of the year I was putting together a new steamship 
line. 
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In April of this year, I took over the active management of the tin 
company, breaking in as I am now, a new general superintendent, with 
whom I have an arrangement leading up to his becoming general man- 
ager. I was instrumental in havi ing him at the mine a year and a half 
ago in preparation for this job. His name is Everett Hoagland. 

A very conservative, highly capable engineer, whom you have had 
before you has agreed w ith me that we should do 125 tons per day, that 
the ore content, or heads, will be at least 1.5 tin and that we should 
save 70 to 75 percent. That would mean, in quick arithmetic, 75 per- 
cent of 1.5 times 125 tons daily or approximately $2,700. EF.xpense 
has been estimated at $1,400 per day. 

This property has had hundreds of thousands of dollars of develop- 

ment work, and at least a hundred years of man-days in addition, 
prior to 1950. 

Mr. A. F. McIntosh, my principal partner and next to my family, 
the largest stockholder, has done practically nothing, in his adult life- 
time, but develop this property. In 1902 he became financially inter- 
ested and has made such a study of world tin conditions that he is 
considered one of the best informed men on this subject in the United 
States today. 

I have, because of a change there, have to go back to page 3 of this. 

This committee has, in my opinion, the right to ask GSA to see that 
the property is so managed as to make a profit. I am willing to relin- 
south the short-lived management that has been placed in my hands, 
asking only that a good operator—one at least as tight as I have been 
in the past 3 months, take over. I have at the mine now a Mr. Everett 
Hoagland, previously mentioned, who has already cut costs and im- 
proved output. My arrangement with Mr. Hoagland is one that will 
lead, if undisturbed, to his bec coming general manager. His reputa- 
tion is that he can make a dollar go a long ways. His qualifications as 
engineer and geologist are of the very highest. 

In closing I call your attention that the accepted figure comer, to 
put a mine ‘and mili into operation, on the average, is “about $10, ,000 
per ton of daily capacity. I think most engineers would readily agree 
that twice that sum might be needed to do the job at the Arctic Circle. 

Thank you. 

Representative Tatie. Mr. Fischnaller, on page 2 of your statement 
that you have just read you say: 


We feel that the Government has most wisely brought it to the stage it is 
today, the stage that makes it self-supporting and profitable. 


Is it self-supporting and profitable ? 

Mr. FiscHnatter. I believe so, sir. 

Representative Tarie. Are there records in the hearings that indi- 
cate it is self-supporting ‘and profitable ? 

Mr. Fiscunauier. I don’t think there could be records, sir, in the 
hearings. We had a situation that gave us only from about May ll,a 
chance to goahead. Then we were besieged 





Representative Tatie. Was that May AI of this year? 

Mr. FiscHnauter. Yes, sir. Then we were besieged with power fail- 
ures. The arrival of this boat gave us cement to set in the final tables. 
A lot of technical things entered into it. The tables were more than 
necessary. They were slime tables. I fully believe we are making 
money today, sir, that we will continue to make money, sir. 
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Representative Tarix. Do you have income and expense statements 
that could be supplied for the record to show that this enterprise is 
self-supporting and profitable? 

Mr. FiscHNatier. They could be supplied to you, sir, yes. We 
would probably have to wait for the end of July. How fast we could 
get reports after that, I don’t know exactly, a week, say. 

Representative Tati. You are seeking a loan now, are you? 

Mr. Fiscunaiter. We are seeking a revolving fund against pro- 
duction. 

Representative Tarte. General Counsel. 

Mr. Warren. Mr. Fischnaller, how much has been your profit dur- 
ing the past 12 months of this operation ? 

Mr. FiscHna.uer. We have had no profit in the 12 months. 

Mr. Warren. How much has your profit been in the last 6 months 
of this operation ? 

Mr. FiscHNALLER. We have had no profit in the last 6 months. 

Mr. Warren. How much has been your profit during the past 3 
months? 

Mr. FiscoNauier. We have had no profit in the last 3 months. 

Mr. Warren. Will you identify Mr. Kirby Billingsley ? 

Mr. Fiscunauier. Kirby Billingsley? The editor of the Wenatchee 
World; father of Grand Coulee Dam ? 

Mr. Warren. How long have you known him ? 

Mr. Fiscunauuer. As long as I can remember, I believe. 

Mr. Warren. Would you state what agreement you had with Mr. 
Kirby Billingsley in connection with the affairs of the United States 
Tin Corp. beginning in 1948? 

Mr. FiscHNALLer. What agreement I had ? 

Mr. Warren. Yes. 

Mr. FiscHnauter. I had no agreement with him. 

Mr. Warren. What understanding did you have with Mr. Billings- 
ley to carry on work for the United States Tin Corp. ? 

Mr. Fiscunauer. I had no understanding. 

Mr. Warren. What work did he do for the United States Tin 
Corp. ? 

Mr. Fiscunatiter. He made many contacts. He believed in the 
property very thoroughly. I think he saw many people in Wash- 
ington about it. 

Mr. Warren. Did he advise you of the people that he saw? 

Mr. Fiscunauuer. Did he advise me of people he saw? He may 
have advised me from time to time, yes. 

Mr. Warren. What did you promise him for the services he ren- 
dered ? 

Mr. Fiscunauuer. I wouldn’t have to promise Billingsley anything. 

Mr. Warren. What did you give him ? 

Mr. FiscHnatier. We were friends. 

Mr. Warren. What did you give him for the service he rendered? 

Mr. Fiscunatier. The company gave him, I believe, 3,500 shares 
of stock. 

Mr. Warren. On what date was that ? 

Mr. Fiscunatier. I don’t have any idea of the date. 

Mr. Warren. That would be the stock that Mr. Clifford Smith 

reviously testified to as having been extracted from a record of the 
nited States Tin Corp. ? 
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Mr. Fiscunauier. I didn’t happen to hear Mr. Smith say that, but 
it was extracted from the corporation’s treasury stock. . 

Mr. Warren. Will you state the people that you know that Mr. 
Billingsley contacted on behalf of the United States Tin Corp. ? 

Mr. FiscHnauer. No, I can’t remember. There were many. 

Mr. Warren. How long have you known Mr. William E. Warne, 
former Assistant Secretary of Interior? 

Mr. Fiscunaut.er, About since late 1950 or early 1951. 

Mr. Warren. What was your relationship with Mr. Warne in con- 
nection with United States Tin Corp. ? 

Mr. Fiscunatuer. I had no relationship. I had visits with him, 
lunch with him. 

Mr. Warren. Did he ever approach you with regard to buying stock 
in the United States Tin Corp. ? 

Mr. Fiscunauier. No; only intimating that it might be good stock 
for him tobuy. That is about all. 

Mr. Warren. You did diseuss the United States Tin Corp. business 
with Mr. Warne; did you not ? 

Mr. FiscHnAtier. Not so much the business as the great potential 
up there. 

Mr. Warren. Did you ask him for any help for the United States 
Tin Corp. ? 

Mr. Fiscunauuer. No; I had no occasion to do that. 

Mr. Warren. You or no representative from the United States Tin 
Corp. ever asked him for help ? 

Mr. Fiscnnauuer. I don’t believe there could have been any other 
representative but me, and I didn’t ask him for help. I don’t know 
that he could have given any. 

Mr. Warren. Didn’t you get surplus property in Alaska through 
Mr. Warne? 

Mr. FiscHnauer. No, 

Mr. Warren. Didn’t you ask for his help in getting surplus 
property ? 

Mr. FiscHnauuEr. No. 

Mr. Warren. Did Mr. Billingsley ask for his help? 

Mr. Fiscunauuer. It is possible. 

Mr. Warren. How did Mr. Billingsley operate? Didn’t you give 
him any instructions or didn’t you discuss it with him ? 

Mr. Fiscunaucer. Oh, repeatedly we discussed it. 

Mr. Warren. What did you instruct him to do? 

Mr. Fiscunatier. Nothing. 

Mr. Warren. Mr. Chairman, I would like to read a telegram which 
has been received from Mr. Camby of the Compliance Section of GSA. 
It is addressed to Mr. Baron I. Shacklette, dated July 22, 1954: 

July 20: Kirby Billingsley interviewed this morning. Disclosed had started 
working on United States Tin matter as early as 1948. Contacted William E. 
Warne, Girard Davidson and Charles Merrill and possibly 25 other Interior 
officials during 1948 and 1950. Contacted John Croston, formerly NSRB, plus 
possibly another 15 NSRB officials in the Old State Building, Washington, D. C., 
in effort to obtain assistance re Lost River property. Also contacted Alaska’s 
tovernor Gruening who was in Washington, D. C., about same time, 1948-50. 
Billingsley disclosed he did not see Jack Gorrie at NSRB until about 1950-51. 
Gorrie not with NSRB during early contacts. Billingsley also saw Irvin Hoff, 
Magnuson’s aide and practically all of the congressional delegation from the 
State of Washington, all in Washington, D. C., between 1948-50. Also saw 
McKinnon and Chapman of the RFC same years. Latest contacts with Fisch- 
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naller and Gilmore was within last 2 weeks by phone. Billingsley disclosed he 
received 3,500 shares tinh corporation stock about mid-1951 and sold 1,000 shares 
in 1952 for about $4,500. 

Knows George E. Thomas. Has no recollection of Charlotte P. Thomas. 
Also knows Christie Thomas. George E. is in Washington, D. C., still repre- 
senting Seattle Chamber of Commerce there. Christie Thomas was George's 
boss in Seattle Chamber of Commerce in Washington, D. C., and left about 1949 
to establish own business representing northwest business firms in Washington, 
D. C., where he can be reached. Billingsley has known Fischnaller about 25 
years. Both living in neighboring towns of Wenatchee and Omak. They work 
for development hydroelectric project in Columbia River particularly re Chief 
Joseph Dam. Detailed memoranda follow. 

CAMBY. 

A second telegram states, addressed to Baron I. Shacklette, 
Compliance Section, GSA, from Mr. Camby, special agent of Com- 
pliance Section : 

Additional data to my TWX of today, file 24-2039-W, United States Tin 
Corp. re interview with Billingsley. He first met Kadow about mid—1950 when 
Billingsley was seeking persons interested in assisting develop Alaska. This 
was about the time the Defense Production Act was passed by Congress and 
Government and military interests for development of tin and tungsten in 
Alaska was at peak. He also saw several geologists and mining engineers in 
USGS Old Interior Building. Didn’t remember names during interview. Said 
he persuaded several USGS men to make survey of Lost River property to de- 
termine if feasible project and asked their suggestions for best method of oper- 
ation. Re his working on United States Tin, Billingsley disclosed Fischnaller 
asked him if he would manage the mining operations. This was about 1948-49, 
but Billingsley declined because lack of mining experience, however, he con- 
tacted Government officials as indicated by my previous wire of today. 

CAMBY. 

Did you first learn of Mr. Kenneth J. Kadow through Mr. Kirby 
Billingsley ? 

Mr. Fiscunatter. I think he introduced me. 

Mr. Warren. And Mr. Billingsley previously discussed Mr. Ken- 
neth J. Kadow with you? 

Mr. Fiscunauter. Not before that. He was surprised to meet him 
in the hall one day when he and I were together. 

Mr. Warren. Had he ever mentioned Mr. Kadow’s name to you? 

Mr. Fiscunatier. No. 

Mr. Warren. Have you ever asked Mr. Billingsley to be on the 
lookout for a president of the United States Tin Corp. ? 

Mr. FiscHNAutER. Nota president but for a manager. 

Mr. Warren. Fora manager? 

Mr. FiscHNALLER. Yes, sir. 

Mr. Warren. And did you record in the December 1950 records of 
the corporation, as has been sworn to here under oath, that Mr. 
Kadow was going to work for the United States Tin Corp.? 

Mr. Fiscunatter. Did you say, had I ever examined the records; 
is that what you said ? 

Mr. Warren. First, was there a meeting on December 18, 1950? 

Mr. Fiscunauier. I don’t know whether there was a meeting or 
not. Idon’t remember that. 

Mr. Warren. It has been testified here that on December 18, 1950, 
there was a resolution at a directors’ meeting on December 18, 1950, 
to extend Fischnaller’s option to purchase stock to December 31, 1953, 
and the management with Mr. Kenneth J. Kadow, dated April 1, 
1951, general manager, 3 years. 
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Mr. Fiscun ater. I will never understand how Clifford Smith came 
to make those statements. They are absolutely false. I will never 
understand how he came to make them. 

Mr. Warren. Did you have a meeting on December 18, 1950? 

Mr. Fiscunauter. [ tell you I don’t remember dates of any sort, 
but we have frequent meetings. P 

Mr. Warren. It is very important that we know whether you had 
@ meeting or not. r 

Mr. FiscHNAtter. I don’t know. 

Mr. Warren. You had Mr. Gilmore here with you the other day. 
Why didn’t you bring him back ? . ; 

Mr. Fiscunauter. He is busy working. 

Mr. Warren. Have you the minutes of the corporation with you? 

Mr. FiscuHnatier. No, I don’t. . 

Mr. Warren. Why didn’t you bring them? 

Mr. Fiscunauuer. I have something here that was a surprise to me. 
Of course, I wasn’t asked to bring back any minutes. 

Mr. Warren. You knew that you were coming in here to testify 
about the affairs of this corporation ? 

Mr. Fiscnnauuer. Yes, sir. 

Mr. Warren. You should have brought such books and records with 
you that you needed to testify about the specific facts. 

Mr. Fiscunauuer. Yes, sir. In this particular connection, I don’t 
understand why you haven’t had from the gentleman whom you men- 
tioned as being head of the Compliance Division—what did you say 
his name was? 

Mr. Warren. Mr. Schacklette. 

Mr. Fiscunatier. I don’t know why you haven’t had from Mr. 
Schacklette, per his promise, as I understand, he could get in touch 
with you, to explain to you that that testimony was absolutely wrong. 

Mr. Warren. How does Mr. Schacklette know whether or not that 
testimony was wrong ? 

Mr. Fiscunauier. He knows it because we called in a Compliance 
man, one of his men at Seattle, and asked him to go over the records 
to see if they had been tampered with or if there was any such refer- 
ence to Kadow in a December 1950 meeting. 

In strong language he said there certainly was no reference to Mr. 
Kadow’s employment in any December meeting. 

Mr. Warren. Mr. Fischnaller 

Mr. FiscuNauuer. Just a second. May I go further for a second? 

Mr. Warren. Go ahead. 

Mr. Fiscunatter. He called Mr. Schacklette on the phone from our 
secretary’s office and said so. This is as I get it from Seattle, and then 
Mr. Schacklette asked to put the secretary on the line—— 

Mr. Warren. Of course, that is all irrevelant, about what the min- 
utes show now. We are talking about what the minutes show back in 
December 18, 1950. 

Mr. Fiscunatxer. I would like your indulgence—— 

Mr. Warren. Or in September 1953, when Mr. Clifford Smith ex- 
amined the records. 

Mr. Fiscunauter. I merely say to you that the Compliance man 
couldn’t find any reference to that. It couldn’t be because at that 
time 








Mr. Warren. Didn’t you know you were going to have to have this 
when you came in this morning? 
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Mr. Fiscunatuer. Yes. 

Mr. Warren. Why didn’t you bring the minutes with you? 

Mr. FiscuNnauuer. People don’t usually drag their minutes around 
the country. 

Mr. Warren. Mr. Chairman, I would like to read into the record an 
extract from a letter dated May 28, 1952, signed by Mr. Kenneth J. 
Kadow, addressed to Mr. W. L. Gibbon, attorney : : 


There are some shortcomings in the corporation minutes that should be cor- 
rected either by corrective action or as new business in the forthcoming stock- 
holders and directors meeting. The minutes do not shown that we elected Mike 
Walsh a director. This ought to be done for the April 4 meeting but no later than 
the last one. Correct the minutes on my stock offer to reflect the sense of my 
letter. As I recall it, I offered to purchase all my corporation stock on option still 
outstanding. At that time it amounted to 22,000 shares for the sum of $22,600. 
If you can do so, use the same wording. It will keep me out of tax trouble. 
You could leave it as is if we all understand what the actual deal is. 


Doesn’t this show that the minutes have been changed within the 
corporation ? 

Mr. Fiscunauuer. I wouldn’t think so. Minutes always are cor- 
rected for specific purposes. They naturally would be. 

Mr. Warren. Here is a further quotation from the same letter: 

I don’t see why you don’t strike the minutes of July 29, 1951, and instead go 
back to those of May 29, 1951. If you do this, be sure and get Spencer’s advice 
so it don’t affect our financial statement. 

Mr. FiscHNau.er. I say, it is normal to correct things. 

Mr. Warren. Wasn’t the Compliance Department told that Mr. 
Gibbon would be in town with the minutes dated December 18, 1950? 

Mr. Fiscunauier. He would have been if we thought you wanted 
him. We don’t have money with which to bring people back and 
forth here. But he could have gladly been if you just subpena him, he 
could be here overnight. 

Mr. Warren. When do you say Mr. Kenneth J. Kadow was em- 
ployed by the United States Tin Corp. ? 

Mr. Fiscunauuer. I think he was employed as of some day in 
March. I think the arrangement was made as of some time in Febru- 
ary. That is what I think, sir. 

Mr. Warren. Are you g going to testify here as to when Mr. Kenneth 
J. Kadow was employed or are you going to allow the record to stand 
as it has already been stated ? 

Mr. FiscHNauuer. I am now objecting to it and telling you that it is 
false, and I believe you should have been advised so. 

Mr. Warren. Do you expect this committee on the basis of ee 
statements that you have previously filed to take your word for i 
when you don’t bring in the records and show them ? 

Mr. Fiscunauier. I say, I am under oath here. I say that it could 
not have been. I think you have in your record, and I think you have 
used it, the fact that Mr. Lorain wrote me a letter some time in Decem- 
ber asking me to look up Mr. Kadow. 

Mr. Warren. When did you first meet Mr. Kadow ? 

Mr. FiscHnauier. I can’t remember, but I think it was after the 
holidays of 1950. 

Mr. Warren. But you do admit that Mr. Billingsley, who had ; 
close contact with you, did know Mr. Kadow prior to the Dece hae 
meeting ? 
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Mr. Fiscunauuer. Yes, sir, I admit that—— 

Mr. Warren. You had previously asked Mr. Billingsly to serve as 
manager ¢ 

Mr. Fiscunauuer. That is right. 

Mr. Warren. And you had previously asked Mr. Billingsley to look 
for a manager for the United States Tin Corp. ? 

Mr. Fiscunauier. That is right. 

Mr. Warren. Did you give Mr. Billingsley 3,500 shares of stock for 
the services which he performed which are set forth in the telegram 
which I have read addressed to Mr. Baron I. Shacklette ? 

Mr. Fiscunauier. Just 1 second. Would you just ask the question 
once more ¢ 

Mr. Warren. I will restate the question. 

(The pending question was read.) 

Mr. Fiscunauier. The directors gave him the 3,500 shares of stock. 
Some of the directors had been back in Washington with me. They 
knew that he had done a great deal of work. 

Representative Tate. What was the value per share at that time? 

Mr. Fiscunauuer. It had a stated value of $1 per share. 

Mr. Warren. What were you selling it for ? 

Representative TaLte. Some sales were made at 20? 

Mr. Fiscunauuer. In 1950 there was none sold. I was selling it, as 
; said in my statement, I was offering it to people against my note for 

ms 
Mr. Warren. What did Mr. Billingsley receive the 3,500 shares of 
stock for ¢ 

Mr. Fiscunauier. I think we all agreed that Billingsley had 
worked hard on this matter and was entitled to it. 

Mr. Warren. You gave it to him for services performed which was 
set forth in the records of the corporation, is that right ? 

Mr. FiscHnauier. That is right. 

Mr. Warren. Are you aware*that there was a provision in the con- 
tract against the payment of contingent fees ¢ 

Mr. Fiscunauier. Those wouldn’t have been contingent fees. 

Mr. Warren. What were they ? 

Mr. Fiscunauier. There was nothing in the contract that said we 
couldn’t do what we pleased with our stock; nothing contingent 
about it, sir. 

Mr. Warren. The stock had a value. You were selling it. You 
gave him something of that value, didn’t you ? 

Mr. FiscHnauuer. Yes,sir. We thought it had a value. 

Mr. Warren. And your first application, dated November 15, 1950, 
you signed, did you not ? 

Mr. Fiscunauuer. I didn’t know it was that early. If I signed it, 
you have copies of it no doubt. 

Mr. Warren. I quote: 

We process at Takoma plant of Penn Salt Co. with hydrogen purchased from 
them. We make a “grade A” tin which we sell on the west coast at about 7 cents 
per pound higher than the New York price of tin. This is because we eliminate 
brokerage and freight. 

Will you state what firm you sold to at a premium price of 7 cents 
a pound ? 

Mr. FiscHNALLER. We sold to no one because we couldn’t get rid of 
our lead content. 
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Mr. Warren. I beg your pardon. 

Mr. FiscHNALLER. We sold to no one because it had too high a lead 
content. 

Mr. Warren. Did you ever sell any tin at a 7 cents per pound 
premium price ? 

Mr. FiscHnauuer. We did not. 

Mr. Warren. Then that isa false statement ? 

Mr. Fiscunauier. I don’t think it is a false statement. We fully 
expected to sell it there but we didn’t, couldn’t get rid of the lead. 

Mr. Warren. Your estimate says: 

We process at the Takoma plant of Penn Salt with hydrogen purchased from 
them. We make a “grade A” tin which we sell on the west coast at about 7 cents 
per pound higher than the normal price of tin. 

Mr. Fiscunauier. We had offers of 7 cents a pound higher but we 
couldn’t produce it because the lead content was too high. 

Mr. Warren. Who did you have offers from for 7 cents a pound 
premium ¢ 

Mr. Fiscunatier. Some of the Jap people. 

Mr. Warren. Will you set forth those concerns? This is serious 
business. We want to know the firms. 

Mr. Fiscunauter. I don’t know the names. 

Mr. Warren. Will you supply them for the record ? 

Mr. Fiscunauuer. I wouldn’t be able to. I don’t know. 

Mr. Warrey. And it is also stated: 

We make also at the Takoma and Seattle recovery plants a 99 percent plus W 
for which there is a market at $3.55 per pound? 

Mr. FiscuNauuer. At $3.55 per pound ? 

Mr. Warren. Did you make a 99 percent plus W? Does that refer 
to tungsten ¢ 

Mr. Fiscunauier. WOQ,, it should read. 

Mr. Warren. Did you ever make a 99 percent plus W ¢ 

Mr. Fiscunatuer. Oh, yes. 

Mr. Warren. Did you sell that for $3.55 a pound ? 

Mr. FiscHnauuer. No. 

Mr. Warren. How much did you sell it for? 

Mr. Fiscunatier. About $3.25, as I remember it. 

Mr. Warren. Why did you set forth $3.55 per pound ? 

Mr. Fiscunauuer. Because that was the price at that time. 

Mr. Warren. Getting back to services rendered, will you state what 
services Mr. Irvin Hoff rendered for the United States Tin Corp. ? 

Mr. Fiscunauuer. I think nothing more than introducing me here 
and there. I can’t remember anything else. 

Mr. Warren. Didn’t he contact the Federal Reserve Board for you 

Mr. Fiscunauer.. Yes, I believe he did. 

Mr. Warren. Mr. Jordan, I believe, testified that—that is P. W. 
Jordan—that he was contacted 7 or 8 times by Mr. Hoff ? 

Mr. Fiscunatter. I believe that is right. 

Mr. Warren. I believe Mr. Hoff is mentioned in a letter which Mr. 
Billingsley wrote to Mr. Gorrie on November 5, 1950. Will you state 
how much stock you gave to Mr. Hoff for services rendered? 

Mr. Fiscunatier. There was none given to him for services ren- 
dered. 

Mr. Warren. Your records set forth that 3,500 shares of stock were 
given for services rendered. 
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Mr. Fiscunatter. That is right. The record is in error. 

Mr. Warren. Did the United States Tin Corp. issue 3,500 shares 
to Mr. Irvin Hoff ? 

Mr. FiscuNnatter. Yes, and it should have been charged to me. 

Mr. Warren. State what the basis of it was? 

Mr. FiscHnAuuer. State what the basis of—of what was? 

Mr. Warren. What did you give him the stock for ? 

Mr. FiscHNaAtuer. I gave him as a combination deal 3,500 shares of 
stock on the theory that it ought to have a good potential value. I 
had an enormous amount of it. 

Mr. Warren. You gave him the stock or you sold it to him or what 
happened ¢ 

Mr. Fiscunauier. I gave it to him as a combination deal, so much 
bank stock and so much tin stock, in one package. 

Mr. Warren. For — did you receive—— 

Mr. FiscHNaAuter. Cash. 

Mr. Warren. How much cash did you receive ? 

Mr. FiscHnatier. $2,000 first and $1,000 a little later. 

Mr. Warren. Isn’t it rather odd that this stock was issued to Mr. 
Hoff in May of 1951 shortly after this contract was approved on 
March 23, 1951? 

Mr. Fiscunauver. No, I don’t think there is anything odd about it. 

Mr. Warren. Don’t you think that is odd when it is coupled with 
the fact that your records show that he was issued 3,500 shares of 
stock for services rendered ? 

Mr. Fiscunatter. Just a moment, sir. No, I thing it is very plain, 
if you would look at the combination deal—— 

Mr. Warren. How did that entry get into the records? 

Mr. Fiscunatier. I don’t know. I do know this, that I asked that 
it be charged to me and taken off that form. 

Mr. Warren. Who did you ask to charge it to you? 

Mr. Fiscunatter. The board of directors. 

Mr. Warren. When did you ask them to do that ? 

Mr. Fiscunatier. About a year ago, about 11 months ago. 

Hr. Warren. Why did you wait so long ? 

Mr. Fiscunauter. Because I had an idea that they had misunder- 
stood me in the first place. I have never looked inside our stock 
record. I didn’t even know that it read that way. I have never 
looked inside on our stock book. 

Mr. Warren. Mr. Fischnaller, isn’t it rather odd that in any trans- 
action between you and Mr. Hoff that the stock would be issued from 
the corporation rather than from your own personal account ? 

Mr. Fiscunauier. That is the reason I would have liked to have 
had it changed. 

Mr. Warren. This stock was actually issued from the United 
States Tin Corp., wasn’t it? 

Mr. Fiscunauier. That is right, in error or however 

Mr. Warren. Three thousand five hundred shares ? 

Mr. Fiscunatier. That is right. 





Mr. Warren. It was issued in May 1951, a short time after the 
contract of March 23, 1951, was approved ? 

Mr. Fiscunatuer. That is not hard to understand. The date is 
not hard to understand, the relative dates are not hard to under- 
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stand. The bank opened in May 1951, May 1, 1951. The stock of the 
bank came to him only a week or so before that. 

Mr. Warren. The board of directors took the action for the issu- 
ance of the stock ? 

Mr. FiscHNatiterR. Pardon me? How was that? 

Mr. Warren. The board of directors took the action for the issu- 
ance of the stock to Mr. Hoff? 

Mr. Fiscunauier. That is right. 

Mr. Warren. Why would the board of directors take action on 
a personal deal between you and Mr. Hoff? 

Mr. Fiscunatier. I don’t know that. I am trying to figure that 
one out myself. 

Mr. Warren. We will go to another point. Where and why was 
Miss Sanders issued 500 shares ? 

Mr. Fiscunauier. The same thing, combination bank stock deal. 

Mr. Warren. What was this combination deal? Don’t you think 
we better get it in the record as to just what the combination deal 
was with Miss Sanders ? 

Mr. Fiscunauier. They were done together, the same time. Talk- 
ing over it, we came to the conclusion that bank stocks notoriously 
are not quick-profit things. As you know yourself, they are very 
good in the long run. But I wanted them to have—in Irv’s case 
he insisted on having some little risk stock along with it. I said, “I 
will give you some.” I said I would add it right together, that I have 
so much I don’t know what to do with it anyway. 

Mr. Warren. You expect this committee to believe that the ef- 
forts Mr. Hoff made for you had nothing to do with the issuance of 
this stock ? 

Mr. Fiscunautier. It had a lot to do in my mind, but it had noth- 
ing to do with it otherwise. I would like you to remember also that 
Mr. Hoff and Sanders are long-time personal friends. We have for 
many, many years, visited back and forth. Mr. Hoff’s son stays with 
us summers. 

Mr. Warren. Do you make it a custom to give away stock to all 
personal friends? 

Mr. FiscHnauuer. I think you should let me finish that other 
answer. 

Mr. Warren. Goahead. I thought you had finished. 

Mr. Fiscunatier. No, I hadn’t. I want to say that the relation- 
ship is so close that we visit back and forth familywise, stay at one 
another’s houses. I was anxious to see Irv have a bit of this. The 
only thing that is wrong with this is that it should have been charged 
to me personally. Why it wasn’t, I will never know, 

Mr. Warren. What would you expect this committee to believe 
seeing these entries in the vecords on this stock ? 

Mr. Fiscunauier. I would expect them to, now that you have 
brought it out, to believe me. That is all I can think. 

Mr. Warren. Is it true that you told the committee staff in the 
Office of the Joint Committee on Defense Production that the 500 
shares of stock was issued to Ann Sanders for typing at night? 

Mr. FiscHnater. I believe that she did some work for us. I think 
it may have had some bearing on it. But I still think that the main 
thing was that I wanted them to make some money. 


51710—54 37 
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Mr. Warren. An extract from the minutes of the directors meetin 
of April 15, 1949, sets forth the issuance of stock for services render 
by Fred Loomis, Henry Schaefer, and W. L. Gibbon. Will you state 
what services were rendered by Mr. Henry Schaefer ? 

Mr. Fiscunauier. Yes, Schaefer has long been my adviser in in- 

vestments. I had great confidence in his ability. He gave us weeks of 
his time, both night and day in the early days of this company. 

Mr. Warren. Was this issued by the corporation or by you as an 
individual ? 

Mr. FiscuNnauier. That was issued by the corporation, and rightly 
so. 

Mr. Warren. Just as Mr. Hoff’s stock was issued by the corporation ? 

Mr. Fiscunauuer. No, I have explained Mr. Hoff’s matter. The 
record is clear on that. I can only repeat—— 

Mr. Warren. The record is not clear 

Mr. Fiscunauuer. The record should be now. I have so stated. 

Mr. Warren. The record does not coincide with your explanation. 

Mr. Fiscunatier. No, I say I have stated the facts—— 

Mr. Warren. Were you paid by check for Mr. Hoff’s stock ? 

Mr. FiscHNALLER. Yes, 

Mr. Warren. Where are the canceled checks ? 

Mr. Fiscunautier. Where are the canceled checks ? 

Mr. Warren. Yes. 

Mr. Fiscunauuer. Hoff has them. 

Mr. Warren. Have you discussed this with Mr. Hoff since it was 
discussed with you by the staff of the committee ¢ 

Mr. FiscHNAuLER. I have. 

Representative Tatie. Is Mr. Hoff still with the company ? 

Mr. Fiscunatier. Mr. Hoff is Senator Magnuson’s executive assist- 
ant, sir. We have asked him to do a thousand things in other matters, 
but not much on this one. 

Mr. Warren. Mr. Fischnaller, will you state how you came to di- 
rect that the records be changed a few months ago with regard to the 
stock issued to Mr. Hoff ? 

Mr. FiscHNAtierR. Eleven months ago is not a few months ago. It 
is almost a year. Why did I do that? 

Mr. Warren. Yes. 

Mr. FiscHnauier. Because in checking up in my own record I 
found I had 3,500 shares too much. That was what caused 

Mr. Warren. In your statement here you don’t even know how 
much stock you have sold; in the meetings of the committee you don’t 
even know how much stock you have? 

Mr. Fiscunatier. That is right. 

Mr. Warren. That is after you checked up on your records when 
you met with the committee ? 

Mr. Fiscunauter. I checked at that time. 

Mr. Warren. Can you produce these records ? 

Mr. Fiscunatzcer. Which records ? 

Mr, Warren. All of the records which you are basing your testi- 
mony on? 

Mr. Fiscunauver. I am not basing anything on records. 

Mr. Warren. You have just finished stating that you checked over 
your records and you found that you had 3,500 extra shares of stock. 

Mr. Fiscunatter. That is right. 
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Mr. Warren. Will you produce all of the records on which your 
testimony is based here today ? 

Mr. Fiscunauuer. I have no other record than what you have. You 
have all the records of what stock I have at this time, I don’t have 
any other. We made everything available to the committee. 

Mr. Warren. Will you produce the record of the minutes in which 
you instructed the board of directors to change 
respect to the stock issued to Mr. Hoff ? 

Mr. FiscHNALLER. There were no minutes. There was a request. 

Mr. Warren. What action did the board take? 

Mr. Fiscunauuer. I believe they said that in lieu of the fact that 
I was the only investor among them that it would be left alone. I 
think that was the consensus of opinion that day. 

Mr. Warren. That is not a very good explanation of it, is it? 

Mr. Fiscunauer. It would be, I think, when a man carries along 
the whole works by himself; I would have sure done the same in their 
stead. 

Mr. Warren. An extract from the minutes of the directors’ meet- 
ing held in May 1951 sets forth the authorized issuance of 8,500 shares 
of stock to Kenneth J. Kadow in consideration of his agreement to 
sign contract to work for the corporation. What was the exact date 
of that directors’ meeting ? 

Mr. FiscHnauuer. I don’t know, sir. You gave a date there, did 
you not? 

Mr. Warren. May 1951. 

Mr. FiscHnatxier. I would accept that date as being correct. 

Mr. Warren. You gave Mr. Kadow 8,500 shares of stock for ser- 
vices that he had performed here in Washington, did you not? 

Mr. Fiscunauter. I don’t think he was given any stock at that time. 

Mr. Warren. Will you state when the stock was issued to Mr. 
Kadow ? 

Mr. Fiscunatier. What do the minutes say on that? You havea 
copy of them. What do they say ¢ 

Mr. Warren. I am asking you when the stock was issued. 

Mr. Fiscunauier. I don’t know. 

Mr. Warren. Did you issue it thereafter? Do you know that you 
did issue it ? 

Mr. Fiscunauuer. No, I don’t. 

Mr. Warren. Do you know that you did not issue it? 

Mr. Fiscunatier. No, I don’t. 

Mr. Warren. Was this stock voted to Mr. Kadow for the services 
that he had rendered here in Washington, D. C., in getting this lean 
through ? 

Mr. Fiscunauer. I don’t know. I don’t have a copy of the min- 
utes. 

Mr. Warren. I would like to quote from a letter dated February 1, 
1952, addressed to Mr. Kenneth J. Kadow, and signed H. R. Fisch- 
naller—— 

Mr. Fiscunatier. What is that letter ? 

Mr. Warren (reading) : 


the minutes with 


I hereby agree to deliver to you from stock option now held by me not later 
than December 31, 1953, 8,500 shares of the capital stock as the same now appears 
of United States Tin Corp. for a consideration of $1 per share. I further agree 
that any dividends paid on this stock between now and December 31, 1953, wil 
accrue to you. 
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Mr. Fiscunatier. Is there—— 

Mr. Warren. Does that refresh your memory as to when the stock 
was issued to Mr. Kadow? 

Mr. Fiscunatter. No, I would like to know how you got hold of 
that one. I would like to know that, if I could. 

Mr. Warren. It is in the minutes of the company? 

Mr. Fiscunatter. This is in the minutes of the company? 

Mr. Warren. The stock that was authorized for issuance to Mr. 
Kadow. 

Mr. Fiscunatuer. I would like to know how you got hold of that 
letter. 

Mr. Warren. It is not pertinent. The information that we are in- 
terested in 

Mr. Fiscunatuer. Not pertinent, except that I don’t believe that—— 

Mr. Warren, I am asking that in a question to attempt to help you 
refresh your memory as to when the stock was issued. 

Mr. Fiscunauter. I would still like to know how you got hold of 
that. 

Mr. Tarney. May I confer with Mr. Fischnaller for a moment, Mr. 
Chairman? 

Mr. Fiscunauier. Excuse me. I should have addressed this to the 
chairman. This is a personal letter. I heard testimony here the other 
day of a personal letter, a member of my family. I imagine there will 
be more of them. I believe that it, so far—I believe that perhaps noth- 
ing of great importance is inthem. But I believe also that we should 
observe the usual property rights in this matter. That letter, and any 
others that are like that, will have been taken from my private files 
without my permission. I will have more to say on that subject later. 
If you wish me to talk from that one now under consideration, I will 
do so—— 

Representative Tarte. You are chairman of the board of the United 
States Tin Corp., aren’t you ? 

Mr. FiscHNauurr. Yes, sir. 

Representative Tatie. And vice president of the Chief Joseph State 
Bank, Bridgeport, Wash. ? 

Mr. Fiscunauer. Yes, sir. 

Representative Tarte. What other enterprises are you interested in ? 

Mr. FiscHNALLER. I own a hotel. 

Representative Tatie. Is that at Bridgeport? 

Mr. Fiscunauuer. No, it is up country. A 100-room commercial 
hotel up close to the Canadian line in the city of Omak, sir. 

Representative Tarte. Have you any other business there? 

Mr. FiscHNALLER. At Omak? 

Representative Tatte. Yes. 

Mr. FiscHNALLER. We have sold on a contract our laundry business 
there. I have some real estate there. I have an interest in the con- 
tracting business there, and that is all. 

Representative Tarte. Are you interested in any business enterprise 
danotads g 





Mr. Fiscunatier. Only a third interest in a contracting concern at 
Seattle. I think that would be the total, sir. 

Representative Tarte. What is the nature of that contracting 
concern ? 
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Mr. Fiscunauier. It builds wnder contract. for other people, usually, 
houses, buildings. 

Representative Tatie. In what capacity did you first work when 
you entered the banking business ? 

Mr. Fiscunauer. I have never worked in a bank, sir. 
Representative Tatix. You have not done any actual work in any 
bank 

Mr. Fiscunauuer. No, I have interests in the State bank at Olden. 

Representative Tatxie. Is that a member of the Federal Reserve 
System ? 

Mr, Fiscunatier. Yes. I have an interest in—I had a 60 percent 
or 59 percent interest in the Bridgeport Bank. I had a much smaller 
interest in the bank at Olympia. 

Representative Taig. As chairman of the board, or rather, as vice 
president of the Chief Joseph State Bank, do you act as chairman at 
the meetings of the bank ? 

Mr. Fisconatier. No, I don’t attend them very often. I think I 
have only been at two in a year. 

Representative Tate. It is rather an honorary position, is it? 

Mr. Fiscunauuer. Well, as I say, I have been president. I found it 
hard to get there very often, and asked a friend of mine to take the 
presidency. 

Representative Tatix. I suppose the State banking law requires that 
you own a certain number of shares of stock to qualify as vice 
president ? 

Mr. FiscHNALutER. Yes, a certain number, but it would not be in our 
State more than 10. 

Representative Tatitz. You have been successful, have you not, in 
these enterprises in the banking business ¢ 

Mr. Fiscunatier. Been fortunate, yes, sir. 

Representative Tatts. You have never entered bankruptcy? 

Mr. FiscHNauter. Have I entered bankruptcy ? 

Representative Tate. You have never gone through bankruptcy? 

Mr. Fiscunauuer. No, sir. 

Representative Tarte. You have been successful in the real-estate 
business ? 

Mr. Fiscunauter. In the building business, have made a little 
money, yes, sir. 

Representative Tarte. And in the laundry business, too? 

Mr. Fiscunauter. In the laundry business we didn’t do too well. 
So we sold it. 

Representative Tarte. Would you say, then, that your experience 
in the United States Tin Corp. is your least successful business? 

Mr. Fiscunautter. Mr. Chairman, I am being mindful of being un- 
der oath. I think this will make more money 10 times over than all 
my other affairs. 

Representative Tate. Have you lost any money on it so far? 

Mr. Fiscunauuer. Yes, I am out some money now. I haven’t lost 
any personally. I have lost some up to now, but I will regain it. 

Representative Tarte. I wish you would help me with something, 
Mr. Fischnaller. 

Mr. Fiscunauier. I would be glad to, sir. 

Representative Tati. You see, I have worked hard all my life and 
I have had to be very careful as to income and outgo. I am rather 
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bewildered by your testimony. How it could be possible for anyone 
to engage in such a variety of businesses and hold these offices and be, 
if I may say so, rather careless about records ? 

Mr. FiscHN ALLER. It may be my great fault, sir. It is a source of 
much kidding that I take on it. You know, sir, I know less about ac- 
counting even though I was a bookkeeper than my 12-year-old grand- 
son, but I do know what a profit-and-loss statement looks like, TI 
really watch those. 

Representative Tate. That brings me right back to the early part 
of the testimony. I would like to have a profit-and-loss statement with 
reference to the United States Tin Corp, that would support the quo- 
tation that I read from your statement in which you said, and I quote, 
again: 

We feel the Government has most wisely brought it to the stage that it is 
today, a stage that makes it self-supporting and profitable. 

I am not convinced that it self-supporting and profitable. 

Mr. Fiscunatier. Unfortunately, you were not here the other day 
when a very competent engineer made the statement that he thought 
it should pay from here on out. 

Representative Tantie. The self-support and profit are in the future, 
then, nonexistent now ? 

Mr. Fiscunauuer. They couldn’t have been. We just have finished, 
if we did, the last 2 or 3 days, some important additional equipment. 
But the way to make a thing pay of course is to be sure your expenses 
are less than your income. That sounds natural. All right. I have 
assured myself that these expenses are going to be less than have been 
recently, less than the income. 

Representative Tatie. That is a problem on which the Federal Gov- 
ernment has been spending some time and is still spending some time. 
As a responsible Member of Congress, I am interested in what happens 
to tax dollars that are paid into the Federal Treasury. 

Mr. Fiscunauier. There is no one who has, no one who has any 
more respect than I have for Members of Congress, I think their task 
is a heavy and sometimes not appreciated one. But this time I would 
just like to say one little thing, and that is the next thing I am going 
to do is to try to convince Congress that $100 million ought to be spent 
in the Seward Peninsula in exploration. One of your Congressmen, 
Clair Engle, has more than once had a bill in Congress asking that $5 
a pound be paid to American producers of tin, that tin must be avail- 
able on this continent, in the United States or its possessions. Of 
course, it never gets out of committee. But it isn’t so silly as it sounds, 
but if they don’t find it isn’t going to cost so much, if they do find it, 
we finally might become independent of the countries that are speedily 
going behind the Iron Curtain. 

Representative Tatie. I think that is all for the moment, Mr. 
Counsel. 

Mr. Warren. Mr. Fischnaller, I can agree with you that this has 
been a profitable operation for you and the directors of the corpora- 
tion. How much would you say that you and the other promoters 
have made, $500,000 in the sale of stock? 

Mr. Fiscunauuer. I resent one thing—I am not a promoter, as evi- 
denced by the fact that I am in a solid business. 
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Mr. Warren. You and the other directors of the United States Tin 
Corp., Let’s get down to the facts. How much have you gotten out of 
the sale of the stock ? 

Mr. Fiscunauter. I told you in the statement I haven't made a 
penny. 

Mr. Warren. How much have you derived from the sale of stock ? 

Mr. Fiscunauter. I told you I haven’t made a single cent. 

Mr. Warren. You and the other directors, how much ? 

Mr. Fiscuwaruer. I don’t know about the other directors. 

Mr. Warren. How much has been derived from the sale of stock ? 

Mr. Fiscunatuer. I don’t know about the other directors. 

Representative Brown. Doesn’t the gentleman know how much 
stock he sold and what he got for stock ? 

Mr. Fiscunauier. Excuse me, sir. I had made that statement—I 
had made it in a statement. I had given the figures in a statement. 

Mr. Warren. And you have sold $85,000 worth, approximately. 
Do you or don’t you say you have sold more than that? 

Mr. Fiscunatier. I will say I have sold less than $90,000. 

Mr. Warren. Has Mr. Furey sold more or less than you 

Mr. Fiscunaturr. I honestly don’t know. I think he has sold less. 

Mr. Warren. Would you say the figure of $82,000 is approximately 
correct for Mr. Furey ? 

Mr. Fiscunauuer. It is not that high. Mr. Furey is always smarter 
than I am. 

Mr. Warren. His return shows that he sold approxim utely $82,000 
worth of stock. What other directors have sold stock ? 

Mr. Fiscunatier. McIntosh is a director. I believe his record 
shows he had—this was a record that came out in a meeting when Mr. 
Johnson Russell was at Seattle, I think it showed he had 440,000 
shares left, and he never had over 500,000 shares—he had 510,000, but 
I know 1,000 shares of it went, as a gift, and I think he has given 
some to a church, but I am not sure of that. 

Mr. Warren. It is slightly less than a million shares outstanding 
in the hands of the stockholders that have been purchased, is that 
correct ? 

Mr. Fiscunatter. A third of all the stock, no, it wouldn’t be any- 
thing like that. 

Mr. Warren. How much is outstanding? 

Mr. Fiscunauer. I don’t know. I have never looked at the stock. 

Mr. Warren. Mr. Fischnaller, from your absence of knowledge of 
the affairs of this business, how do you know what is going on in the 
business ? 

Mr. Fiscunatier. I don’t. I didn’t until April of this year. 

Mr. Warren. What is the average price the stock sold for ; between 
what figures has it sold for? 

Mr. FiscHNauer. It has sold all the way from $1, I am speaking of 
old stock now, for the moment, of translating it into new stock, all 
the way from 10 cents to as high as 621% cents, I believe. 

Mr. Warren. What would you say would be the average? 

Mr. FiscHnauer. I would guess it at around $2.50, 25 cents. 

Mr. Warren. 25 cents? 

Mr. Fiscunauier. I would guess that. 

Mr. Warren. That would run approximately $250,000 
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Mr. Fiscunauier. I say, there is nothing like $1 million out 
m the hands of the public, 1 million shares, nothing like 1 million 
shares. 

Mr. Warren. The directors have made money from the sale of 
stock, is that true ¢ 

Mr. Fiscunauuer. If any director sold any stock, with the excep- 
tion of myself, they made money. I have not made any money. 

Mr. Warren. Mr. Chairman, the records that we have in the com- 
mittee show the amount of stock sold as of March 31, 1951. How 
much stock has been sold by the directors and is in the hands of the 
public ? 

Mr. Fiscunauter. I have no idea. Why should I have, Mr. War- 
ren? I would like to give you that figure. 

Mr. Warren. As chairman of the board of directors aren’t you 
interested in these stockholders who bought the stock, or are you 
more interested in the affairs of the directors ? 

Mr. FiscuNauuer. As chairman of the board of directors it is not 
customary to examine the stock records. 

Mr. Warren. You also helped the other directors in selling their 
stock, did you not ? 

Mr. Fiscunauier. I did do that, only in this way: Brokers were 
besieging us for stock. I literally mean that, Telephone calls. 
Visits. I had sold out all I wanted to sell. 

Representative Brown. Off the record. 

( Discussion off the record. ) 

Mr. Fiscunauter. May I answer that? Sir, the company never 
sold any stock until about 2 or 3 months ago. The company never 
sold a share of stock until 2 or 3 months ago. These stock sales they 
are speaking of are what we call in the trade secondary sales. They 
are individuals selling their own stock. I would have no way of know- 
ing what they sold. I don’t believe it is proper—would have been 
proper for me as chairman of the board of directors to go through 
the stock books to find where it was going. 

Representative Brown. That may be true. Do you mean to tell us 
here now that you never discussed about how much stock had been 
sold, how much was left, at your meetings ? 

Mr. Fiscunauter. Excuse me. By individuals? What the indi- 
vidual had sold ? 

Representative Brown. Yes. 

Mr. Fiscunatier. Because the company didn’t sell any. The com- 
pany never sold any stock except 

Representative Brown. How did they get the stock, then? 

Mr. Fiscunatter. Now, we come into something different. Under 
our laws, and I think in the laws of most of the States, there is cer- 
tain—there are certain promotional stock given in a corporation. In 
our case we sold and legally, three of us, Mr. McIntosh, Mr. Furey 
and myself, our option to purchase the property and our lease to op- 
erate without a purchase for, as I remember, 153,000 shares of the 
original 300,000. I was given—I would only confuse you if I went 
back a step or two—I was given finally an option for 75,000 shares of 
the balance out of the treasury stock at $1 per share. 

Representative Brown. When you organized, when you incorpo- 
rated, of course, you issued so many shares of stock ? 

Mr. FiscHnauuer. Yes, sir. 
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Representative Brown. How many shares of stock were issued ? 

Mr. FiscHnauier. 153,000 shares. 

Representative Brown. Who were they issued to? 

Mr. Fiscunaier. They were issued in equal portions of 51,000 to 
McIntosh, Furey and myself. 

Representative Brown. What did you all pay for those 51,000 
shares ¢ , 

Mr. FiscHNAtier. We paid up the stock, as is customary- 

Representative Brown. I want to know what you paid. Wha hat did 
you pay for each share of that stock ¢ 

Mr. Fisconatter. We paid for the stock our option and our pur- 
chase contract. 

Representative Brown. I want to know how much money. 

Mr. Fiscunaxuer. In our State you must put in $500 in cash. That 
is the total cash that was paid for that stock. 

Representative Brown. You mean, you got 51,000 shares. How 
much did it cost you ? 

Mr. Fiscunatter. I got 51,000 shares—I can’t tell you my cost. 
It isa lot. But I can’t tell you. Some 30 years I have been feeding 
that mine. I can’t tell you my cost. 

Representative Brown. Each one got 51,000 shares. You had to 
pay something of value, either money or something else. You mean 
to tell me you don’t know what. you paid for the 51,000 shares? 

Mr. Fiscrnatumr. Yes, sir. We paid 

Representative Brown. What did you pay? 

Mr. Fiscunauier. My third interest in the option and the option 
to purchase, and the lease-——— 

Representative Brown. What was your third interest in the op- 
tion? What did it amount to? What was it valued at? 

Mr. Fiscunauier. As I say, I can’t tell you. I can’t tell you what 
IT had—— 

Represe ntative Brown. I have never heard of such a ridiculous 
thing in all my life in any State of the Union. You don’t know vat 
you ‘paid for 51,000 shares of stock. If you invest in real estate, 
something else, you certainly ought to value that real estate—— 

Mr. Fiscunauter. We valued that contract and that lease at much 
more than 

Mr. Warren. What did you pay for it? 

Representative Brown. ‘You can’t get 51,000 shares unless you paid 
something for it and valued something for it; what was it? 

Mr. Fiscunatier. We paid our option and our contract to purchase. 

Representative Brown. Paid your option? What was your option 
valued at? 

Mr. FiscHNnaALier. We valued it—— 

Representative Brown. What did your contract purchase—— 

Mr. FiscuHnatxier. It should have been a great deal. This con- 
tract, sir, has always been held at $4,500,000 by its former owners. 
We had an option to buy it for $250,000. We also had a lease to 
operate it at 10 percent of its smelter returns. Both were very fav- 
orable ones, and those we turned over to the corporation. 

Representative Brown. All of that you valued at $150,000, is that 
right ? 

Mr. FiscHnatier. $150,000. We thought it was worth a great deal 
more but that is what we charged the company for it. 
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Representative Brown. $153,000? 

Mr. FiscHNAuter. Yes, sir. 

Representative Brown. Then you issued stock to yourself and two 
other gentlemen ¢ 

Mr. FiscHnauuer. Yes, sir. 

Representative Brown. All you put into the corporation was just 
the things you have spoken about ¢ 

Mr. FiscuNaAuuer. Yes. 

Representative Brown. That is the way you valued your stock ? 

Mr. FiscHNALLER. Yes, sir. 

Representative Brown. How much of that stock have you got now ? 

Mr. Fiscunauuer. I had originally 51,000 shares. I believe the 
record shows about 200—about 20,000 shares 

Representative Brown. You have about 20,000 shares ? 

Mr. FiscHNAuter. Yes, sir. 

Representative Brown. Do the other gentlemen have their 51,000 
shares? 

Mr. Fiscunauzter. Mr. McIntosh has all but 6,000 shares, as I think 
the record disclosed the other day. 

Representative Brown. How about the other gentleman ? 

Mr. Fiscunauuer. I hasten to add that I don’t know what he has. 

Representative Brown. Who did you sell your shares to ? 

Mr. Fiscunauter. I sold them in an odd way. 

Representative Brown. What do you mean by “an odd way”? 

Mr. FiscHnauter. It isn’t somcviilll done, anyway. In fact, I think 
it is kind of original. Iam kind of proud of it. 

Representative Brown. That is all right. Let’s have it. 

Mr. Fiscunauuer. I would come to you and say, “Mr. Brown here 
has a great potential profit, but I don’t want you to risk your money.” 

Representative Brown. I don’t care anything about the details, just 
go ahead and tell me about it. 

Mr. Fiscunatier. I almost have to give it to you. So I am going 
to give you my note which you know is good. I am going to col- 
lateralize it with shares of this particular stock on the basis of $2 a 
share. 

Representative Brown. That is no sale. 

Mr. Fiscunauier. O. K. When this note is due you will have tw 
determine whether you are going to give me back the stock or whether 
you will ask me to pay the note. 

Representative Brown. All right. Under what contractual ar- 
rangement? What value did you put on each share of the stock ? 

Mr. Fiscunauier. At the present stock it is 20 cents, at the old 
stock 

Representative Brown. We are trying to get what it was sold at—— 

Mr. FiscHNAuer. $2 a share. 

Representative Brown. You got $2 a share for the stock you sold? 

Mr, Fiscunauier. Yes. 

Representative Brown. You sold all of the 51,000 shares 

Mr. Fiscunatuer. No, I didn’t sell it all that way, but that is the 
original 
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to know if there was any other way there could possibly be more pe- 
culiar than that. What are your other ways? 
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Mr. FiscHNnauuer. The only other way, as I stated in my statement, 
I sold to brokers and to four other people. 

Representative Brown. What did you get from the brokers? 

Mr. Fiscunauuer. The broker, I get all the way from $3 to $5 and 
they have—— 

epresentative Brown. How many shares did you sell the brokers? 

Mr. Fiscunauter. In shares that is a little hard. Let’s put it in 
money. It is a little hard to put in the other way. Let’s say $70,000 
as being very close to it. 

Representative Brown. You then got $70,000 from the brokers? 
You sold stocks to somebody else ? 

Mr. FiscHnatuer. Let us say that it was $70,000 all told other than 
those guaranteed ones that I made first. 

Representative Brown. Let’s separate the brokers from the other 
people you sold to. How much did you sell to the brokers ? 

Mr. FiscHnauuer. Well, take it the other way. What did I sell 
to other people—7,500 and 6,000, 13,500. Probably 14,500. 

Representative Brown. What did you do with this $70,000? 

Mr. Fiscunatier. What did I do with it? 

Representative Brown. Yes. 

Mr. Fiscunatier. I probably paid up part of the original bank 
loans and organized a bank with the balance. 

Representative Brown. I would like to know the exact figures on 
that. This is a rather important question. You got $70,000 out of 
the stock you had ? 

Mr. Fisconauter. Yes. 

Representative Brown. I would like to know what became of the 
$70,000. Did it go to pay debts or what ? 

Mr. FiscHNnatuer. It went to pay debts and, as I remember, some 
$53,000 went into bank stock of a new bank, 

Representative Brown. What became of the money the other two 
gentlemen got from the stock they sold ? 

Mr. FiscHNnatuer. We have to confine that to one gentleman, I 
believe, since I stated that the other gentleman had sold practically 
none. 

Representative Brown. All right. Who is the other one you are 
referring to? 

Mr. Fiscunatter. Furey, I am speaking about now. 

Representative Brown. He sold about 6,000 shares, I believe you 
stated ? 

Mr. Fiscunauier. No. McIntosh sold 6,000 shares out of his 
51,000 shares only, as I remember the record now—— 

Representative Brown. What did he do with his money? 

Mr. Fiscunatuer. He had at least 10 or 12 operations and one 
thing or another. He used it. 

Representative Brown. What I can’t understand is why you were 
paying debts with your money, owed by this company, and the other 
gentlemen did not pay any debts. 

Mr. Fiscunatier. Mr. Brown, maybe we are confusing the old 
chap who is practically 80 who sold very, very little. We are trying 
to eliminate him and get down to Mr. Furey, who, according to the 
records, sold a great deal. 

Representative Brown. He sold a great deal. What did he do with 
his— - 
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Mr. Fiscunatier. I don’t know. 

Representative Brown. Why would you be paying debts of the 
company ¢ 

Mr. Fiscunatter. I wasn’t paying debts of the company. J was 
paying personal debts. I didn’t say debts of the company. I didn't 
mean to say debts of the company. 

Mr. Warren. Not one dime of that money ever came into the treas- 
ury of the company, did it ? 

Mr. Fiscunauter. It couldn’t. It was my personal stock. 

Representative Brown. You had practically financed the company 
all the way through, hadn’t you ? 

Mr. Fiscunatier. I pride myself that I financed it entirely, sir, in 
the earlier days. 

Representative Brown. That is all, Mr. Chairman. 

Representative Tatie. Mr. Fischnaller, what was the amount of out- 
standing liabilities in the United States Tin Corp. when an applica- 
tion was filed for a loan ? 

Mr. Fiscunatier. I think you have that. I think you have that in 
the form of a January 31 statement, don’t you? 

I heard you referring to it in questioning Mr. Clifford Smith the 
other day. 

Mr. Warren. Did the United States Tin Corp. owe you money at 
the time the application for loan was filed ? 

Mr. Fiscunauer. Yes. 

Mr. Warren. How much money did they owe you? 

Mr. Fiscunatier. I think something in the neighborhood of 
$30,000, as I remember, directly, but they also owed me a part of the 
$88,000 that is shown on there as bank loans and to me as guarantor. 

Mr. Warren. Over $30,000 in addition to the $88,000? 

Mr. Fiscunauier. Not over, in the neighborhood of. 

Mr. Warren. Why didn’t you set that forth on your January 31, 
1951, statement that you filed with your application ¢ 

Mr. Fiscunauuer. [ did. 

Mr. Warren. Weren’t there outstanding liabilities that have been 
later recorded that were not recorded at that time? 

Mr. Fiscunauuer. It could have been. There could have been. As 
I remember it, there is a figure of $28,760.12. I am sure that repre- 
sents, I am sure and feel that represents the approximate $30,000 we 
spoke about a minute ago. 

Mr. Warren. Did you have $225,800 worth of concentrates on hand 
at the time the January 31, 1951, statement was filed / 

Mr. Fiscunauier. Yes. It happened to turn out to be more, but we 
had that. 

Mr. Warren. Did you say that you had that much in inventory ¢ 

Mr. Fiscunauurr. Yes. 

Mr. Warren. On what did you base it ? 

Mr. Fiscuwauuer. On the market. 

Mr. Warren. Who did you sell the concentrates to? 

Mr. Fiscunauuier. For the most part to the Government under our 
contract with RFC. Part of it to Vulcan Detinning, which is a sub- 
sidiary of Continental Can. Part of it to Wah Chang, who operates 
a smelter at Glenn Cove, a separation plant, I should say. 

Mr. Warren. Can you explain to the committee how on September 
30, 1950, your balance sheet showed a deficit of in excess of $10,000, and 
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on January 31, 1951, 4 months thereafter, you show a surplus cf 
$112,105.28 ? 

Mr. Fiscunauier. Yes, I believe I could explain that, sir. Our 
year ends in October. We have not yet taken or estimated the con- 
centrates on hand at Lost River. It wouldn’t have shown in that 
statement. 

Mr. Warren. You didn’t count your inventory on the September 
30, 1950, statement ¢ 

Mr. FiscHnauuer. No, we didn’t know what it was. 

Mr. Warren. Did you have any ? 

Mr. Fiscunauuer. We had lots. It developed we had lots, after we 
had our tests and got our rates. 

Mr. Warren. Did you issue an October statement ? 

Mr. Fiscunauier. I don’t think so. 

Mr. Warren. You didn’t have an October statement ? 

Mr. Fiscunauier. No. You are speaking now of October 1950? 

Mr. Warren. October 1950. 

Mr. FiscHNALLER. Yes, we didn’t make a monthly statement. We 
made no statements of any kind in those days. I was the only creditor 
and there was no need. I didn’t ask for them. 

Mr. Warren. When was the end of your fiscal year ? 

Mr. Fiscunauuer. I think the end of the fiseal year is October 1. I 
am not sure. It may be October 30. 

Mr. Warren. Mr. Fischnaller, will you supply for the record the 
concentrates which you have sold showing that you had an inventory 
of $225,800 on January 31, 1951, and the firms to which you sold the 
concentrates and price received ¢ 

Mr. Fiscunauier. I could dothat. I don’t have them. 

Mr. Warren. We want that information and the exact date that 
you sold the concentrates. Our records do not show that production. 
The records which you supplied the committee and the staff, when you 
were in our office, show that in 1949 you produced tin that was sold in 
1950 worth $25,154.93. For 1950 production sold in 1951 for 
$132,796.41; 1951 produc tion sold in 1952 for $53,541.83. The total for 
those 2 years is $156,338 as against this figure of $225,800. 

Mr. Fiscunatier. As I remember it, we received a single check for 
$182,000, and you say the total there is only—what did you say 
$186,000 or $1! 56.000 

Mr. Warren. $186,000 is the maximum amount according to the fig- 
ures which you and Mr. Gilmore gave to the staff of the committee. 

Mr. Fiscunatxer. Those figures would be absolutely correct. I 
can get them again. Mr. Gilmore read them to you, I believe. Didn't 
Mr. McKinnon testify 

Mr. Warren. Mr. McKinnon testified, but Mr. McKinnon tended 
to bear out the figures we have here. According to the figures that we 
have, it would be impossible for you to have $225,800, in concentrates 
on January 1, 1951. 

Mr. Fiscunauer. I will gladly get the figures. (See p. 639.) 

Mr. Warren. Is that what you referred to when you were making 
out your application here in Washington and you wrote back and told 
them to furnish you some figures, and that you would supply the sub- 
stitution and that you would: sidestep in any way that it was necessary ? 

Mr. Fiscunauter. I don’t know that I ever said that. 

Mr. Warren. What did you mean to say when you said you would 
sidestep ? 
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Mr. Fiscuwauurr. Is there any testimony here that I said that? 

Mr. Warren. We have a letter here which we can—— 

Mr. Fiscunatier. Will this be another letter 

Mr. Warren. What? 

o Mr. FiscHNatieR. Will this be another letter taken from my private 
es ¢ 

Mr. Warren. Insofar as I know, there have been no letters taken 
from your private files. The files of the United States Tin Corp. have 
been examined, and we have taken certain files. We have taken cer- 
tain files from the General Services Administration, the RFC, and 
many other agencies. In other words, you don’t like for the facts to 
come out ? 

Mr. Fiscrnatter. I would like to have the facts, but I don’t want 
this stuff taken from my private files, letters to my family, and things 
of that sort. But all other things you can have. I have stated here 
under oath this morning that approximately $300,000 was shipped. 
I think the figure is $297,000 something prior to this shipment now 
underway. 

Mr. Warren. I have a quotation from your letter dated January 26, 
1951, on the stationery of the Hotel Washington, Washington, D. C- 
Were you in Washington on January 26, 1951? 

Mr. Fiscunatuer. Yes, I believe I was. 

Mr. Warren. This letter is addressed to Bob and Harry and states 
as follows, and I quote—— 

Mr. Fiscunautier. No, that wouldn’t be right. 

Mr. Warren. “Am enclosing an application blank” ——— 

Mr. FiscHnatuer. Tell me who that is addressed to? 

Mr. Warren. Bob and Henry. 

Mr. FiscHnauurr. Yes. 

Mr. Warren (reading) : 

Am enclosing an application blank. Don’t think we can answer all require- 
ments as to statements, and so forth. Consult with Henry Schaefer and Fred 
Loomis as to how we might sidestep where we need to. Fill in in pencil as best 
you can, and I will get help here on further substitution. The item marked out 
I am told need not be used. They say if anyone did sign that clause they would 
consider him a damn poor loan risk. 

What do you mean by side stepping ? 

Mr. Fiscunauter. I don’t remember. I think it would be a natural 
thing for me to say, I can step around this, I can handle it; just give 
me the figures. 

Mr. Warren. What does side step mean to you? 

Mr. Fiscunatter. It means to me you have to get the figure in there 
that you can substantiate, and I have done so. 

Mr. Warren. You told them just to give you any kind of figures, 
didn’t you, that you would proceed from there : 

Mr. Fiscunatter, They weren’t to give me any kind of figures, 
otherwise I wouldn’t need them, would I? 

Mr. Warren. You mean, if you had some figures you could supply 
the rest of this, or what did you mean ? . 

Mr. Fiscunatier, Yes, some of them I could supply. The price 
was changing daily. Some of them I could supply. 

Mr. Warren. What did you mean that you would substitute figures 
if you didn’t like the figures that they sent you ? 

Mr. Fiscunauter. I would substitute according to price, price of 
tin, price of tungsten. 
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Mr. Warren. Did you have any records at the company at the time? 

Mr. Fiscunatter. Did I have what? 

Mr. Warren. Did you have any records at the company on which 
you could base statements at that time? Were there statements in the 
files? 

Mr. FiscuNnauiter. Were there statements in my files in Washing- 
ton, do you mean ? 

Mr. Warren. In Seattle. 

Mr. Fiscunauier. Well, I was after poundage more than anything 
else. My figures I got daily. I watched the ticker tape daily. Got 
the figures of tin daily. 

Mr. Warren. You stated that you didn’t think you could answer 
all the requirements as to the statements. When you refer to side 
stepping and substitution along with that, doesn’t it mean that you 
are going to get around those requirements ? 

Mr. FiscHnatier. No, I don’t think so. If they were ambiguous, 
sufficiently, I would probably have gotten advice from one of the 
departments here on it. 

Mr. Warren. That is what you had all these people working for you 
for, was to get around these requirements, wasn’t it? 

Mr. Fiscunauuer. I didn’t have anybody working for me. 

Mr. Warren. When did Mr. Kadow first begin to work for you on 
this loan ? 

Mr. FiscHnauuer. I believe you have the answer to that. 

Mr. Warren. I am asking you the question. I am asking the 
questions. 

Mr. FiscHnAuuer. I don’t remember but I think you could supply it. 

Mr. Warren. When did you first meet Mr. Kadow? 

Mr. Fiscrunater. I believe I first met him—— 

Mr. Warren. I am asking a positive question. When did you first 
meet him ? 

Mr. Fiscunater. I don’t know positively. 

Mr. Warren. When do you believe you first met him ? 

Mr. FiscHnauter. I believe I first met him after the first of the 
year, 1951. 

Mr. Warren. And who introduced you? 

Mr. Fiscunauier. Kirby Billingsley, 

Mr. Warren. Where were you? 

Mr. Fiscunatier. In the Department of Interior. 

Mr. Warren. And Mr. Billingsley is the man who had been pre- 
viously sent to Washington to perform the various services for the 
United States Tin Corp. ? 

Mr. Fiscunatuer. No, he had never been sent by us. Never drew 
a penny of expense from us. He had never been 

Mr. WarreEN. But he drew 3,500 shares of stock ? 

Mr. Fiscunatuer. Yes. But we never sent him here. 

Mr. Warren. When did you first discuss the management contract 
with Mr. Kenneth J. Kadow ? 

Mr. FiscHNAuLER. I know that it would have been after the first 
of the year. That is all I can remember, as to the first of the year, 
1951. 

Mr. Warren. Did Mr. Kenneth J. Kadow accompany you to a 
meeting in Mr. Merrill’s office when the 25-ton mill was discussed? 

Mr. FiscHnatter. Yes. 
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Mr. Warren. Who did he represent himself to be ? 

Mr. Fiscunatier. The head of the field team for the development 
of Alaska. 

Mr. Warren. Did he ever state to anyone that he planned to go 
with the United States Tin Corp. ? 

Mr. Fiscunaucer. I don’t think so. I don’t think so. I don’t 
think he knew 

Mr. Warren. What was the date of that meeting? 

Mr. FiscHnauer. I don’t know. 

Mr. Warren. That meeting was approximately February 23, 1951, 
was it not? 

Mr. Fiscunauuer. I would think it was much earlier than that, but 
it could be that date. 

Mr. Warren. Was it a few days before the Nonferrous Metals 
Committee issued its report on February 26, 1951 ? 

Mr. Fiscunauter. I don’t have that report. 

Mr. Warren. In that meeting was the 25-ton mill discussed ? 

Mr. FiscHnauier. The 25-ton mill was thoroughly discussed at that 
meeting. 

Mr. Warren. Was it your understanding when you left the meet- 
ing that a 25-ton mill would be installed t q 

Mr. FiscuNauier. At least a 25-ton mill. 

Mr. Warren. What do you mean, “at least” 

Mr. Fiscunauier. I think if you would a the paragraph or per- 
mit me to read the paragraph in the contract that no one could con- 
strue it as being limited to a 25-ton 

Mr. Warren. Are the words “at least” in the contract ? 

Mr. FiscHnatuer. No. 

Mr. Warren. What words do you interpret to mean “at least” 

Mr. Fiscunauter. May I read it? 

Mr. Warren. Yes. Will you read what language you construe to 
mean that. 

Mr. Fiscunauier. Yes. It says, article I, undertaking to develop 
and expand facilities and production. The contractor agrees to de- 
velop and expand its mining property at Seward I eninsula in Alaska 
by the installation of a cone entrating ‘mill having the capacity to proc- 
ess 1 ton of ore per hour. 

Mr. Warren. That is the 24-ton mill. 

Mr. Fiscunatier. Would anybody be crass enough to think that 
that was a limitation? Would anybody by any chance, wild sort of 
imagination, think that that could be done, that you could exactly 
produce 24 tons in 24 hours? 

Mr. Warren. Mr. Fischnaller 

Mr. Fiscunatier. Just a second. I think I am entitled to answer 
that question. As stated in this statement, I positively would have 
not known whether it had changed sides by ‘anybody’ s later direction, 
but as I stated I would not have been familiar with the matter at « any 
time, because when I heard Mr. Nicoll being questioned about it—— 

Mr. Tarney. Excuse me. 

Mr. Fiscunatiter. Those words, the language in that contract I 
would consider to be a minimum requirement. In one company there 
would be purchased machinery to do it. As you must remember, we 
already had much valuable heavier machinery there. 
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Mr. Warren. What was the list of equipment attached to the ap- 
plication on the 25- ton capacity / 


Mr. Fiscunauer. The list of equipment that we would use? 


Mr. Warren. Yes. 

Mr. Fiscunatuer. I think so. 

Mr. Warren. Wasn’t that a 25-ton capacity? 24-ton capacity? 
Mr. FiscuNauuer. No. 

Mr. Warren. It has been previously testified 

Mr. Fiscunauuer. I don’t think there w: as anything made that small. 


Mr. Warren. What equipment is this attached to the application ? 
What capacity is that ? 

Mr. FiscHNALLER. May I see that? 

Mr. Warren. What capacity is that ? 

Mr. Tarney. Excuse me a moment, please, Mr. Chairman. 

Mr. Fiscunauier. Are you ready ? 

Mr. Warren. What is that list ¢ 

Mr. FiscHNALLER. Item 1 says: 


One only 3 by 6 Denver plunger ore feeder- 


Mr. Warren. I am not asking you to read off the list of equipment. 
I want to know if that equipment is of 25-ton capacity. 

Mr. FiscuHnatter. No, that first item would do anyway 75 tons for 
a day and probably could do more. The next item 

Mr. Warren. Will you state whether the equipment listed is of 
25-ton capacity or 100-ton capacity? You have seen the list before. 

Mr. FiscHNaAtuer. I haven't seen this list in 4 years. 

Mr. Warren. You had the Denver Equipment Co. compile a list; 
did you not? 

Mr. FiscHNaAtiEr. That is right. 

Mr. Warren. What were you discussing with the Denver 

Mr. FiscHNAuuLerR. Excuse me a second. I should be allowed to 
answer it. You had a lot of preparation with this and I think the com- 
mittee ought to know. “One only 10 by 16 Denver forced feed jaw 
crusher.” I would say the capacity could be pushed as high as 200 
tons a day but would probably list at 125. 

Mr. Warren. You are not an expert on machinery ; are you? 

Mr. Fiscunauier. Yes. I sold mining machinery thr many, many 
years. 

Mr. Warren. It has been testified to here by a number of witnesses 
that the equipment set forth there is of 25-ton capacity. Are you pre- 
pared to state that it is not? 

Mr. Fiscunauier. I don’t think that is right. I don’t think any- 
body could say that by a 10 by 16 Denver force ed feed jaw crusher there 
could be done as little as 1 ton an hour—— 

Mr. Warren. You had previously stated that Mr. Kadow went to 
this meeting with you? 

Mr. FiscHNALLER. Yes. 

Mr. Tate. I would like to hear more about that. 

Mr. Warren. Mr. Chairman, I would like to quote from a letter 
dated March 19, 1951, addressed to the United States Tin Corp. from 
Mr. Kenneth J. Kadow—— 

Mr. Tarney. Excuse me a moment, Mr. Chairman. These questions 
were asked. I don’t believe the witness has had a chance to explore his 





51710—54——_38 








586 DEFENSE PRODUCTION ACT 


answer and make it clear that this equipment was 100-ton equipment 
or larger. 

Mr. Warren. I have asked the question whether the list of equip- 
ment was 100-ton equipment or 25-ton equipment. 

Mr. Tarney. He hasn’t had a chance to answer that. 

Mr. Warren. I don’t want to cover every piece of equipment. I will 
withdraw the question if he wants to cover every piece of equipment. 

Mr. Fiscunauier. The two that I have covered are way beyond 
that capacity. 

Mr. Tarney. If the chairman would give me about 10 seconds with 
the witness maybe we can clear this up. 

Mr. Fiscunauer. I will shortly answer by saying that the equip- 
ment that I have now examined, the 2 or 3 pieces, are at least of 100-ton 
capacity, and that I had valuable machinery up there of 200-ton capa- 
city that this fitted in with. 

Mr. Warren. From what you say then the price set forth for that 
equipment, which amounted to about $96,000, that the General Serv- 
ices Administration gave you to purchase equipment, if you had used 
the money you could have purchased new equipment instead of the 
used equipment which you did purchase ? 

Mr. Fiscunatier. That would have been true except that new 
equipment was not available, and I don’t think any manufacturer 
makes anything as small as 25 tons a day. 

Mr. Warren. If that is true, and the equipment had been avail- 
able, and the correspondence indicates that the equipment was avail- 
able, do you mean to say that you paid as much for this gold-mine 
equipment which Mr. Kadow described as junk, as you could have 
paid for it new ? 

Mr. Fiscunatter. That isn’t listed here. That was a later advan- 
tageous purchase. 

Mr. Warren. My question is, Did you pay as much for the used 
equipment as new equipment would have cost you of the same 

capacity ? 

Mr. Fiscunatier. No, no; 10 percent thereof. 

Mr. Warren. How much did you pay for the used equipment? 

Mr. Fiscunatier. I think it was $9,000. 

Mr. Warren. I will first read from a letter that I previously re- 
ferred to dated March 19, 1951, addressed to the United States Tin 
Corp. from Mr. Kenneth J. Kadow: 

Had a nice long conversation with the Bureau of Mines people who as I 
reported to you earlier are very unhappy with the thought that we might do 
an operation as small as 25 tons. I assume that this is not our intention and 
that we will work out something whereby we can put a sound commercial show 
on the road as soon as possible. Here Dyke and Thorne agreed to work out a 
United States Corp. program. When Lorain returns from Washington Kadow 
will sit down with the three of them and map our course of action. 

There is also an undated letter on the stationery of the Gowman 
Hotel, Seattle, which states that Kadow and Harry Fischnaller 
planned to tell ‘Lorain that they will be producing 100 tons a day with 
the layout they have. Mr. Kadow acknowledged that the 25-ton mill 
was agreed on in a letter dated December 1, 1951, addressed to Mr. 
Jess Larson, attention of Irving Gumbel. When the United States 
Tin Corp. applied for a production loan last February 14 it presented 
a proposition upon which the DMA in Washington had agreed with 
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company officials after many conferences. The project as finally 
approved calls for the installation of a 25-ton capacity mill to prove 
the mining and milling feasibility of our project. We had questioned 
in the first place a 100-ton plant as being a capacity of economic 
soundness. 

A letter dated December 1, 1951, from Mr. Kenneth J. Kadow to 
Jess Larson, Administrator, GSA, attention Mr. Irving Gumbel, 
stated, and I quote: 

Meetings were held in Seattle between company officials and Alaskan DMA 
personnel at which time we demonstrated with facts and figures that we could 
put in a 100-ton mill with the same expenditure for equipment contemplated 
on the 25-ton mill, if we could use reconditioned machinery, and if we were 
allowed to purchase a portion of our inventory requirements from a mine in 
Alaska that was closing down. 

That appears that Mr. Kadow understands this was to be a 25-ton 
mill; does it not? 

Mr. Fiscunauuer. Are you asking me something, you say ? 

Mr. Warren. Do those quotations indicate to you that Mr. Kadow 
understood that a 25-ton mill was agreed to at this meeting ? 

Mr. Fiscunauuer. I wouldn’t have any idea what he had in mind. 
I wasn’t at the meeting. 

Mr. Warren. You heard the letter read in which he made numerous 
references to the 25-ton mill ? 

Mr. FiscHNAuteR. I lost all track of you there, Mr. Warren. 

Mr. Warren. Ina further letter dated June 7, 1954 

Mr. FiscHNALLER. 1954? 

Mr. Warren. Dated June 7, 1954, received from the Geological 
Survey by the staff of the committee: 

A meeting at which the DMA decision was laid before the applicant. Present 
were: Merrill, McKnight, the two Fischnallers, Kenneth Kadow, probably Chase 
and several others who I have forgotten. The counterproposal for a pilot-mill 
installation was presented to the Fischnallers. This idea appeared to be ac- 
cepted by them although somewhat reluctantly. They knew something about 
mills for they pointed out that the specific tonnage of the pilot mill propused by 
the DMA group was impractical. But that a stock pilot mill of somewhat iarger 
tonnage, 20 tons (I have forgotten the exact figure), was available from the 
manufacturer at a listed price as it was compact and would cost a little or no 
more to transport and install than the size of the mill suggested by DMA, and 


the group compromised on this mill. I understand the specifications of this mill 
were to be written into the contract. 


(Signed) BE. T. McKnieur. 

Mr. FiscHNALLER. They were written into the contract, as you gave 
me here awhile ago. They were written into the contract. 

Mr. Warren. At the meeting was there a discussion first about a 10- 
ton mill ? 

Mr. Fiscunauier. No. It would have been impossible to do that. 
You don’t mean a 10-ton an hour ? 

Mr. Warren. Yes. You stated this was impractical according to 
this memorandum ? 

Mr. Fiscunatuer. I don’t think we ever discussed the 24-ton a day 
mill. 

Mr. Warren. That is a 10-ton a day mill. 

Mr. FiscHNALLER. 10-ton a day? 

Mr. Warren. Yes. 

Mr. Fiscunatter. That isn’t possible to find. It wouldn’t have been 
possible to find. We couldn’t have discussed that. 
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Mr. Warren. According to this letter of June 7, 1954, the 24-ion 
mill was a compromise between the 10-ton mill and the 100-ton mill. 

Mr, FiscHNALLER. I don’t think so. 

Mr. Warren. Why was that meeting held out in Seattle between the 
United States Tin Corp. officials and the Bureau of Mines official per- 
sonnel and a determination made that a 100-ton mill be installed ? 

Mr. FiscHNALLER. I don’t even know that. When was that meeting ? 

Mr. Warren. I understood you were there. I don’t know. 

Mr. Fiscunauuer. I wasn’t there. I never heard reference to this 
meeting, but I don’t think I was there. 

Mr. Warren. I believe the report from Mr. Lorain, head of the 
Alaska field team, states that such a meeting was held and I under- 
stood that Mr. Herdlick and Mr. Thorne were there for the Bureau, 
and the United States Tin Corp. officials were there. 

Mr. FiscHnatier. They could have been officials of the United 
States Tin Corp. there but I wasn’t there. 

Mr. Warren. Do you mean there could have been a meeting held at 
which a determination would have been made to install the 100-ton 
mill rather than a 25-ton mill and you would not have known anything 
about it ? 

Mr. Fiscunatuer. I wasn’t there. 

Mr. Warren. Did you hear anything about the meeting ¢ 

Mr. Fiscunauter. Not until i heard something mentioned in this 
hearing, the first time I ever heard of it, or maybe i in your office. 

Representative Tatite. Where was the United States Tin Corp. 
incorporated ¢ 

Mr. Fiscunauier. In the State of Washington. 

Representative Tatir. Was the charter transferred to Alaska ? 

Mr. FiscHNALLER. Yes, sir. 

Representative Tauue. Is there a reciprocal agreement between the 
Territory, and the State so that that may be done? 

Mr. Fiscunauuer. No, sir. We incorporated a company in Alaska, 
and by some 85 or 90 pereent vote of the stockholders we exe changed 
stock, brought in all, each and every share of the original corporation, 
and issued the new. 

Representative Tatie. Did that represent the formation of a new 
corporation ¢ 

Mr. Fiscunauuer. It was a new corporation. 

Representative Tatie. And a new charter? 

Mr. FiscuNnauier. A new charter under the laws of Alaska. 

Representative Tarte. Where is the home office of the corporation ¢ 

Mr. FiscHnatier. The home office is at Juneau, Alaska. 

Representative Tatie. Does the charter require an annual meeting 
there ? 

Mr. FiscHNALuer. Yes. 

Representative Tatir. Who issues the call for the meeting ? 

Mr. Fiscunauier. The secretary. 

Representative Tarte. Do you preside? 

Mr. Fiscunatier. No. It was open the last time, there being no 
one there except Mr. Kadow, it was adjourned to our Seattle offices, 
and then I did preside, as I remember it. 

Representative Tati. Is the charter such that the terms are satis- 
fied with so doing? 

Mr. FiscHNALLER. Yes, sir. 
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Representative Tate. It is customary, though, isn’t it, to have the 
annual meeting at the home office of the corporation ? 

Mr. FiscHNALLER. It has to be, but of course can be adjourned. If 
there had been an attendance there, why, it would have been carried 
on without me as chairman. 

Representative Tarte. The new corporation was made up, was it, 
of Mr. Kadow, McIntosh, and these 10 people who are listed here, 
including yourself ? 

Mr. Fiscunatier. No. It was made up of all the stockholders. 
There was at that time new stockholders. 

Representative Tarte. Would it be fair to conclude that the cor- 
poration was a closed corporation ¢ 

Mr. Fiscunatier. No. There is no control any place. 

Representative Tatie. I read the names, K. J. Kadow, director and 
president, A. F. McIntosh, director and vice president, F. H. Furey, 
director and vice president, W. L. Gibbon, Ste eae H. R. 


Fischnaller, director and chairman of the board, J. Walsh, direc- 
tor, E. F. Dunn, director, a A. Gillespie, icin Henry Schaefer, 
treasurer, and (resigned) . J. Gilmore, assistant treasurer. 


Mr. FiscHnAuuer. That is rain 

Representative Tatie. Ten persons. That looks to me like a close- 
knit group and that those 10 held the stock at the outset and that 
wherever the stock may be now, it came from this group of 10. 

Mr. Fiscunauuer. Yes, sir, at the outset the stock was held entirely 
by the three—McIntosh, Furey, and myself. 

Representative Tauue. Is a register kept by the company showing 
the holders of the stock ? 

Mr. Fisconauuer. Yes, sir. 

Representative Tatie. So that by consulting that you know who 
owns the different shares ? 

Mr. Fiscunatier. Except that I don’t think I would be permitted 
to examine it. I don’t think anybody but the treasurer should have 
any access to it. 

Representative Tatie. In my opinion the chairman of the board 
should have that right whether he has it or not. 

Representative Brown. The directors of any corporation have a 
right to go into everything. 

‘Representative Tatie. As I said some time ago, Mr. Fischnaller, 
you completely bewilder me, because in so many things you are clearly 
methodical and precise. I recall your words, “watching the ticker 
tape” daily and doing other things which would indicate methodical 
behavior. But in the testimony tod: ay there are so many gaps and so 
many cloudy skies that I frankly say I am bewildered. I don’t under- 
stand your testimony. 

Mr. FiscHNaAuuer. I would like to set you straight on any item that 
bewilders you, sir, so far as I am able to tell you. You must remember 
that I absolutely was not around in 1951 until April of this year. 

Representative Tatxx. Do you think that the chairman ‘of a board 
should be? 

Mr. Fiscunau.er. Well, sir, you will excuse me for this—I think 
when you are next in New York you should see the Solid Gold Cadil- 
lac. A chairman of a board is like an extra hoop on the barrel in 
American industry today unless he happens to be both chairman and 
president. I don’t believe that the chairman of the board very often 
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gets across anything he wants to do. I think it is all cut and dried be- 
forehand. 

Representative Tatte. Who would you say is the moving force in 
the organization ? 

Mr. Fiscunauier. Kadow had to be. If you knew him, you will 
probably see him, he is a dynamic son-of-a-gun, the hardest working 
man I ever knew. Educated within an inch of his life. Fast in every 
way. Heran it almost with an iron hand. 

Representative Tarte. Mr. Kadow has nothing to do, however, with 
this 25-ton thing, though ? 

Mr. FiscHNALLER. From testimony here I believe he had a great 
deal to do with it, from testimony I heard. I was only here at one 
session, as I remember, but I think he had a great deal to do with it. 

Representative Tate. I gather anyway that he was quite new. 

Mr. FiscHNALLER. Quite new ? 

Representative TaLLe. Quite new at the time, quite new in the cor- 
poration ¢ 

Mr. FiscHNnauier. When the change was made? 

Representative Tatie. Well, in connection with this group of 10, I 
just referred to, the 25-ton matter, apparently in 1951. 

I am proud of having Alaska as a Territory of the United States, 
but I hope in developing that vast area in the future business will be 
carried on with better accounting, better management and direction, 
than I gather this corporation has been. 

Mr. FiscHnaLuer. You have permitted me to speak several times. 
I would like to speak just once more. Our accounting is so thorough 
that I get discouraged with it. It is just so thorough, and so costly. 
We are audited within an inch of our life. The auditing is perfect, I 
guess. As far as management is concerned, I think Mr. Kadow did a 
most remarkably good job. I believe you will find that is right. I 
believe you will find that people who know anything about it will 
agree with that. 

Mr. Talle, you are proud of that District of Alaska. I really and 
truly think they did a remarkable job. It remains now—only one 
thing remains—to do a little more exploring. 

Mr. Chairman, I want to say just this one thing and then I will shut 
up on this project. In the R. I. 3902 that I spoke of, there are two flow 
sheets near the rear of the book, one for 500 tons and one for 1,000 tons. 
A man named Heidi was instrumental in figuring the book out. They 
both thought that at least 500 to a 1,000-ton mill should be up there. 
One of the great engineers of all time living, and I think some engi- 
neers might argue this with me, but to most engineers there are only 
two of the very great now, Mr. Hoover and Mr. Fearing. Fearing 
spent a great deal of time up there. He had it figured out that tin 
could be produced in that mine at 18 cents a pound. Tin was selling 
at about 25 then. Of course, costs have gone up but so has machinery 
improved. I don’t know how cheaply you could produce tin there on 
a large scale but pretty cheaply. 

Representative Tatite. You see, Mr. Fischnaller, Congressman 
Brown and I have worked for a good many years with the Texas Tin 
Smelter. We are familiar with the shortage of tin during the war. 
We recall how tin was short for many necessary purposes. It amazes 
me, in the light of that terrific shortage, that Government loans were 
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granted for increasing the supply of tin, and the result is an operation 
that is characterized by unspeakable carelessness. 

Mr. FiscHNALLER. ton sir, I can’t agree on that. I think it has 
been carried on with the most remarkable efficiency. 

Representative Tarte. Then I don’t understand the testimony that 
has been before this committee. 

Mr. FiscHnauuer. You haven’t had testimony in favor of this 
property. 

Representative Tate. You may proceed. 

Mr. Warren. Mr. Chairman, I would like to get back to the meet- 
ing which I have asked Mr. Fischnaller about. You state that you do 
not recall anything about a meeting being held in Seattle— 

Mr. FiscHNALuLEeR. Sometime in February ? 

Mr. Warren. On March 29, 1951, to discuss installing a 100-ton 
mill instead of a 25-ton mill ? 

Mr. Fiscunauter. I do not recall a single thing about it. 

Mr. Warren. Mr. Chairman, I would like to read from a letter dated 
June 29, 1954, addressed to Mr. J. J. Forbes, Director, Bureau of 
Mines, and signed by Mr. S. H. Lorain, regional director of region 1. 

Mr. Lorain compiled this information at the request of the com- 
mittee with regard to the meeting referred to: 


The meeting of March 29, 1951, was held at the request of the company (prob- 
ably by telephone—we have no correspondence about it) to discuss the purchase 
of suitable mining and milling equipment. At that time R. R. Wells, Chief, 
Metallurgical Division, region 1, was scheduled to go to Albany, Oreg., and J. A. 
Herdlick, Chief, Mining Division, region 1, was scheduled to consult GSA in 
Seattle—both on Bureau of Mines business. In order to accommodate the 
United States Tin officials, I arranged that our two men should go at the same 
time and meet with the United States Tin group while they were in Seattle. <Ac- 
cording to our travel records they each were in Seattle on March 29, 1951; conse- 
quently, we assumed that the meeting was held on that day. 

Location: The meeting was held in Mr. Kadow’s room at the Gowman Hotel 
(now the Hotel Stewart). It was the impression of Mr. Herdlick that Mr. 
Kadow had just decided to affiliate with the company and was in process of tak- 
ing over his managerial duties. 

Present: J. A. Herdlick, United States Bureau of Mines; R. R. Wells, United 
States Bureau of Mines; Harry Fischnaller, United States Tin Corp.; K. J. 
Kadow, United States Tin Corp.; Fred Furey, United States Tin Corp.; Mr. 
McIntosh, United States Tin Corp.; company treasurer (name not remembered), 
United States Tin Corp.; Mr. Higgins (part of the time), Denver Equipment Co. ; 
possibly another United States Tin man, not certain. 

Discussed : Discussion centered around equipment and proposed 24-ton day mill 
flow sheet that was submitted by the Denver Equipment Co.; copies of the Den- 
ver Equipment Co. proposal was passed out to those present. Mr. Herdlick, hap- 
pened to save his copy of these proposals I am attaching herewith. During the 
meeting Mr. Herdlick made some rough computations, in pencil, and pointed out 
that the funds available were not sufficient to finance the project on the basis 
of “DECO” quotations * * *. 


Mr. Fiscunatier. Denver Equipment Co. 
Mr. Warren (reading) : 


Plus other requirements that he could foresee. Mr. Herdlick happened to save 
these notes, a copy of which is enclosed herewith—no copy of these notes was 
given to the company officials. Mr. Wells criticized several technical features 
of the flow sheet that were proposed by Denver Equipment Co. So far as either 
Mr. Herdlick or Mr. Wells can remember, no other matters, except the usual 
irrelevant conversation natural to such a meeting, was discussed. When asked 
for a final specific recommendation to take care of the situation, Mr. Wells ad- 
vised them to hire a competent engineer and give him full support. 


Do you recall that meeting now ? 
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Mr. Fiscunatier. What is that you are reading from, a letter? 

Mr. Warren. A letter from Mr. 8. H. Lorain. 

Mr. Fiscunauuer. A letter dated when, and I asked you before, and 
fam sorry? q 

Mr. Warren. We have just recently received this letter dated June 
29, 1954, in which Mr. Lorain summarized the meeting. 

Mr. Fiscunauer. He doesn’t say when the meeting was held. 

Mr. Warren. He says the meeting was held at the Hotel Stewart, 
which was formerly the Gowman Hotel. 

_Mr. Fiscunaier. The meeting was held on March 29, 1951, is that 
right ? 

Mr. Warren. Yes. 

Mr. Fiscunatier. Mr. Lorain is writing there from his recollection 
of what, 314 years ago? I still don’t think I was there. I will say 
perhaps I was. I will say this: The only meeting I can remember 
talking with Mr. Wells was at a luncheon in the Washington Hotel 
across the street from the Gowman. I still don’t think I was there. 

Mr. Warren. Mr. Fischnaller, was there an outstanding contract 
with the surviving directors of the Lost River Tin Mining Co. to in- 
stall a mill of 100-ton capacity ? 

Mr. Fiscunauuer. There was. 

Mr. Warren. At the time you signed the contract with the General 
Services Administration on March 23, 1951 ? 

Mr. Fiscunatier. There was. But I had talked with them, and if 
it had been necessary that would have been changed 

Mr. Warren. Did you advise the General Services Administration 
that such a contract was outstanding ¢ 

Mr. Fiscunatter. No. I think I should have perhaps but I didn’t. 

Mr. Warren. Was that 100-ton mill contract changed later? 

Mr. Fiscunauier. As between the original Lost River Co. and 
ourselves ? 

Mr. Warren. Yes. 

Mr. FiscHnauer. -No, it was not changed. 

Mr. Warren. The DMEA in examining the records in connection 
with the exploration loan for $226,000 in 1952 found that record of 
that outstanding agreement, did they not ? 

Mr. Fiscunauiter. Anyone could have found it. It was a contract 
in lease that we discussed awhile ago where we received 153,000 shares 
for it. It wasa part of our records at all times. 

Mr. Warren. You did acknowledge that you signed the contract 
with GSA to install a mill of 25-ton capacity at the same time that you 
had an outstanding contract to install a 100-ton capacity ? 

Mr. Fiscunatter. I still must insist that there was nothing in that 
language that would limit it toa 24-ton mill. 

Mr. Warren. I will reword the question by stating, by asking this: 
Did you, when you signed the contract on March 23, 1951, with the 
General Services Administration, have an outstanding contract to 
install a mill of 100-ton capacity on the same site ? 

Mr. FiscHNALLER. Yes. 

Mr. Warren. The contract with the General Services Adminis- 
tration does mention a mill of 1 ton an hour capacity, does it not? 

Mr. FiscHnatier. No. 

Mr. Warren. Mr. Fischnaller, you have just read that? 

Mr. FiscHNnatier. Sir? 
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Mr. Warren. I ask you the question, if the contract mentions a mill 
of 100 ton an hour capacity ? 

Mr, FiscHNAuLer. No, it mentions 24 tons a day, but it is not as a 
limiting factor. In my opinion and in the opinion of all attorneys 
that I have consulted in the matter, had we put a 22-ton mill in there 
I think we would have been in default at the default date. 

Representative Brown. I would like to ask at this point: How 
much does this Tin Corp. now owe you ? 

Mr. FiscHNnAuLER. $63,000 and some hundred. 

Representative Brown. How much do they owe the Federal Gov- 
ernment ? 

Mr. Fiscunatier. The last figure I had was $2,200,000 of which 
two-hundred-and-some-odd-thousand dollars is not an obligation. 

Representative Brown. How much does it owe other people ? 

Mr. Fiscunatier. Nothing. 

Representative Brown. You and the Federal Government are the 
only creditors now ? 

Mr. FiscHNauieR. We are the only partners. And mine is sub- 
ordinated to theirs. 

Representative Brown. They don’t owe any other banks anything 
now ¢ 

Mr. Fiscunauier. No, sir, except as it is included in the Govern- 
ment loan. 

Mr. Tarney. Mr. Chairman, may I inquire as to the possibility of 
a luncheon recess. I am getting hungry. 

Representative Tatie. I think that is an appropriate inquiry. May 
I consult with the staff ? 

Representative Brown. We have an important bill on the floor. 

Mr. Tarney. If he can be disposed of shortly that is agreeable with 
us, Mr. Brown. 

Representative Tarizx. The hearing will stand in recess until 2 
o’clock in this same chamber. 

(Whereupon at 12:50 p. m., the committee recessed to reconvene at 
2p. m., Friday, July 23, 1954.) 


AFTERNOON SESSION 


(The committee reconvened at 2: 10 p.m.) 

Representative Tarte. The Joint Committee on Defense Production 
will resume its hearing. Do you have some questions, Congressman 
Brown? 

Representative Brown. No. 

Representative Tarte. Mr. Counsel, will you proceed ? 

Mr. Warren. Mr. Fischnaller, you testified that United States Tin 
Corp. owed you more than $30,000—— 

Mr. Fiscunatter. I didn’t say that. I said about $30,000. I gave 
you the figure from the statement as $28,000 something, I think. 

Mr. Warren. Is the $28,760.12 set forth as accounts payable in the 
January 31, 1951, statement, the money that the United States Tin 
Corp. owed to you ? 

Mr. FiscHnatier. I imagine so, because I don’t think we had any 
other accounts payable. 

Mr. Warren. is it what they owed you or what was owed some- 
body else? 
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Mr, Fiscunauter. I think it is mostly mine, I think all mine, but 
mostly at least. 

Mr. WarrEN. Had you advanced the $14,000 on the option at that 
time? 

Mr. Fiscunatier. January 31—I don’t believe so. 

Mr. Warren. Were you repaid the $14,000 which you advanced on 
the option ? 

Mr. Fiscunauuer. No, I think your order to Mr, Smith said that 
at one time I had an outstanding account of $118,000 finally was paid 
back $55,000, leaving $63,000. I think that is roughly correct. 

Mr. Warren. Do you state that there were not any liabilities out- 
standing in addition to the $28,760.12 as of January 31, 1951? 

Mr, Fiscunatter. I didn’t state that but I think that is correct. 

Mr. Warren. Can’t you tell us whether there were any outstanding 
liabilities on the basis of 

Representative Brown. Off the record. 

( Discussion off the record.) 

Mr, Fiscunatter. I gave you a figure of stock sales. They were 
for 1952. But as to the 1953 stock sales, I believe I bought more than 
I sold, but they are not included in those figures I gave you this 
morning. 

Mr. Warren. In the application dated January 31, 1951, under 
item 13, page 9, due officers, directors, employees, stockholders, you 
list nothing. Why didn’t you list liabilities that were due at that 
time? 

Mr. Fiscunanuer. Because it would have been ascertained that any 
moneys advanced by the company would be behind mine, would be 
behind the Government’s. 

Mr. Warren. Have you received interest on the amount that the 
company owes you ? 

Mr, Fiscunauuer. No; I never received any interest. 

Mr. Warren. The point that I make is, that you state in this state- 
ment that the amount due from officers, directors, employees, and 
stockholders is nothing, and you list accounts payable as $28,760.12. 

Mr. Tarney. We have not found the spot that you refer to in the 
application. 

Mr. Warren. Page 9, item 13. 

Mr. Fiscunatier. Due from officers—— 

Mr. Tarney. That is due from officers, not due to. 

Mr. Warren. Then under liabilities further down, officers, stock- 
holders, and relatives, nothing. 

Mr. Tarney. I haven't found that, Mr. Warren. 

Mr. Warren. Under item 16, under liabilities. 

Mr. FiscHNaAuer. Due officers, stockholders, and relatives. I think 
it is intended to be $20,760.12. 

Mr. Tarney. I think so. It has slipped a line there. 

Mr. Warren. It isthree lines below. It didn’t slip. 

Mr. FiscHNALLER. What is your question ? 

Mr. Warren. I want to know if the $28,760.12 is money owed you 
or accounts payable to other people ? 

Mr. Fiscunauter. I stated I think it is money owed me because I 
don’t think other people had money coming. 

Mr. Warren. Why were the entries in the corporation setting up 
indebtedness to you shown as 
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Mr. Tarney. May I interrupt a moment, Mr. Chairman? May I 
see the copy you are working from. I think this is supposed to be 
an exact copy. 

Representative Brown. What are you reading from ? 

Mr. Warren. A copy of the financial statement that was filed with 
the application on February 14, 1951. 

Mr. FiscHnauier. I don’t know anything about that one. 

Mr. Tarney. Our copy is not the same. 

Mr. Fiscunatver. That is January 31. 

Mr. Betiino. That is January 31. 

Mr. Fiscunatier. You said something about February 14. Is it 
January 31? 

Mr. Tarney. That shows $28,760.12. Does that answer it ? 

Mr. Warren. Let us talk to Mr. Fischnaller. 

Mr. Fiscunauter. Is that a copy of this? 

Mr. Tarney. I’m not sure. Is this an original? May we have a 
moment’s indulgence, Mr. Chairman, while we get this straightened 
out! 

Mr. Warren. Don’t you know whether or not this corporation owes 
you $28,000 or more than $28,000 and whether you owed anybody else 
money at that time / 

Mr. Fiscunauier. I wouldn’t know if we owe anybody else money, 
but I said I don’t think so. 

Mr. Warren. When Mr. Gilmore came to town last week with you 
did he have records with him ? 

Mr. Fiscunatier. He had records of stuff shipped, amounts re- 
ceived therefor and dates. He had those. That isall he had. 

Mr. Warren. This committee was advised that Mr. Gilmore would 
bring records with him. 

Mr. Fiscunatier. I don’t remember that. 

Mr. Warren. Did Mr. W. L. Gibbon, the attorney for your corpo- 
ration, come to town over the weekend ? 

Mr. FiscHNaAuuLER. How was that ? 

Mr. Warren. Did Mr. W. L. Gibbon come to Washington over the 
past weekend ¢ 

Mr. FiscHNALLER. No, sir. 

Mr. Warren. He was to come, wasn’t he? 

Mr. Fiscunauuer. No, sir. You asked me to promise to come but 
you didn’t ask him to come. 

Mr. Warren. You advised the committee that Mr. Gibbon was com- 
ing. The General Services Administration understood Mr. Gibbon 
was coming 

Mr. FiscHnauuer. He was quite anxious to come but I didn’t think 
about having him come because of the expense. 

Mr. Tarney. May I interrupt at this stage to say officially that I 

vas not retained in the matter as counsel for the tin corporation until 
recently. I was retained as counsel for the United States Tin Corp. 
and at that time it was felt there was no need of paying the expenses of 
Mr. Gibbon to come from Seattle to represent the tin corporation 
here. There was no request made to me, and certainly since I have 
been on the case, and I have advised Mr. Pierce and Mr. Warren of my 
official retention of the case, to produce Mr. Gibbon or any records. I 
have advised him and informed them I would be willing to produce 
anyone, and I have produced Mr. Fischnaller and I have made ar- 
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rangements to have Mr. Kadow available. I dislike the implication 
that there has been 

Mr. Warren. No one has said anything about cooperation on your 
part. If you will quit having this hearing linger out here, we will get 
down to the question. 

Representative Tate. When did the staff first know you were re- 
tained ? 

Mr. Tarney. Five or six days ago. 

Mr. Prerce. When was that? 

Mr. Tarney. I think Monday. 

Representative Brown. Off the record. 

( Discussion off the record. ) 

Mr. Prerce. Mr. Chairman, may I say something at this point? 
The first day Mr. Fischnaller came to Washington was last week. He 
spoke to me and asked what day he might expect to be called as a wit- 
ness, stating that he would like to know far enough in advance so he 
could have Mr. Gibbon here because he said, “I want to have all our 
records here to be able to give full testimony.” We assumed Mr. Fisch- 
naller would have all his records here in view of that statement. 

Mr. Fiscunatuer. As I remember it, you wired the day before yes- 
terday to Seattle to have me come in for Thursday, is that right? 

Mr. Prerce. That is right. 

Mr. Fiscunauuer. O. K. Yesterday I knew about. I have asked 
for certain records but they haven’t arrived as yet. I thought I had 
better get out here with what I did have, which is a copy of this and 
a copy of the original contract, and a few things like that. Mr. Gib- 
bon is quite willing to come. 

Mr. Warren. Mr. Fischnaller, you had been in these hearings be- 
fore? 

Mr. Fiscunauuer. I was here for about an hour and a half. 

Mr. Warren. You knew what the committee wanted to know, didn’t 
you ¢ 
” Mr. Fiscunauzer. No, I don’t think so. I was here an hour and a 
half at one hearing. 

Mr. Warren. Mr. Chairman, in this connection I think it would be, 
since there has been some testimony as to what the Compliance Section 
in GSA did in an examination of the record, I believe it would be ap- 

sropriate for Mr. Oliver Eastland to state now what he knows of that, 
{r. Oliver Eastland of the Compliance Section of GSA. 

Representative Tarte. Do you solemnly swear the testimony you 
are about to give to be the truth, the whole truth, and nothing but the 
truth, so help you God? 





TESTIMONY OF OLIVER EASTLAND, SPECIAL ASSISTANT TO 
DIRECTOR OF COMPLIANCE, GENERAL SERVICES ADMINIS- 
TRATION 


Mr. Eastianp. I do. Mr. Chairman, I have been directing this in- 
vestigation for General Services Administration, Compliance, headed 
by Mr. Schacklette. 

The Vice Cuarrman. Would you speak a little louder? 

Mr. Easttanp. As a result of testimony of our west coast auditor, 
Mr. Clifford Smith, I sent a telegram to our special agent out of 
Seattle and told him to make photostats of the minutes of the cor- 
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poration meetings in December 18, 1950, and January 10, 1951. On 
Thursday of last week the agent called and talked to Mr. Schacklette. 
| was on the extension telephone. He was calling from the office of W. 
L. Gibbon, secretary of the corporation and an attorney for the cor- 
poration. The agent told us that he had not been able to find where the 
minutes of the corporation had been doctored, that he had asked per- 
mission to make photestets of the minutes, Mr. Gibbon advised that 
there would not be time for him to do that because he was leaving the 
next day for Washington and was bringing the minutes with him, 
that he was to arrive in Washington on Saturday morning about 8: 30, 
that while he was here he would be stopping at the Mayflower or the 
Statler Hotel, he didn’t know which. 

I don’t know that anyone with the Compliance Division was ex- 
pected to contact Mr. Gibbon. So far as I know, no attempt has been 
made to contact us. 

Mr. Warren. Mr. Eastland, any record that you would examine, 
from that would you be able to know whether Mr. Smith's notation 
was correct or incorrect 

Mr. Eastianp. No, from his testimony as appeared in the record 
and what our agent has found in examining the minutes last week, 
Mr. Smith was correct as to the dates of the meetings and the type of 
meetings, in that the meeting of December 18, 1950, was a board of di 
rectors meeting and the meeting on January 10, 1951, was a stockhold- 
ers meeting. ‘There seems to be no variance on that point. 

Mr. Warren. On the examination of the records, did your agent ad- 
vise you that he did not find the same entry on December 18, 1950, thai 
Mr. Smith testified to ? 

Mr. Eastianp. He said he did not find them to be the same as ap- 
peared in the newspapers out there and as appears in the record. 

Mr. Warren. That entry was with respect to the employment of 
Mr. Kenneth J. Kadow ? 

Mr. Easrianp. That is correct. He says Mr. Kadow’s name does 
not appear in the minutes of the corporation as they-——— 

Mr. Warren. You are unable to state whether the name of Mr 
Kadow appeared in the December 18, 1950, record which Mr. Smith 
examined ? 

Mr. Eastianp. We cannot say that. I might add, as I said, our 
agent, Mr. Camby, was calling from the office of Mr. Gibbon. During 
the conversation he asked Mr. Gibbon several questions. One of them 
was in response to my question as to whether or not Mr. Gibbon had 
been subpenaed to appear before the committee. The answer was 
that he had not been subpenaed, that he was coming to Washington 
and bringing the minutes of the corporation voluntarily. 

Representative Brown. What did he do with the minutes? Take 
them back with him ? 

Mr. Eastianp. I don’t know that he ever came, Mr. Brown. 

Mr. Tarney. Mr. Gibbon did not come.. He wasn’t well and it was 
felt that he wasn’t needed here. May I say also, Mr. Fischnaller’s 
notice to appear was only 2 days, and at the time originally the reeords 
were in the custody of Mr. Gibbon out there, and he was going to bring 
them, and then because of his ill health and age, the trip was called 
off. The records are still out there and are still available. There is 
no considered plan, of course, not to have the records here, but rather 
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than hold the committee up on the appearance this was the best we 
could do at the moment. 


TESTIMONY OF HENRY R. FISCHNALLER, CHAIRMAN OF THE 
BOARD, UNITED STATES TIN CORP., ACCOMPANIED BY ROBERT 
TARNEY, COUNSEL—Resumed 


The Cuarrman. Could I ask a couple of questions? You are Mr. 
Fischnaller ? 

Mr. FiscHna.ier. Yes, sir. 

The CuarrMan. It is your opinion at the moment that this property 

can be made to operate suce cessfully ? ¢ 

Mr. FiscuNnaer. I believe with all my heart. 

The Cuarrman. I just read your statement. 

Mr. FIscHNALLER. Yes, sir. 

The Cuatrman. Can it be made successful without any additional 
investment, investment capital wise ? 

Mr. FiscHNALLER. Yes. 

The Cuatmrman. I mean, successful without additional loans? 

Mr. FiscuNauuer. No, I think it will have to have loans based on 
production. 

The CHarrMan, How much ? 

Mr. Fiscunatier. How much money, sir? 

The CHarrMan. Yes. 

Mr. Fiscunauurr. Originally we asked for $614,000. That was 
tentatively O. K.’d. Our own bank in a conference with me cut it to 
$405,000 because we have something left like, something approaching 
$100,000 after we pay off the original V-loan from the shipment made 
yesterday or today. So I think the $405,000 is about right covering 
2 full year. What I would like to see them do, sir, is run it on a quar- 
terly basis. Let each quarter pay its way out in good shape. 

The Cuarrman. Who owns the equity stock, you! 

Mr. FiscHNauuer. No. 

The Cuareman. Yourself and how many others ? 

Mr. Fiscuynauier. Myself and about 4 or 5 others. 

The CuarrMan. Own all the equity stock ? 

Mr. FiscuNnatiter. Own enough to control it. 

The CuarrMan. How many other people are involved ? 

Mr. Fiscunatier. The Government has it tied up now. 

The Cuatrman. I know that. How many people own it? Four of 
you control it. Does that mean you own 51 percent? 

Mr. Fiscunatter. And more. 

The Cuarrman. How many other people are there, 100, 200? 

Mr. FiscHnatxier. I would guess 300. 

The Cuarrman, A total of 300 stockholders, and 4 of you own 51 
percent or more ? 

Mr. FiscHnatuer. Yes, sir. 

The Cuarrman. Are you saying that this company can be made suc- 
cessful if more money is loaned to it? 

Mr. Fiscrnauter. I have said, sir, that it is now making money. It 
is my firm belief it is now making money. 

The Cuatrman. If it is now making money, why do you need more 
money ? 
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Mr. FiscHNatuer. We have to have a revolving fund against pro- 
duction. 

The CuarrmMan. You mean, you have to borrow on your receivables ? 

Mr. FiscuNatuer. We only have three boats a year. We have to 
have a little more at the start. 

The Cuarrman. You just make three shipments a year ? 

Mr. Fiscuna . r. Normally, we could make 4 but in late years 3. 

The CuHatrMan. You mean, from this mine you will make just three 
shipments a year ? 

Mr. FiscHNALLER. Yes. 

The CuHarrman. And you might make four? 

Mr. FiscHNALLER. Might. 

The Cuatrman. Therefore, you will create bills receivable just three 
times a year? 

Mr. Fiscunatter. Bills receivable, yes. 

The CuarrMan. Just three times a year? You will just have three 
invoices? You ship a boatload and then invoice the Government— 
you are shipping it all to the Government, aren’t you? 

Mr. Fiscunauier. Yes. 

The Cuarrman. They have entered into a contract to buy it? 

Mr. Fiscunatter. The only smelter in the United States that can 
handle it is a Government smelter. 

The CuarrMAn. You will just create bills receivable three times a 
year. You will ship a cargo worth $500,000 or $600,000 and one in- 
voice will be for $500,000 or $600,000 ? 

Mr. Fiscunatier. That is it, sir. We will make another shipment 
this year, for instance. 

The Cuarrman. When? 

Mr. Fiscunauuer. Late in October. The last boat will leave Sep- 
tember 

The Cuatrman. What will happen if you don’t get an additional 
loan of $400,000, if that is the amount ? 

Mr. FiscHnatier. In answer to that question, we will be oblived to 
close, and then see what we will do on the last day of the month. 

The Cuarrman. You mean, if you don’t get an additional loan you 
are going to have to close your operation ? 

Mr. Fiscunauuer, Via the form of a bank guaranty that the bank 
has already agreed to it. 

The CuarrMan. If you don’t get a loan—I don’t care how you get 
it, as long as you get it honestly—you would have to close your doors ? 

Mr. FiscHNALLER. We would have to close it anyway unless we have 
a written agreement with GSA that we can go forward, otherwise we 
would have violated the contract. 

The Cuarrman, And either the Government or someone else is 
going to have to loan you some $400,000 or you are going to close your 
doors ¢ 

Mr, Fiscunaier. It is not exactly that way, sir, because, as I say, 
we will have $75,000 and $100,000 of our own. I think the August 
draw is $37,500. The September draw, which would take in winter 
supplies, is something like $100,000. Then it drops back to the 
$37,000 a month again. 

The Cuatrman. What I am trying to find out is if you do not get 
an additional loan will this property be put on the auction block and 
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sold or will it go defunct and the Government lose all the money it 
has put in it? 

What I am trying to find out is if this Government of ours or some 
private enterpriser is going to put X amount of money, you said it 
was $400,000, otherwise is this project going to go bankrupt ? 

Mr. FiscHnauuer. Yes, sir. 

The Cuarrman, Is that what you are saying ! 

Mr. FiscHnauuer. Yes, sir. 

The Cuarrman. If it went bankrupt, what would happen? The 
Government would, of course, have the first lien on it ? 

Mr. FiscHnauier. Yes, sir. 

The Cuarrman. Does the Government have now an assignment of 
all the equity stock ¢ 

Mr. FiscHNAuuer. Yes, sir. 

The Cuatrman. The Government would become the sole owner of 
the property, subject of course to paying its debt ? 

Mr. Fiscunauuer. Yes, sir. 

The Cuarrman. Does the Government come ahead of the common 
creditors or do you have bills payable? I presume you do. Every 
company does have a few. 

Mr. Fiscunatier. They would be at the end of July, assuming the 
July draw had been given us. Then there would be practically no 
bills. 

The Cuarmman. Is the Government—for the Government’s loan 
they just have as collateral the equity stock, is that right ? 

Mr. Fiscunatier. They have a mortgage on everything. 

The CHarrman. They have a mortgage on the physical property 
as well as the assignment of the equity stock, common stock ? 

Mr. Fiscunauuier. Physical property as well as the real property, 
sir. 

The Carman. Do they have an assignment of their receivables? 
Mr. Fiscunautier. Not in so many words, but they only keep 
them 

The Cuarman. So what it amounts to then, if you don’t get an 
additional loan, in your opinion, the Government will be in the min- 
ing business. Is that what you are saying? 

Mr. Fiscunauzer. That is right. This $405,000 is internal work- 
ing capital. 

The Cuarrman. I understand. 

Mr. Fiscunauter. It is for the fact that you have to put in supplies. 

The Cruarrman. I think we all appreciate the fact that you ship 
5 times a year or 4 and therefore create bills receivable 3 or 4 times a 
year, and under those circumstances it requires much more capital to 
run a business than if you were shipping every day and collecting 
money every day. 

You just create receivables 3 or 4 times a year. 

The Vice Cuatrman, And they have to put in their supplies for the 
entire winter. 

The Crarmrman. You have to carry a much larger inventory of 
everything than a normal company does. You ship 3 or 4 times a 
year, so it requires, under those. circumstances, as far as my businesses 
are concerned, I would require, if I only shipped 3 times a year, and 
invoiced 3 times a year, I would say it would take about 4 times as 
much capital as if you were shipping every month. 
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I just wanted to find out whether or not the Government is going 
to be in the mining business in Alaska unless they wish to loan you 
more money. 

Mr. Fiscunauiter. Again, sir 

The CHarrmMan. I say “you.” I mean the corporation. 

Mr. Fiscunatier. Again, I would like to say it is in the nature 
of a revolving fund, and I would like to see them go ahead. You 
haven’t been in on this perhaps as much, but I look on myself as a 
partner with the Government because I have $63,000 behind this obli- 
gation. I would like to work it out and get mine back. 

The Vice Cuarrman. What you are shipping this year would go 
to pay off your bank loan ¢ 

Mr. FiscHNALLER. Yes. 

The Vice CHairman. It won’t give you any working capital ? 

Mr. Fiscunauuer. Yes. 

The Vick Carman. Will you have an excess on your shipments in 
1954 in excess of the bank loan ? 

Mr. Fiscunatier. Yes. This shipment that was loaded either yes- 
terday or today will produce $75,000 or $100,000, or more than enough 
to pay off our original bank loan, which was a V-loan. So it will be 
that much more. That is one reason our local bank said you don’t 
need $614,000. You are going to have all this money. In October 
you are going to ship again another $100,000 worth. So $405,000 is 
what you need, $402,000. 

The Vice Cuarrman. What is this shipment of yesterday and to- 
day? What will that aggregate in dollars? 

Mr. FiscuNauier. $250,000. 

The Vice CuatrmMan. $250,000? The balance on your bank loan is 
what? 

Mr. FiscHnatier. $155,000. 

The Vice Cuarrman. That excess would be working capital plus 
the next two shipments that you make? 

Mr. Fiscunauier. It will only make one more this time. This is 
the last. boat until September 29, leaving Seattle, turning around up 
there about October 15. 

The Vice CuHarrman. Only one more boat after this shipment ? 

Mr. Fiscunauter. Yes. 

The Cuarrman. Outside of this $63,000 loan 

Mr. FiscHnaLier. Which is mine. 

The CuHarrmMan. You have absolutely no invested money in this 
project ? 

Mr. Fiscunatuer. No; 1 don’t have any other. 

The Cuatrman. Stock you hold was given to you ? 

Mr. FiscHnauuer. Yes, sir. I have to buy it, of course, with this 
loan, and now maybe to make this very clear to you, GSA, who would 
like to have the stock represented by that loan and paid for by that 
loan instead of going into our treasury, the debit will be made against 
me on the books. 

The Vice Cuarrman. When will you get the cash from this ship- 
ment being made yesterday or today from RFC? It goes to Texas 
City, doesn’t it ? 

Mr. Fiscunatier. Let us say—— 

The Vice Cuatrman. Thanks for coming in, Senator. Come back. 

The CHatrmMan. I am busy building houses. 

51710—54—_39 
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Mr. Fiscunauuer. Let us say 15 days to Seattle, which is normal, 
and then let us say 7 or 8 days to Texas City. Texas City will pay the 
week following. So we have to account about 15, 18 more, 33 days, 
I would say. 

The Vice Cuairman. They pay you then before they process it? 

Mr. FiscHNauuer. Yes, sir. 

The Vice CuarrMan. We weren't clear on that. 

Mr. Fiscunauuer. No. In normal times they have great mountains 
of material there not processed but all assayed and carefully weighed, 
not with the idea of confusing anybody but they pay us 85 percent on 
it and then the rest of it later. 

The Vice CuarrmMan. After it is processed there is a plus or 
minus 

Mr. FiscHNauuer. It is assayed right away. If we don’t like that 
assay we have the right to have an umpire. 

The Vick CuarrMan. Go ahead, Counsel. 

Mr. Warren. Mr. Fischnaller, the truth of the matter is that the 
Government has advanced about $3,000,000 on this project and the 
original V-loan of $275,000, has never been paid off ¢ 

Mr. Fiscunauuer. The first figure is wrong, but the second one is 
right. 

Mr. Warren. How much has been advanced ? 

Mr. Fiscunauier. When I was here at this hearing last time it was 
$2..206,000. 

Mr. Warren. And the original $275,000 loan has yet to be paid? 

Mr. FiscuNnauuer. That is right. 

Mr. Warren. And during that entire period of time the General 
Services Administration has had promises similar to those that you 
are making here today, is that right ? 

Mr. Fiscunauuer. No; I don’t think they are anything like these. 
I made the flat statement—— 

Mr. Warren. You have repeatedly stated that you were going to 
be operating in a few weeks or a month or two. 

Mr. FiscHNAuter. I believe that has been said by people other than 
me, yes, in the company. 

The Vice CuHamman. Did you say the loan was not $3,000,000? 

Mr. Fiscunatuer. It was at your hearing. 

The Vice CuarrmMan. That is the only figure we have heard. 

Mr. FiscHnauuer. It has never reached anything quite approach- 
ing that. It is just a figure that has been passed around. I went to 
GSA and got the figure. As I remember it, it was $2,206,000. The 
only time that I ree all it was at your hearings not long ago. 

While we are on the subject Congressman ‘Gamble, I would like to 
say that two hundred-and-some thousand of that is not really due. It 
was done under the exploration law, that said that it was not due 
if the exploration did not produce sufficient to pay it with. In other 
words, the law says it is forgiven us. It has been forgiven us, the 
same as millions of dollars have been forgiven others. So I would 
say the figure is slightly under $2,000,000 sir. Of that, again, I would 
like to say that we now have $2,500,000—$250,000, I would like to 
say in addition to that we probably have a $200,000 inventory. It 
isn’t a serious matter as dollars go to the Government, sir, to explore 
and find out, and maybe your grandchildren and my grandchildren 

can sleep better by knowing there is tin in the Seward Peninsula. 
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Mr. Warren. How much tin was produced in 1950 by the United 
States Tin Corp. ? 

Mr. Fiscunauuer. I don’t know. I do know that within $5,000 
of $300,000 worth was produced in 1950 and 1951 and very little of 
it in 1951. 

Mr. Warren. Mr. Fischnaller, in the questionnaire which you filed 
with the application dated February 14, 1951, page 2—— 

Mr. Fiscunauuer. I don’t have it. 

Mr. Warren. The ninth item. I will read it to you; you stated: 

There is an excellent road 6 miles long from the mine to shipping point. 
We keep this road in first-class condition all the time it is in use. It is a very 
simple matter to keep this road open the year round since snowfall in this 
region is generally light. 

Will you state how you could have made that statement in view of 
the fact that the Bureau of Public Roads records showed this was 
nothing but a bulldozer trail at that time. 

Mr. Fiscunauier. That isn’t true. That road was put in approxi- 
mately in 1903. It has been improved every year since then. In 1948 
and 1949 I moved heavy machinery over it, very heavy machinery 
over it. At times that road was in perfect shape. At other times it 
would be by gushing water in spots worn out but instantly fixed. 
The road was always good. 

Mr. Warren. Mr. Chairman, I would like to quote from a letter 
dated May 15, 1951, signed by Kenneth J. Kadow, addressed to Mr. 
W. L. Gibbon, attorney, Seattle, Wash. I quote: 


I enclose herewith a contract we must sign indicating what we must do and 
what territory road commission will do. They will give us $15,750 toward com 
pletion of the whole project. Remember we are dealing with two outfits, one 
giving us timber and the money to haul it to the job and the other giving us 
$15,750 to construct a bridge and road. Hugh Wade will soon have a contract 
ready for approval by the housing company which I shall call the Lost River 
Homes, Inc. 


The second memorandum dated October 30, 1951, signed S. H. Lo- 
rain, executive officer, region I, Bureau of Mines, states : 


On January 22, 1951, the United States Tin Corp. submitted through the Alaska 
field team, DMA, an application for a loan with which to start production from 
its tin-tungsten lode on Lost River, Seward Peninsula, in Alaska. It is expected 
that full-scale (100 tons per day) production from the lode mine will be started 
sometime between February and July 1951 depending upon difficulties that may 
be encountered in connection with underground rehabilitation. It is planned 
that the rate of production will be expanded to 300 tons per day within the 
next year or so. Ultimately production of 1,000 tons or more per day may be 
expected. 

Inasmuch as the mining operations at Lost River constitute the first important 
tin mining operation on the North American continent as well as an important 
supply of tungsten, inasmuch as success of this operation is expected to stimu 
late further prospecting and exploration for tin in adjacent areas, every possible 
assistance to insure its success should be given. 


Letter dated May 21, 1952, headed Bureau of Public Roads to Com- 
missioner, Review Board, Program Approval, Alaska project AM-1, 
sets forth— 
program approval of construction in the amount of $35,000 is now recommended 
for improvements to be accomplished in calendar year 1952 and to be concen- 


trated on the portion of the project extending from the tin mine to the beach 
section, a distance of 6.5 miles. 
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A year later, on May 5, 1953, a memorandum of the Bureau of Pub- 
lic Roads to the Commissioner, Review Board entitled. “Increase. in 
Access Road Funds for Alaska Project AM-1”: 

An increase in access road funds in the amount of $18,000 is necessary for the 
public project providing for the improvement of 26.5 miles of roads to serve the 
Lost River Tin Mine loeated on the Seward Peninsula approximately 90 miles 
north of Nome, Alaska. 

_ The memorandum dated March 10, 1954, to Mr. A. C. Clarke, Deputy 
Commissioner, Bureau of Public Roads, Washington, D. C., from F. E. 
Andrews, Acting Division Engineer of Portland, Oreg.: 

Our Alaska district has requested approval of an additional $10,000 allocation 
of defense highway funds for completing the access roads to the Lost River Tin 
Mine project AM-1. 

Letter dated March 21, 1952, on the letterhead of the Bureau of Pub- 
lic Roads to Mr. H. E. Hilst, Deputy Commissioner, Washington, D. C., 
from Hugh Stoddard, division engineer : 

Federal funds are recommended for the entire estimated cost of $200,000 as no 
other funds are available. 

That is for the 26.5 miles of road, 

Representative Brown. What date was that ? 

Mr. Warren. Dated March 21, 1952. 

Mr. Fiscunatter. That distance is to the city of Teller where we 
get our labor and for a long time got some supplies. We have no inter- 
est in the road ourselves. 

Mr. Warren. I have a letter here from the Bureau of Public Roads 
on the letterhead of the Bureau of Public Roads, Washington, D. C., 
dated July 14, 1954, addressed to Mr. A. E. Pierce, Staff Director, 
Joint Committee on Defense Production, signed by F. V. Dupont, 
Commissioner of Public Roads, and it shows that on January 22, 1951, 
United States Tin Corp. through the Alaskan field team, Defense 
Minerals Administration, applied to the Defense Minerals Admin- 
istration for a loan with which to start production from its tin-tung- 
sten lode on Lost River, Seward Peninsula, Alaska. There are three 
pages of correspondence with respect to their request for funds for 
roads which Mr. H. R. Fischnaller stated in the application was an 
excellent road, I suggest that letter be made a part of the record. 
(See p. 627.) 

Mr. Fiscunauier. I would like to repeat it was an excellent road 
as roads go in Alaska, and that I did move that heavy machinery 
over it. That we did have to ford it for several weeks. Sometimes 
we were held up an hour or two with a freshet but nothing serious. 
Since then the road has been improved. I would like to say to you 
that 80 percent of our labor are Eskimos and they go back and forth 
to Teller. Some of their families live there. They have a small cit 
there, a much better city than the city of Teller and, as has been said. 
about as good as the city of Nome. There are two churches. There 
is a recreation hall, a movie, all of which you have to have to keep 
the men there. I don’t have the exact figures but I heard it said that 
without our payroll the Alaskan native service would pay $800,000 
or $400,000 a year for the maintenance of those Eskimos that work 
for us. 

The road, I repeat, was good. It is good now. It was good then. 

Mr. Warren. Why did you have to request all these funds 
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Mr. Fiscunauier. I never requested any of them. The city of Tel- 
ler probably did. 

Mr. Warren. I would like to quote from the field team report, Mr. 
Chairman, dated January 22, 1951, at the time this matter was re- 
ferred to the Alaska field team : 

Improvement of the 6 miles of road from the mine to the beach at the mouth 
of Lost River is necessary for continued placer operations or the proposed lode 
mining plant. 

Have you ever been on this road, Mr. Fischnaller? 

Mr. FiscHnauuer. No, I have never been at the mine. 

Mr. Warren. Did you state that in the application ? 

Mr. Fiscunauter. I don’t think so. 

Mr. Warren. How do you know what kind of roads you have there? 

Mr. Fiscunauer. Because I trust my partners. They told me and 
described it repeatedly, dozens of people have. I know I moved that 
heavy machinery over there. 

The Vice Cuarrman. You say you have never been to the mine. 

Mr. Fiscunauuer. No; I don’t fly as a matter of doctor’s orders. 
There is no other way to go there. 

Mr. Warren. Here is a further statement with regard to water. 
This is in the same questionnaire which you submitted, and which 
was made a part of the application, dated February 14, 1951, para- 
graph 11: 

There is an excellent, constant supply of water from the main winze, and from 
a spring nearby. The spring gives 120 gallons per minute and never freezes. 
In addition Cassiterite Creek and Lost River water is available for about 6 
months per year. 

Is that a true statement or a false statement ? 

Mr. Fiscunauuer. A very true statement. My records show that 
our worry was not for water but for drowning out the men. We put 
in automatic pumps to keep from drowning them out. As we drilled in 
the main winze men were driven clear across the entryway by the 
volume of water coming out there. We put big Cameron sinking 
pumps in there, many, many years ago just to safeguard them. We 
Coa every reason to believe when we got down in the No. 3 winze 
again, and removed those plugs that there would be ample water. 
The spring even for a little bit of the time in April of this year pro- 
duced more than 120 gallons per minute. 

Mr. Warren. Do you mean to state, that immediately prior to the 
time you filed the application on February 14, 1951, there was an ade- 
quate supply of water at that mine? 

Mr. FiscHNatter. I mean to say the last time we were in that winze 
our men were driven away and darned near drowned by the over- 
abundance of water. 

Mr. Warren. When was that? 

Mr. Fiscunauier. About 1924. 

Mr. Warren. 1924? And now you make a statement in your 1951 
statement to be a fact because it was a fact in 1924? 

Mr. Fiscunauuer. The bottom of that winze was below sea level. 
It was one of the mysteries as to why there isn’t water there now. 
I think there will be water again. I think any minute there will be 
lots of water. 
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Mr. Warren. Was there an adequate supply of water on the date of 
February 14, 1951, when the application was filed or was there not an 
adequate supply of water ? 

Mr. Fiscunauier. I don’t know. That winze caved in in the mean- 
time. I don’t know. 

Mr. Warren. When did the winze cave in ? 

Mr. Fiscunauier. We don’t know that. When we went in in 1951 
it had caved in. 

Mr. Warren. It could have caved in in 1925, as far as you know? 

Mr. FiscHnauuer. It could have. 

Mr. Warren. Mr. Chairman, I would like to quote from a letter 
dated April 17, 1952, forwarded by Mr. Kenneth J. Kadow to Mr. 
W.L. Gibbon, attorney : 


Enclosed please find copy of my letter to General Services Administration of 
April 18, copy of my note for $18,050 plus copy of my mine report. Please make 
the first two an official part of our records. The only water in sight yet is my 
tears and boy they are sure getting to be big ones. 

That is on April 17, 1952. I would like to quote further from a 
letter dated April 18, 1951, 1 month or less than 1 month after the 
contract was signed, addressed to Mr. John C. Reed, United States 
Geological Survey, Department of the Interior, from Kenneth J. 
Kadow: 

One of the biggest problems which we have and must find an answer to before 
we can carry out a large-scale winter lode operation is the supply of water avail- 
able to us. You undoubtedly know this supply is ample in the summertime and 
thought to be ample in the wintertime. The principal winter source on which 
we are relying is from the mine shaft itself, and Mr. Sorenson is definitely of 


the opinion that this is an unreliable source of water at best. We have no 
reliable data on this problem. 


Mr. Fischnaller, can you state how much money has been spent on 
the water system ? 

Mr. Fiscunaiier. I believe it is approximately $125,000. 

Mr. Warren. $125,000 for something you said was adequate in your 
application ¢ 

Mr. Fiscunauier. It developed, as he said, it developed that at the 
bottom of that winze which is caved in—— 

Mr. Warren. If you can be that wrong on that item, how can you 
expect this committee to believe these promises you make about future 
delivery on tin. 

Mr. Fiscunatier. You want me to answer that? 

Mr. Warren. I want an answer, yes, sir. 

Mr. Fiscunauuer. I don’t think you have only my word for it. I 
think you have Mr. Croston’s word for it as well. 

Mr. Warren. I would like to quote from a letter dated November 
12, 1951, in an application to the Department of the Interior for an 
exploration loan, and you stated: 

Our winter water supply in the shaft appears adequate for 300 tons a day op- 
eration but if not water exists in fairly large quantities 24% miles to the south at 
the junction of Cassiterite Creek and Lost River. 

Here almost a year after you knew you didn’t have water you were 
filing a second application for a loan of $226,000 and you said there 
was enough water for a 300-ton-a-day operation. 

Mr. Fiscunatier. What is the date of that ? 

Mr. Warren. November 12, 1951. 
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Mr. Fiscunauier. And I wrote a letter like that ? 

_ Mr. Warren. This application was filed by the United States Tin 
Corp. 

Mr. Fiscunauuier. I wouldn’t have known about it. 

Mr. Warren. Was this statement correct or incorrect ? 

Mr. Fiscunatier. Well, I still think there is lots of water there. So 
I would have considered it correct. But I didn’t have to know about 
it. 

Mr. Warren. Have you had sufficient water to use in the operation 
of mining? 

Mr. Fiscunauier. Not from the shaft itself, although at any mo- 
ment we may get too much. 

Mr. Warren. Hasn’t the mill been closed down time after time for 
lack of water ? 

Mr. Fiscunauuer. For a few hours at times, and once for 20 hours, 
I think. 

Mr. Warren. Mr.. Fischnaller, there must be correspondence 2 
inches thick, in the file about the time this mine has been closed down 
for lack of water. 

Mr. Fiscunauier. It could be, sir, I don’t know. 

Mr. Warren. Were you advised of that ? 

Mr. FiscHNauuer. No. 

Representative Brown. That $226,000 is for that one item of water ? 

Mr. FiscHNALLER. $225,000. 

Mr. Warren. The $226,000 was an application that they filed for 
an exploration loan later on after they knew they didn’t have any 
water, and they said they had enough water for 300 tons, 

Mr. Fiscunatuer. That was cut from $1 million in the appropria- 
tion, that request, actually. 

Representative Tate. I think you said, Mr. Fischnaller, that you 
have never been at the mine. 

Mr. Fiscunauuer. No, I have never been there. 

Representative Tatie. Have you been in Alaska? 

Mr. FiscHNAuueR. Yes. 

Representative Tatue. Are you familiar with the area where the 
mine is located ? 

Mr. Fiscunatter. Familiar with it from maps, and so forth. I 
really know it as well as if I had been there, sir. 

Representative Tarte. When were you there the last time? 

Mr. Fiscunatter. In Alaska or at the mine? 

Representative Tatie. In Alaska. 

Mr. Fiscunatier. Something over a year ago, maybe a year and a 
half ago. 

Representative Tarte. Did you travel by boat to get there? 

Mr. FiscHnater. Yes, sir. 

Representative Tarte. You have never seen the mine? 

Mr. Fiscunatter. No, sir. I don’t know whether it was brought 
out, but I have been familiar with the mine since 1913. I put my money 
in since 1915 and yet I have never seen it. 

Representative Tarte. You say you have to fly there. Where would 
you land? 

Mr. Fiscunatier. You would land—there are two ways of going. 
PanAm runs some very fine planes that land at Fairbanks, Seattle to 
Fairbanks, and then on to Nome. There are other ways of going where 
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you end at Fairbanks and then take the Wein Airlines, more or less 
bush-pilot thing to Nome. But always the last part is by bush-puilots. 

The Vick CuarrmMan. How do you get to the mine from Nome? 

Mr. FiscuNnauuer. By the bush-pilots. We have two excellent land- 
ing fields, one for heavier stuff and one for lighter planes. 

The Vice Cuarrman. At the mine? 

Mr. FiscHNAuuer. Yes. 

Representative Brown. How far is the boat landing from this prop- 
erty ¢ 

Mr. Fiscunatuer. All of the Bering Sea is shallow. The boats land 
probably 800 or 900 feet offshore. Everything is lightered. 

Representative Brown. How far is that from this property ? 

Mr. FiscHNALLER. 614 miles. 

Representative Brown. You don’t have any kind of a road from the 
boat landing? 

Mr. FiscHnatuer. To the mine? 

Representative Brown. Yes. 

Mr. Fiscunatuer. An excellent road. 

Representative Brown. If you landed there, why couldn’t you go 
over that road ? 

Mr. FiscHNnauier. Ships don’t carry passengers, sir. Thoy are 
freighters. They carry no passengers. 

Representative Brown. You said you went there by water. 

Mr. Fiscunauuer. No, I went to Juneau and other parts of Alaska, 
but I have never been at the mine. 

Mr. Warren. Mr. Fischnaller, was the $125,000 spent to get water 
from a spring ? 

Mr. Fiscunatier. Yes. 

Mr. Warren. What was the highest you got up, 300 gallons a 
minute ? 

Mr. Fiscunauier. I was away from there, as I told you, all that 
time. I have heard a figure of 350 gallons at times. From my own 
knowledge, I don’t know. 

Mr. Warren. I would like to refer to a report from the United 
States Tin Corp. dated February 1954, in which it is stated— 
the water decreased an estimated 75 gallons per minute and then remained 
steady at this volume. Water was bypassed at the pump during the month in 
order to allow longer periods of continuous pumping. Occasionally the pump had 
to be shut down for an 8-hour period to allow the water level in the pump to build 
up. With the thickening of operation in the mill in March the water shortage 
should be eliminated. 

There was a water shortage after the expenditure of all these funds 
in 1954, and this report shows that the mine was closed down for lack 
of water 86.2 hours in February 1954. 

Mr. Fiscunauier. That would be something approximating 314 
days. I believe that is right. I know this sounds like a lame excuse. 
I looked into that one phase of it and found that since records were 
kept the cold weather had not been as continuous or as cold in January 
and February as it was this past year, resulting in underground water 
that fed that spring, freezing somewhat. The permafrost there goes 
as much as 160 feet at times. So I could understand that that was an 
extraordinary situation. 

Mr. Warren. Mr. Fischnaller, will you state just what was at this 
mine in the way of equipment and buildings when the Government 
loaned money to the United States Tin Corp. ? 
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Mr. Fiscunatier. I wonder if I should explain what permafrost 
means, the distance that it freezes down in the ground, as here you 
might have ground frozen 3 or 4 feet at times. It goes to well over 
100 feet up there. Would you ask me that one thing again. 

Mr. Warren. My question was: Just what was at the mine in the 
way of equipment and housing at the time the first V-loan was made? 

Mr. FIsCHNALLER. Well, I believe I could enumerate a lot of things, 
but let us say that I believe some $400,000 worth of material and the 
cost of taking it to the mine—— 

Mr. Warren. What material? 

Mr. Fiscunautier. Equipment and things like that, things to take 
it to the mine. 

Mr. Warren. That was for placer mining; wasn’t it? 

Mr. Fiscunauuer. No. I am talking about lode mining. You must 
remember that that winze of which we spoke awhile ago was in there 
along with four adits or one-end tunnels, if you like. 

Mr. Warren. When was the winze installed ? 

Mr. FiscHNALLER. Some time before 1924. The adits started in the 
year 1900. And during the years past these various ore adits, starting 
with the lower one, which is about 300 feet above sea level into the 
side of the hill, a long ways back, exactly 100 feet above, but with the 
angle of the hill No. 2 went in, exactly 100 feet, and again with the 
angle, No. 3, and then— 

Mr. Warren. There wasn’t anything in the way of buildings and 
machinery there that was worth anything ? 

Mr. FiscuNauuer. Yes. 

Mr. Warren. What was there ? 

Mr. Fiscunauier. We are using today the main bunk houses. They 
were there. The machinery was there. There were hoists, two hoists. 

Mr. Warren. What else was there / 

Mr. Fiscunauuer. There were hoists. The big Cameron sinking 
pumps were there. A 5-by-4 ball mill was there. A crusher was there. 
Spirals were there. Three, I believe, bulldozers. Maybe 20 Athey 
wagons. Lots of mine cars. 

Mr. Warren. Are you referring to February 14, 1951 ? 

Mr. Fiscunatter. Yes. I would say 20 miles of rail, a complete 
laboratory, garage, machine shop, several other dwellings, and at the 
beach—— 

Mr. Warren. Are you sure all of this was there on February 14, 
1951? 

Mr. Fiscunauier. Mr. Warren, $400,000 has been spent in the years 
gone by. 

Mr. Warren. Are you sure that what you have set out was at the 
mine on February 14, 1951? 

Mr. FiscHnauuer. Yes. I am sure what I am talking about was 
there. 

Mr. Warren. And what you have stated for the record ? 

Mr. Fiscunatier. What I have just now stated was there, plus 
other things. 

Mr. Warren. What else was there ? 

Mr. Tarney. May I have a moment ? 

Mr. FiscHNALLER. You have said what else is there. 

Mr. Warren. What else was there? 
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Mr. Fiscunauuer. A blacksmith’s shop was there. Our somewhat 
makeshift hospital was there, not a hospital as you know them today, 
but it was there. At the beach we had some buildings, a warehouse. 
There was a barn for our horses, as we used horses originally. 

Mr. Warren. Was that there in 1924 or was that there when the 
application was made? 

Mr. Fiscuna.uer. It was there at the time the application was filed, 
and I had sent up in 1948 and 1949 some of this machinery. 

Mr. Warren. We would like to get on with this hearing, Mr. Tar- 
ney ; if it is a legal question, all right. 

Mr. Fiscunauer. He was merely saying how did I know it was 
there. Mr. McIntosh was morally the finest man I have ever known 
and he said it was there. Pictures bear it out. 

Representative Tatue. Mr. Fischnaller, you heard the testimony 
of Mr. Eastland with reference to Mr. Gibbon. Do you know whether 
Mr. Gibbon is here in the city ? 

Mr. Fiscunauuer. I know he isn’t, sir, but I know he is just aching 
to come. In referring to that, I don’t think there that Mr. Eastland 
made it quite plain, although he didn’t obscure it at all, I don’t mean 
that, I think he found that Mr. Camby, his man, and he partly said, 
so far as he could see the records had not been doctored and there was 
no reference to the hiring of Mr. Kadow. Mr. Kadow’s name wasn’t 
even in our December meetings. I think you said that; is that 
right, sir? 

Mr. Eastianp. Yes. 

Mr. Fiscunauuer. So we have that peculiar situation. One I can’t 
understand. I have a high regard for Mr. Clifford Smith and his ac- 
curacy and his honesty. I call attention to the fact that that could not 
be right. 

The Vice CnatrMan. He couldn’t make it out. 

Mr. Fiscunauier. I don’t understand it. It isn’t there. 

The Vice CuarrMan. It is presumably an accurate statement made 
from the minute books and he copied it off in longhand. I saw it and 
talked with him afterward. 

Mr. Fiscunauier. Yes. I don’t understand it since I know that it 
cannot be right. 

Mr. Warren. You admit there was an entry on January 10, 1951, 
at which time Mr. Kadow was mentioned in that entry, don’t you? 

Mr. Fiscunauuer. January 10 was a stockholders meeting, was it 
not ¢ 

The Vice Carman. Yes. 

Mr. Fiscunauuer. If so, his name could have been mentioned but 
I don’t remember. 

Mr. Warren. It confirmed the previous meeting of December 18, 
1950, did it not? 

Mr. Fiscunauter. I don’t think there was anything in the Janu- 
ary 10 meeting about Mr. Kadow. 

The Vice Cuarrman. Yes, according to Mr. Smith’s testimony. 

Mr. Fiscunauier. Aside from Mr. Smith’s testimony. I am sure 
you will be completely satisfied that Mr. Smith was absolutely in 
error. 

The Vice Cuatrman. I wouldn’t be satisfied. I think we will have 
to ask you to produce the minute book. 
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Mr. Fiscunatuer. I think we will probably come around to that. 
We will get around to it. 

The Vice Cuarrman. You have no objection to doing that, I 
assume ¢ 

Mr. Fiscunauier. No. 

Mr. Warren. Do you admit or deny that Mr. Kadow was hired 
on January 10, 19514 

Mr. Fiscunauter. I would deny that, too. 

The Vice Cuarrman. When was he hired ? 

Mr. FiscHnauuer. Well, I don’t know, sir, and I am ashamed to 
say so. I don’t know when he was hired. I recommended him some- 
time in January and the directors just sat around. They didn’t do 
anything about it until I got after them and then they began looking 
into his many recommendations. As the replies came back on those 
they fell all over themselves to hire him. 

Mr. Warren. Was Mr. Kadow at the January 10, 1951, meeting 
of stockholders ? 

Mr. Fiscunatier. I wouldn’t think so. 

Mr. Warren. Do you know ? 

Mr. Fiscunatier. No. 

The Vick Cuarrman. At the time you hired Mr. Kadow did you 
enter into a formal written contract with him ? 

Mr. FiscHNnauuer. Yes sir. 

The Vice Cuatrman. I understand you did. 

Mr. FiscHNALLER. Yes, sir. 

The Vice Cuatrman. What would be the date of that contract ? 

Mr. FiscHNALLER. Sometime in March. 

The Vice Cuarrman. Have you a copy of that contract? 

Mr. Fiscunauier. No, I don’t, but we will surely bring one. 

The Vice Cuatrman. I wish you would. 

Mr. Fiscunatier. While we are on the subject, could we set some- 
thing else a little bit straight? I know you were much interested at 
the only time I was here 

The Vick CuarrMan. I remember you were here. 

Mr. Fiscunauuer. I was only here once. I noticed you were very 
much interested in the fact and even made the remark, “Did they give 
him 8,500 shares of stock just for signing a contract for a good job?” 
Do you remember saying that ? 

The Vice Cuarrman. Yes. 

Mr. Fiscunauier. O. K. sir. That had absolutely no truth in it. 
There was nothing like—it is pretty hard to keep quiet at that moment, 
but naturally I had to—I don’t think there is anything in any con- 
tract that says he received 8,500 shares of stock as a bonus for sign- 
ing a contract. I know that isn’t true. I don’t think it was stated 
in that form, but it isn’t true whether it was stated or not. 

The Vice Cuarrman. I understood that he took that from the rec- 
ords for services rendered or something of that sort. I said, what 
were the services and he said, signing the contract. 

Mr. Warren. Mr. Chairman, I think Mr. Bellino has seen the 
record on that. It might be appropriate for us to ask him. 

The Vice CHarrMan. Go ahead. 

Mr. Fiscunauter. I would like to clear it up, too. 

Mr. Beturno. There is no question that the minutes of May 16- 
May 17, minutes of 1951, show that 8,500 shares of stock were to go 
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to Kadow for his consideration in executing a contract to work for 
the United States Tin Corp. 

Mr. Fiscunauzier. I would like to say, sir, unless they are brought 
before you that that isn’t true. 

The Vice CHatrmMan. Have you seen the record ? 

Mr. Beturno. Yes, sir, I saw the record and I copied it. I have 
my notes from it and also the accountant from Rankin & Stokes saw it. 

Mr. Warren. Will you agree to bring the minutes of the stock- 
holders’ and directors’ meeting and any similar action taken by the 
board of directors? 

Mr. FiscHnauier. Waita minute. Minutes—— 

Mr. Warren. All minutes. 

Mr. Fiscunatier. Yes, all minutes. I want to qualify that only 
this way, that there were very few minutes prior to my stepping prac- 
tically out of the tin company. I will bring the secretary and the 
minutes here. 

Mr. Warren. And the production records, too. We want to know 
v7 * this mine 

. Fiscunatier. The production records you have. 

Mr Warren. And where the tin is sold. 

Mr. FiscHNaALLeR. You mean, up to 1951? 

Mr. Warren. I mean, 1948 to the present time. We want to know 
every bit of tin that has been produced and where it was sold. 

Mr. FiscHnatier. Just a minute now. You want a record of tin 
and tungsten sales ? 

Mr. Warren. When it was produced and when it was sold and to 
what party it was sold to. When do you have minutes, for what 
period of time? 

Mr. Fisconauier. We have minutes, I guess, from the date it was 
from before the date of incorporation, of course. We were obliged to 
have minutes of incorporators’ meetings, and so forth. 

Mr. Warren. We would like to have all those minutes. 

Mr. Fiscunatier. Minutes, all, I said. 

Mr. Tarney. May I confer for just a moment? 

Mr. Warren. Can you have them here Monday morning? 

Mr. Tarney. May I confer a moment, please, Mr. Chairman, as to 
the schedule ? 

Representative Tair. Proceed. 

Mr. Fiscunatier. Would you subpena Gibbon? Otherwise, I will 
have to pay it out 

Mr. Warren. No, sir. We want the records. You have come here 
to testify. You should have brought the records with you. You didn’t 
bring them. So youcan have them sent to you. If you want to bring 
Mr. Gibbon, that is all right, all well and good. I would like to have 
them Monday morning. 

Mr. Fiscunauuer. I would like to ask again—you are after facts, 
as Mr. Brown has said, I seem rather vague, as the chairman has said, 
and you have already spent a lot of money on this, I would like to say 
again that you should subpena 

“Mr. Warren. You were chairman of the board of directors. Can't 
you take the records and testify from them ? 

Mr. FiscHnatuer. I repeatedly told you and said so in a statement, 
that I am not very familiar with anything since the Government loan. 

Mr. Warren. We want the records to examine. That is what we are 
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asking for. If after we have made an examination of the records and 
we want other people to testify, we will subpena them. 

Mr. Fiscunauuer. I just want the record to show that I have asked 
you todoit. I will stop on that basis. 

Mr. Tarney. I will say that is fair enough. We will produc e the 
records as quickly as air travel will produce it and be here parcel post. 

The only point I would like to make is this, Mr. Chairman. Mr. 
Fischnaller, as I understand it, has personal knowledge of only cer- 
tain periods of time here, and while of — he is personally agree 
able to produce the records he will only be able to identify parts of 
those as records of which he will have personal knowledge of what is 
in them. As long as that is understood, that he will testify to any- 
thing about whic -h he knows, the records will be produced in their en- 
tirety. 

Mr. Warren. Then identify the records when they send them. 

Mr. Tarney. Yes, he will identify the records and they will be pro- 
duced in their entirety. 

The Vice CHarrman. Who drafts the minutes? 

Mr. Fiscunauter. The secretary. 

Mr. Tarney. That is Mr. Gibbon. 

Mr. Fiscunatuer. I think you ought to have—— 

Representative Tare. The Chair would like to state that Mr. Fisch- 
naller has been asked to produce the records for study by the staff in 
the committee, and then in the event that it should appear to be desir- 
able to subpena Mr. Gibbon, it might be considered at that time. 

Mr. FiscHnauier. You will consider it at that time. 

Representative Tate. But the first important thing is to get the 
records here quickly. 

Mr. Tarney. The records should be here Monday morning. 

The Vice Cuamman. We will have a recess for 10 minutes. There 
will be a vote in the House on an amendment and they have sent for us. 

Representative Tatix. This is the regular vice chairman, Mr. Gam- 
ble. SoTIam absolved of any further duty. We will stand in recess 
for 10 minutes. 

(A short recess was taken.) 

Mr. Warren. Mr. Fischnaller, in testifying this morning with re- 
gard to the check which Mr. Irvin Hoff gave or two checks that he gave 
in payment of the stock, who was the check made out to, or the checks? 

Mr. Fiscunatier. I can’t remember but I believe I can get them for 
vou. I asked that they be made out to the Chief Joseph State Bank, 
but I won’t state that that is the way they were. He may have sent 
them to me. 

Mr. Warren. You don’t know whether you received them personally 
or whether the United States Tin Corp. received them ? 

Mr. Fiscunatier. The United States Tin Corp. would not have 
received them. 

Mr. Warren. How did you set them up with the United States Tin 
Corp. ? 

Mr. Fiscunauuer. I told them to charge them to me. Charge the 
shares to me. 

Mr. Warren. Is there any record of that being charged to you? 

Mr. Fiscunaturr. No. I think I stated, and if I didn’t I would like 
to now, that there was an argument that they thought the company 
should give me those shares and not deduct them. 
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Mr. Warren. Is there any record in the company ? 

Mr. Fiscunauuer. I doubt it. I 

Mr. Warren. Was that taken up at a directors’ meeting or stock- 
holders’ meeting ? 

Mr. Fiscunatter. Taken up in a directors’ meeting, but I don’t 
think there isa record of it. 

Mr. Warren. Why wouldn’t it be a part of the minutes? 

Mr. FiscuNauier. It was a sort of off-the-record thing. 

Mr. Warren. Mr. Fischnaller, do you mean to tell us that all of 
these things that would affect you adversely are off the record? 

Mr. Fiscunauuer. Well, I didn’t say that any other thing was off 
the record,did I? I don’t believe I did. 

The Vice Cuaimman. But I don’t see how that could be off the 
record. 

Mr. Warren. How could this company give this stock without mak- 
ing some kind of entry? 

Mr. Fiscunauier. I guess they couldn’t. I understand they made 
an entry that said for services rendered. I understand that that is the 
way it reads. 

Mr. Warren. And that was the entry that you referred to? 

Mr. Fiscunatier The only entry that they made. 

Mr. Warren. That is the only entry that you know of that was 
made with regard to this stock ? 

Mr. Fiscunaurr. Yes, sir, but it was actually a combination deal. 

Mr. Warren. Mr. Fischnaller, isn’t that an odd way to make that 
entry, if the circumstances that you set forth are correct? 

Mr. Fiscunautrr. It would be a natural way to make it if the lady 
who handles the stock record was just told to issue it. I testified, you 
know, that the company had never sold any stock. So that it wouldn’t 
be a matter of money coming into the treasury, since that would have 
been something brand new to her. 

Mr. Warren. What date are those checks that Mr. Hoff gave you? 

Mr. Fiscunauier. I think the first one would have been in 1950, 
but I think the second one would have been 

Mr. Warren. What date in 1950? 

Mr. FiscHnauter. I can’t say that. I don’t know that. 

Mr. Warren. How much? 

Mr. FiscHNAuLER. $2,000. 

Mr. Warren. And the second check was when ? 

Mr. Fiscunauier. It would have been in 1951. There was no use of 
taking it out of his savings account. 

Mr. Warren. How much? 

Mr. FiscHNatier. $1,000. 

Mr. Warren. Can you produce those for us? 

Mr. Fiscunatier. Well, I don’t know but I imagine 

Mr. Warren. Will you attempt to produce them? 

Mr. Fiscunauier. Yes. 

Mr. Warren. Mr. Fischnaller, in the application of February 14, 
1951 

Mr. Fiscuna.ier. Just one second, 

Mr. Tarney. Will photostats of these checks be all right? 

Mr. Warren. I would prefer to have the originals. 
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Mr. Tarney. I am not sure how long it will take to do that. Sup- 
pose we produce the photostats and then you decide if you want the 
originals. 

Mr. Fiscrunanter. Just one second. Let me write this down. Hoff’s 
checks. That is all you asked for. 

Mr. Warren. There is no question about Mr. Billingsley’s being 
issued for services rendered, is there ? 

Mr. Fiscunauier. No. 

Mr. Warren. There is no question about Miss Sanders paying you 
anything for your stock ? 

Mr. Fiscunauuer. It was the the same sort of deal as Hoff. 

Mr. Warren. If she has a check we would like to have that check, 
or anyone who paid you for the stock that we have questioned you 
about in connection with services rendered. (See p. 629.) 

Mr. Tarney. Maybe I could shed some light on these checks. Those 
checks were not drawn payable to Mr. Fischnaller. One check was to 
the bank and the other was to the Seattle Trust & Savings Bank, 
marked to the account of the Chief Joseph Bank at Bridgeport, that is, 
Hoff’s check. 

Mr. Warren. Let’s bring the checks in and take a look at them. 
Mr. Fischnaller, you stated in the application of February 14, 1951, 
on page 5 of the application that the entire able-bodied man popula- 
tion of Teller, Alaska, depends on this company for employment, that 
the stores at Teller depend largely on this payroll. Did the entire 
able-bodied male population of Teller, Alaska, depend on your com- 
pany for employment ? 

Mr. FiscHnatuer. So the storekeepers told me, yes. 

Mr. Warren. How did the storekeepers tell you that when you had 
never been there ? 

Mr. FiscHnatuer. They came down—— 

Mr. Warren. Came to Seattle and told you that ? 

Mr. Fiscunatier. They didn’t come down for that purpose, but 
they came to Seattle. 

Mr. Warren. Why was your company looking all over the country 
for laborers if all these laborers were available there at Teller, Alaska ? 

Mr. Fiscunatuer. We have never looked for laborers. 

Mr. Warren. The records indicate otherwise, Mr. Fischnaller. 

Mr. FiscHnauxer. No, we looked for skilled labor. 

Mr. Warren. You looked for miners, didn’t you? 

Mr. Fiscunauier. Miners are skilled labor. An Eskimo is not a 
miner. 

Mr. Warren. But there is numerous correspondence indicating that 
your organization went out and looked for laborers or miners and 
advertised on the radio for them ? 

Mr. Fiscunatuer. Yes. 

Mr. Warren. Mr. Sorensen held interviews. 

Mr. Fiscunatier. I don’t know anything about radio advertising 
or advertising of any sort. Weare always looking- 

Mr. Warren. I quote from a letter dated August 2, 1952, addressed 
to Mr. Kenneth J. Kadow, from Mr. Sorensen, mine superintendent : 

In your July 22 letter you state that Harry has lots of miners lined up. Now, 
has he? Or is it a bunch of skid-row bums? I wired Harry about the middle 


of July to send me four experienced miners. I don’t want a bunch of skid-row 
bums. If he sends the 4 I asked him to, I shall have to use the schoolhouse for 
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sleeping quarters for the 3 engineers from the Territorial mining department. 
Expect him here as soon as flying resumes. 

Letter dated May 14, 1951, to Mr. Tom Lyon from S. H. Lorain, 
regional director, region 1, Bureau of Mines: 

Also, the Alaska Native Service is planning to transport a colony of King 
Island Eskimos complete with housing to Lost River to serve as common labor. 


Letter dated April 25, 1951, to Harry Fischnaller from Mr. Kenneth 
J. Kadow: 


For example, the Alaskan Native Service is willing to take full responsibility 
for moving the natives, for putting in a commissary for everybody’s needs, pos- 
sibly establishing a restaurant for feeding the natives in a manner suitable to 
them. 

You further state in your application that— 
white native labor are available and depend on our operations for livelihood. 
Housing facilities need to be slightly augmented. 

Another statement is that the “water supply is adequate.” And in 
Mr. Sorensen’s report of February 6, 1953, on the letterhead of the 
United States Tin Corp., Lost River, "Al: iska, the following language 
is contained : 

A mining camp village has been built where nonexistent prior to August 1951. 

Mr. FiscHNALLER. Excuse me. 

Mr. WarrEN (reading) 

This village consists of 23 finished and 3 partially finished units, a general 
store, a 20-foot by 80-foot recreational building, a school and radio station. 

You state that housing facilities need be slightly augmented. Mr. 
Sorensen states there weren’t any housing facilities there. Which is 
correct ¢ 

Mr. FiscHnautier. What is the date of that letter ? 

Mr. Warren. February 6, 1953, but he is referring to the period 
prior to August 1951. 

Mr. Fiscunauuier.-Prior to August 1951. What is the question 
you would like to ask me ¢ 

Mr. Warren. Mr. Sorensen states that the housing did not exist. 
You stated it did exist. 

Mr. Fiscunauier. I didn’t state it existed. 

Mr. Warren. What kind of housing did you have there ? 

Mr. Fiscunauuier. Are you saying now—are you connecting this 
with the application—with your question of what was up there in 
1951? 

Mr. Warren. I want to know just what housing was there when 
you filed the application ¢ 

Mr. Frscunauter. I told you what was there. I gave you a list 
of the buildings. A bunkhouse that had once ht andled as many as 25 
men. I enumerated the buildings even to the haphazard hospital, 
the barn, the warehouses at the beach, and so forth. 

Mr. Warren. How much money has been spent on housing since 
that time? 

Mr. Fiscunauier. I don’t know. I have no idea. 

Mr. Warren. You know it is thousands and thousands of dollars? 

Mr. Fiscunauuer. Yes; I believe that. 

Mr. Warren. Would you say it was more than $100,000 ? 

Mr. Fiscunatuer. I believe it is more than that. 
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Mr. Warren. If the housing needed to be only slightly augmented, 
why have you spent $100,000 or more on housing ¢ 

Mr, Fiscunauurr. I really don’t know why they have spent more, 
except now there is a city there much better than Teller 

Mr. Warren. You didn’t need it when you filed the application 
but you spent all this—— 

Mr. Fiscunauier. I expect 

The Vice Cuatrman,. City where? 

Mr. Fiscunauier. At the mine, where there is a movie, churches, 
schoolhouse, and so forth. 

The Vick CuatrmMan. They have their families there ? 

Mr. Fiscunatier. Their families there. We found it impossible 
to keep single men. 

The Vice Cuatrman. Go ahead, Counsel, because we are liable to 
leave anytime. 

Mr. Warren. How many are there ? 

Mr. FiscHnatierR. How many now? 

Mr. Warren. Yes. 

Mr. FiscHnauuer. I was trying to figure it out the other day. I 
thing there are some 30 or 31 buildings there now. 

Mr. Warren. Did you attend the meetings at which Mr. Johnston 
Russell and others were present at which Mr. Kenneth J. Kadow was 
removed from the payroll of the United States Tin Corp. ? 

Mr. Fiscunatier. Yes, sir, I was there. 

Mr. Warren. Will you tell us what transpired at that meeting with 
reference to Mr. Kadow returning to the United States Tin Corp. ? 

Mr. Fiscunatier. Surely nothing transpired with reference to his 
returning to the corporation. 

Mr. Warren. Was there no discussion of Mr. Kadow coming back 
with the corporation ? 

Mr. Fiscunatter. I think there was no discussion, but I think 
Kadow voiced the hope that he might clear his name by coming back 
even for a short, short period. 

Mr. Warren. Did you ever anticipate that Kenneth J. Kadow 
would come back as president of the United States Tin Corp. ? 

Mr. Fiscunauier. I knew he wouldn't. 

Mr. Warren. You knew that you had no intention that he would 
come back in the United States Tin Corp. ? 

Mr. Fiscunatterr. That is right. 

Mr. Warren. And you had never had any intention that he would 
return to the United States Tin Corp. in any official capacity ? 

Mr. Fiscrnatuer. No, I hoped he might come back for a week or 
two because a lot of damage was done by a totally erroneous, semi- 
totally erroneous television program, and I hoped he might come back 
long enough to clear that. 

The Vice CHarrmMan. But not permanently ? 

Mr. Fiscunatier. No, sir. 

Mr. Tarney. May I say, Mr. Chairman, as counsel for Mr. Kadow, 
that he also is naturally somewhat exercised and feels his good name 
has been called into disrepute by the television program and other 
publicity before the hearings. Naturally he is desirous of clearing his 
name in any way hecan. One of the ways he would like to do it would 
be, if the circumstances should warrant, to be reinstated momentarily 
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at least in his former position and then be permitted, for example, to 
resign. 

Mr. Fiscunautuer. The position of president is vacant. 

The Vice Cuarrman. We wouldn’t have anything to do with that. 
That would be up to the Government agency. I wouldn’t think they 
would do it. 

Mr. Warren. Mr. Fischnaller, did you write a letter to the stock- 
holders of the United States Tin Corp. on or about March 23, 19544 

Mr. FiscHNauter. No. 

Mr. Warren. Do you permit letters to be written by others in your 
organization that you don’t know anything about and sign your name 
to them ? 

Mr. Fiscunauuer. That is what date? 

Mr. Warren. March 23, 1954, with regard to the special meeting 
of the board of directors at which Mr. Kadow was removed. 

Mr. Fiscunauuer. I think I did send out something like that. 

Mr. Warren. Mr. Chairman, I would like to quote from the letter 
referred to: 

At a special board of directors’ meeting held in our Seattle office on March 23, 
1954, Mr. Johnston Russell, of the Washington office of General Services Admin- 
istration, reported that the Government was generally satisfied with our oper- 
ation of the property. Kenneth J. Kadow, president, general manager and di- 
rector for the last 3 years was asked by the General Services Administration 
and the board of directors to step out of the management of the United States 
Tin Corp. until the McCarthy committee charges against him are cleared up. 
Insofar as these charges involve this corporation we can assure you that they 
are without merit or justification. Furthermore, your board of directors have 
nothing but confidence in the honesty and management ability of Mr. Kadow, 
and want it clearly understood by all that the above action by the General Serv- 
ices Administration and board of directors is not intended to indicate credence 
of the charges made. 

We are hopeful that Mr. Kadow will return to his job with us as soon as the 
hearings are over and his name is cleared. Accordingly, no effort to replace him 
will be made at this time. 

Has Mr. Kadow ever been replaced by the United States Tin Corp. ? 

Mr. FiscHNALLER. No, sir. 

Mr. Warren. You are holding that vacancy open for Mr. Kadow to 
return, aren’t you ? 

Mr. FiscHnauuer. No, sir. I stated that he cannot come back. 

Mr. Warren. You just got through stating before that you had 
hoped he would return. 

Mr. FiscHNALLER. You mean, in that letter? 

Mr. Warren. In my previous questioning. 

Mr. Fiscunauer. For a difference as to permanency and as to 
temporarily, as Mr. Gamble says. 

Mr. Warren. But now you are expecting that Mr. Kadow will re- 
turn to this organization, aren’t you? 

Mr. FiscHNALLER. You see, almost irreparable harm was done by 
that television thing. I think Mr. Kadow has a good lawsuit. I think 
he willtry it. Ihave a keen regard of Kadow. 

Mr. Warren. You and Mr. Kadow in fact agreed in almost every- 
thing, didn’t you? 

Mr. Fiscunatier. We agreed on nothing, practically. 

Mr. Warren. Why do you have such a high business regard for 
him ? 

Mr. Fiscunatier. I didn’t say business regard. I said regard. I 
have a high regard for him, as everyone who has come in contact with 
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him seems to have. 
done him by that. 

Mr. Warren. You hired Mr. Kadow to take care of the Washington 
situation ? 

Mr. Fiscunauter. No. 

Mr. Warren. Didn’t you tell the committee staff that ? 

Mr. FiscHNaAuuer. No. 

Mr. Warren. Didn't you state that in correspondence ? 

Mr. Fiscunauer. I didn’t mean to if I did. I didn’t mean that if 
I did. 

Mr. Warren. Mr. Fischnaller, you have stated in correspondence 
that you hired Mr. Kadow to handle the Washington situation. 

Mr. Fiscunauier. Have I? All right. He may 
that— 

Mr. Warren. You stated that Mr. Kadow knew his way 
Washington. 

Mr. Fiscunauier. He should have. 

Mr. Warren. He got a lot of loans for you, didn’t he? 

Mr. Fiscunauier. No, none that I couldn’t have gotten myself. 

Mr. Warren. And that is why you made him the president of the 
corporation, because of what he did in Washington ? 

Mr. Fiscunatter. I made him the president of the corporation be- 
cause I had been in a very serious accident and had lost my sight at 
the time. I was blind at the time. That is the reason he was made 
president. 

Mr. Warren. You stated that you made him president because of 
what he could do in Washington ? 

Mr. FiscHnauer. No. 

Mr. Warren. To the staff of the committee? 

Mr. FiscHnauter. I didn’t mean to say that. 

Mr. Warren. And it is in correspondence ? 

Mr. FiscHnauuer. I don’t know that that is true. I have a high 
regard for him, as I say. 

Mr. Tarver. Mr. Chairman and Mr, Gamble, I may say that on 
that television show I would like to ask or propose to ask Wednesday 
when Mr. Kadow is testifying that the transcript of that show be pro- 
duced. He would like to ask that he have an opportunity to be ex- 
amined specifically 

Mr. Warren. We are not interested in what that television show 
and the radio show says. This is an investigation by the Joint Com- 
mittee on Defense Production. Whatever that show m: ay have shown 
is entirely irrelevant to what we are getting into. We are investigat- 
ing the borrowing authority under the Defense Production Act. 

Mr. Tarney. Those charges were made by Senator McCarthy and 
based entirely on information supplied by Mr. Bellino. 

Mr. Betzino. Mr. Chairman, a letter dated November 21, 1951 
from Harry Fischnaller to Bob states: 


We recently elected Kadow president, the better to handle the Washington 
end and because we get many breaks from the Alaska Territorial government 
through our Juneau office. The Federal Government pays us rental for the 
schoolhouse and furnishes combination teacher and nurse. We have received 
hundreds of thousands of dollars assistance one way and onother this year. 


Mr. Warren. Was that written by Mr. Fischnaller ? 


Mr. Beuiino. A typewritten letter from Harry—Harry Fischnal- 
ler—to Bob. 


I said to you that harm beyond reasonableness was 


have used for 


around 








620 DEFENSE PRODUCTION ACT 


Mr. Fiscunautier. Bob would be Mr. McIntosh, that is right. 
The Vice CuHarrman. From what office did you say, Mr. Bellino? 
Mr. Beti1no. This is from the United States Tin Corp. 

The Vick CuHarrman. I mean, they had received —— 

Mr. Betirno. The Territorial government. In other words, various 
governmental agencies, the Alaska Housing Authority, the Alaska 
Native Service, the Als ska Road Commission. 

The Vick CuatrmMan. Whois in charge of that ¢ 

Mr. Betiurxo. Mr. Kadow was the one who was successful in ob- 
taining, according to letters, approximately half a million dollars’ 
worth of materials—— 

The Vice Cuarrman. I mean, who was in charge of the Alaskan 
office ? 

Mr. Betiino. Of the United States Tin ? 

The Vick CHamrMAN. No; that you were speaking of. 

Mr. Beturno. The Territorial highway office was Mr. Frank Met- 
calf. The Alaska Housing Authority was E. Glen Wilder. The 
Alaska Road Commission is Mr. Ghiglione. 

The Vice CuarrmMan. Go ahead, Counsel. 

Mr. Warren. So you did employ Mr. Kadow, according to your 
letter, to handle the Washington situation. 

Mr. Fiscunauier. It would seem so, but there were many things 
to be handled in Washington, DMEA matters. ; 

Mr. Warren. When Mr. Kadow came with your organization he 
opened an office for his special benefit in Juneau, Alaska, did he not? 

Mr. FiscHnatier. That was his home. 

Mr. Warren. Had that office been open prior to that time? 

Mr. FiscHNauer. No. 

Mr. Warren. The United States Tin Corp. even paid Mr. Kadow 
$75 a month rental on $1,000 worth of furniture ? 

Mr. Fiscunauer. I don’t know. 

Mr. Warren. Do you know that they did not? 

Mr. Fiscunatter. I do not. 

Mr. Warren. You furnished him a station wagon that was the prop- 
erty of the United States Tin Corp., didn’t you ? 

Mr. Fiscunauurr. Yes, sir. 

Mr. Warren. Youeventually paid him $1,500 a month ? 

Mr. Fiscunauuer. That is right. 

Mr. Warren. He wasn’t even required to work 2 hours a day under 
the terms of the contract ¢ 

Mr, FiscHnauuer. That isn’t right. 

Mr. Warren. What did the contract provide for ? 

Mr. Fiscunauuer. To devote all time necessary. 

Mr. Warren. How was he going to devote complete time to this 
and carry on numerous other business activities / 

Mr. Fiscunauier. He didn’t even say complete time, but whatever 
time was necessary. 

The Vick Cuatrman. Counsel, do we have a copy of that contract ? 

Mr. Pierce. Yes; we have. 

The Vice Cuarrman. Don’t you think, Mr. Chairman, we’d better 
put that in the record ? 

Representative Tarir. Without objection, it is so ordered. 
(See Pp: 743.) 

Mr. Tarney. I think it was put in the records some days ago. 
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Representative Tatxe. In the event it is already in the record, it will 
not be duplicated. 

Mr. Warren. Mr. Kadow is still using the station wagon of the 
United States Tin Corp., isn’t he ? 

Mr. Fiscunauier. He will until the last day of this month; yes. 

Mr. Warren. Where are the United States Tin Corp. files that were 
in the Juneau office prior to Mr. Kadow’s removal ? 

Mr. Fiscunauer. I don’t know, but I iiagine they are at Seattle. 

Mr. Warren. You imagine. Don’t you know whether you have 
those files from Mr. Kadow since he was removed ? 

Mr. FiscHnatier. No, sir; I don’t know. 

Mr. Warren. Isn’t it your duty to inquire as to whether you have 
them ? 

Mr. Fiscunauier. It will be at the end of the month. I shall ex 
pect everything to be there. 

Mr. Warren. Will you find that out and report that to us, as to just 
what Mr. Kadow has of the property of the United States Tin Corp. 
now, and files? How much money has actually come in to the treas- 
ury of the United States Tin Corp. with the exception of loans from 
the General Service Administration and guaranteed loans ? 

Mr. Fiscunatiter. At the day I attended the hearings it was 
$2,206,000, 

Mr. Warren. I mean with the exception of that, how much has 
come in from the sale of stock ? 

Mr. Fiscunauier. From stock sales, $2,500, and I think another 
$500. I think $3,000. 

Mr. Warren. Didn’t $17,000 come from the sale of stock from Mr. 
Kadow in connection with the exploration program ? 

Mr. Fiscunauirer. Yes, that came in and was, I think, $22,000, but 

yas used up inst antly. 

Mr. Warren. Did Mr. Kadow ever pay in all of the money that he 

yas required to pay in under that contract ? 

Mr. FiscHNA.LER. I believe he has. 

Mr. Warren. Do you know whether he paid in more than $17,000? 

Mr. Fiscunauuer. If he hasn’t—he would have paid it in. I think 
it has all been paid in. 

Mr. Warren. Would you obtain this information for us also? 

Mr. Fiscunatier. How much has Kadow paid in of the $22,000 
that he is supposed to pay in? 

Mr. Prerce. That is right. 

Mr. Warren. Mr. Fischnaller, when you talked with Mr. Larson 
of the General Services Administration—— 

Mr. FiscHnauxer. I never talked with him. 

Mr. Warren. Did Mr. Kadow talk with Mr. Larson of the Gen- 
eral Services Administration, to your knowledge? 

Mr. Fiscunatxier. Not that I know of. 

Mr. Warren. Did you write a letter on December 1, 1951, addressed 
to “Bud” from “Dad” ¢ 

Mr. Fiscunatier. Again, I would like to say, Mr. Chairman, this is 
going into my family correspondenc e, a member of my family, taken 
without my permission or my knowledge. 

Mr. Warren. This is in connection— 
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Mr. Fiscunatter. I would like to know if I am obliged to talk 
about a thing that was taken from me just as someone might enter 
your bedroom at night and take it. If you wish me to, I will. 

Mr. Warren. Mr. Fischnaller, these were in the files of the United 
States Tin Corp. 

Mr. FiscHnatier. They were in my private file. They could have 
been no place else. 1 

Representative Tarte. The Chair understands that these materials 
came out of the office of the United States Tin Corp. 

Mr. Betirno. Yes, sir. 

Mr. FiscHnauuer. My private file in the United States Tin Corp. 

Mr. Warren. Did you write a letter on December 1, 1951, in which 
you stated—— 

Mr. Fiscunauuer. Are you speaking of the same letter to my son, 
Bud? " 

Mr. Warren. Yes, sir. 

Mr. Fiscunwarxer. Will the chairman please rule on that ? 

Representative Tattz. The permanent chairman will rule. 

The Vice Cuamman. You go ahead and rule. I was talking with 
counsel when the question was asked. 

Mr. Warren. I will ask you this question, did you ever mention the 
figure of $5 million that would be expended on the United States Tin 
Corp. property at any time ? 

Mr. FiscuNavuer. I don’t remember having done so but I will say 
something else that may be of interest to you on that subject. At the 
time we originally talked about the so-called pilot mill the under- 
tuking was that we were to prove out the metallurgy and that then 
they would entertain an $8 million development, $5 million for the 
plant and $3 million for working funds. 

Mr. Warren. Mr. Fischnaller, in regard to these letters to your son, 
there are also some letters written to your son about stock promotion 
and developing his own way to promote this stock. Don’t you think 
that is pertinent to this investigation ? 

Mr. Fiscunauwer. I don’t think any question—any single question 
about stock is pertinent. 

Mr. Warren. Wasn’t your son involved in the sale of stock in the 
United States Tin Ce rp. ¢ 

Mr. Fiscunauier. No, I wouldn’t say that. 

Mr. Warren. Did he sell any ? 

Mr. Fiscrrnauter. I think he did. 

Mr. Warren. Well, it is pertinent for us to bring this out. 

Mr. Fiscunauter. No, I don’t think that any matter of stock sale 
has a single thing to do with this meeting. 

Mr. Warren. Mr. Fischnaller, you just testified that the Govern- 
ment put all the money in here with the exception of possibly $25,000, 
and yet you don’t think it is pertinent to bring out what happened in 
the stock promotions ? ‘ 

Mr. Fiscunatier. No, it has no bearing, couldn’t help you, couldn’t 
help the committee, couldn’t do anything for anybody. I think it is 
only done to embarrass me. ; 

Mr. Warren. You did write letters with regard to stock promotion 
in which you emphasized the scarcity of stock in the United States 
Tin Corp., didn’t you? 

Mr. FiscHnauier. I may have. I don’t remember them. 
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Mr. Warren. You said you were the only one that had any stock 
that was available, and it might be split’ 100 to 1 didn’t you? 

Mr. Fiscunauier. I don’t remember any such thing as that. 

Mr. Warren. Will you state that you did not state that ? 

Mr. Fiscunatzer. No, I will not. I don’t remember any part of that. 

Mr. Warren. But you did carry on a stock promotion in connection 
with this? 

Mr. Fiscunater. In the first place, the chairman hasn’t ruled yet 
whether you can go into a man’s private files of his home and take 
something or his office and take something. 

Representative Tautiz. The Chair rules now that anything taken 
out of the files of the United States Tin Corp. is pertinent to the 
hearing. 

Mr. Warren. Mr. Fischnaller, on February 13, 1950, on the station- 
ery of the Hotel Statler, Washington, D.C.—— 

Mr. FiscHNauier. What is the date of this one now / 

Mr. Warren. February 13, 1950. 

Mr. Fiscunauier. Long before the Government was interested. 

Mr. Warren. On the stationery of the Hotel Statler, Washington, 
D. C., Mr. Kirby Billingsley addressed a letter to you and stated as 
follows: 

Warne still sick. So I haven’t pushed Puckett or anyone else to commit 
themselves to give us an inside track on NAN if they possibly can. I want 
Warne to tell them to try to give us an inside track if he will. Also will talk 
to him re Jermain. Things look bright today. Big day tomorrow. 

What was the help you were seeking on NAN ? 

Mr. Fiscunatuer. I don’t know what NAN means, do you? You 
could help me if you know what it meant. 

Mr. Betiino. Surplus property at Point Spencer. 

Mr. FiscHNaAuuer. It was rotting away there. Had been abandoned 
by the Air Force. We wanted the Bureau of Mines to obtain it, if 
possible. 

Mr. Warren. You were on the inside track. What did you mean 
by that ? 

Mr. Fiscunauiter. The Alaska Road Commission might have 
wanted it. In fact, they got it finally. 

Mr. Warren. You said previously that the United States Tin 
Corp. had obtained hundreds of thousands of dollars in funds from 

various sources, and you wanted an inside track on that. 

Mr. FiscHnauter. That is right. 

Mr. Warren. What do you mean by an inside track ? 

Mr. Fiscunauier. I meant if the Bureau of Mines got it they would 
use it on their own work, and any time they use it on their own work 
at Lost River it will be helping us. 

Mr. Warren. Did Assistant Secretary of Interior Warne give you 
an inside track ? 

Mr. FiscHnauuer. He couldn’t. We were at the wrong place. 

Mr. Warren. In a letter which you wrote to “Dear Bob and Henry” 
in connection with this matter, undated, you stated : 

So far so good. Deal on NAN was signed up. Letter of confirmation was 
sent to Scotty. It is in first-class shape even though paragraph 3 looks a little 
off color. 


What do you mean “off color” 9 
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Mr. Fiscunatier. I probably meant that it was ambiguous. 

Mr. Warren. It was inserted in order to overcome the fact that the 
sale was not advertised? That is why you got your inside track, 
wasn’t it? 

Mr. Fiscunacier. There wasn’t an inside track. There wasn’t any 
sale. We never bought any other, so far as I know. 

Mr. Warren. You attempted to get it in this manner without 
advertising ? 

Mr. Fiscunatier. I don’t think I attempted to get it without 
advertising. 

Mr. Warren. I would like, since there has been considerable dis- 
cussion about the employment of Mr. Kenneth J. Kadow, to read 
into the record information that I have extracted from the testimony 
of Mr. Clifford Smith on page 517 of the record : 

I made an extract of the minutes of the stockholders and the board of direc- 
tors, and an action was taken in December of 1950 to accept an employment 
contract with Mr. Kadow, to be dated April 1 of 1951. The subsequent action 
of the board adopting that resolution was on January 10 of 1951. 

Mr. Fischnaller, can you state how it would have been possible for 
Mr. Smith to have made an entry both for December 18, 1950, and 
another entry for January 10, 1951, and to have made any mistake in 
recording or extracting this information from the record ¢ 

Mr. Fiscunautier. You saw Mr. Smith. Just a glance at him 
would make you realize that there was a man of character. I will 
never know how he did that. I just know it is wrong. You have told 
me to bring the records to prove it is wrong. The gentleman sitting 
there knows it is wrong. 

Mr. Warren. You state now that both December 18, 1950, and Jan- 
uary 10, 1951, are wrong? 

Mr. Fiscunauter. I believe they are both wrong. 

Mr. Warren. Will you state they are both wrong? 

Mr, Fiscunatier. No, I will say that December one is wrong. 

Mr. Warren. You don’t know about the January 10, 1951, one? 

Mr. Fiscunatter. No. 

The Vice CHatrMan. The minute book will show that. 

Mr. Warren. Allright,sir. I think that completes it. 

Mr. Fiscunatier. Are you saying you are finished? There is one 
thing I wish to straighten out. It will only take a moment. Are you 
Saying you are finished with me? If you are, I would like to have 
you ask me one thing. I mentioned it to Mr. Pierce. Something has 
come up about the title to this property. Much was made of it the 
other day, the title was in doubt and so forth. I wish to straighten 
that out, if I may. 

Mr, Warren. Go ahead. 

Mr. FiscHnatier. I just have a note on it. It will be self-explana- 
tory. It will only take a minute to read. The title was always good. 
I state that under oath. The question arose as to the fact that only 
one trustee of the old company remained, the other having died. 
There was a question of whether under our State law of Washington 
a single remaining trustee could give a good title. I don’t believe it 
could be done in the State of Washington. But in Alaska, a case in 
point had been decided. 
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You must remember that the trustee, two trustees, the first time I 
came in contact with them, was a bookkeeper and Judge Murain on the 
be nch at Casper, Wyo. Naturally, the judge took the lead in every- 
thing. He felt that he could give at that time with two trustees an ex- 
cellent title. But he died in the meantime. So there remained only 
the bookkeeper as a trustee. The attorney for the three principal 
stockholders in the Old Lost River Mining Co. that always held the 
yroperty for $4,500,000 is a careful attorney, an elderly chap and to 
ve doubly sure and doubly safe he had the court appoint two more 
trustees, and then brought a friendly deel: aratory suit in the courts of 
Alaska. That is all there is to the title question. 
Mr. Warren. That is all after the Government got into this case 
and had to buy the property as a result of that, didn’t they 4 
Mr. Fiscunauuer. Yes, sir. 
The Vice CHarrman. The Government made an examination of the 
title, I assume ? 
Mr. Fiscunauuer. Yes, and it was good. 
Representative Tatue. The temporary chairman surrenders his 
place to the permanent chairman. 
The Vice CHatrmMan. May I ask one question? You may have 
brought it out this morning when I was not here. 
Thank you, Mr. Tatle, for your fine help. 
Representative Tate. Thank you for your generous comments. 
The Vice Cuarrman. The Government, as I understand it, now has 
a mortgage on everything you own, not you, but the tin company 
owns? 
Mr. FiscHNAuLER. Yes, sir. 
The Vice CHatrMan. On all of its assets, and that includes the 
mine, the buildings, and the mill and everything else? 
Mr. Fiscunauier. The inventories, yes, sir. 
The Vice CuatmrMan. That includes the tin you are shipping, and 
so forth ? 
Mr. FiscHNaAuuer. Yes, sir. 
The Vice Cuarrman. Have we gotten in the record, Counsel, yet, 
copies of that mortgage? We talked about it the other day. 
Mr. Prerce. No. 
Mr. Warren. I think we can secure it for the record. 
The Vice CuarrmMan. Couldn’t we get a photostatic copy from the 
Government on that ? 
Mr. Pierce. We have copies but we have not put them in the record. 
The Vice Cuatrman. If it is going to come up, to make a full record 
on it, I think maybe we ought to have it. 
Mr. Prerce. A good time to put it in is right now. 
The Vick CuatrMan. We will put it right in, and that connects up 
with your statement on the title being good? (See p. 632.) 
Mr. FiscHnauuer. Yes, sir. 
The Vice CuHairmMan. We didn’t bring up anything about your not 
having good title. 
Mr. FiscuHnauier. It was brought up. 
The Vice CuHarrMan. We didn’t bring it out. We are just trying to 
get the facts. We are not trying to hurt anybody. 
Mr. Prerce. You understand, Mr. Chairman, the Government loans 
are subordinated to the Seattle Trust & Savings—— 
Mr. FiscuHnauier. $155,000. 
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The Vice Cuarrman. I understand that. What security have tney 
got, if anything ? 

Mr. Fiscunauier. They have a 90 percent or 95 percent guaranty 
of the GSA. 

Mr. Pierce. They have the first lien on the mortgage. 

The Vice Cuarrman. I understand that. 

Mr. Warren. I might mention in this connection there is a provi- 
sion in the contract also under which Mr. Fischnaller was to have put 
in $60,000 over and above all bills and accounts payable, and the 
Federal Reserve bank has been asked to make a thorough investiga- 
tion as to whether that $60,000 was ever put into the corporation. 

Mr. FiscHnatuer. I wish to state now that it was, and that in addi- 
tion to the care of Mr. Leisner in those matters, our own bank 's very 
careful. 

Mr. Warren. You mean to state that you put in $60,000 over and 
above the accounts payable and all bills payable 
Mr. Fiscunauier. Except my own $63,000. 

Mr. Warren. Above the price of the concentrates ? 

Mr. Fiscunauuer. No, sir. That isn’t the way it was intended or 
the way it is. The way it was is when the Government wou!d first 
start to put in money we would have to have $60,000 of net assets. 

Mr. Warren. Mr. Fischnaller, this originated in your application 
in which you stated that you would have "$60 ,000 left over after pay- 
ing of all accounts and bills payable and selling your concentrate ¢ 

Mr. Fiscunnatter. No. 

Mr. Warren. And then it was included in the contract that there 
would be $60,000 paid in by you over and above the amount brought 
from the sale of concentrates and after paying all bills? 

Mr. Fiscunatter. That isn’t right, that we should have $60,000 
of assets of our own when the Government commenced putting money 
in here, and you will find that is the way it is. 

Mr. Warren. Did you ever have $60,000 in assets of your own? 

Mr. Fiscunauuer. “The statement would show that there was much 
more than that, I think. Your own statement that you talked about 
of January 31 

Mr. Warren. The statement which you filed ? 

Mr. Fiscunatier. Yes. 

Mr. Warren. For which we found no basis ? 

Mr. Fiscunatter. You temporarily find no basis. However, Mr. 
Smith did tell you in his testimony that he found that the concentrates 
had sold for that much money. 

Mr. Warren. I do not recall that statement. 

Mr. Fiscunatier. Of course, they sold for more, Mr. Warren. 

Mr. Warren. You are going to supply that for the record, as I 
understand it? 

Mr. FiscHNnatter. Yes, sir. 

The Vice Cuarrman. Are you through, Counsel ? 

Mr. Warren. Yes, sir. 

The Vice Cuatrman. Mr. Fischnaller, how long are you going to 
remain in Washington ? 

Mr. Fiscunatier. I am going to stay, now that I have been here 
this long, a little longer. I hope to get out—I daren’t get out until I 
know the fate of the new financing. 
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The Vick CHarrman. You have some business then with General 
Services ? 

Mr. FiscHNAuuer. Yes, also the DMEA. 

Mr. Warren. Mr. Chairman, one of the things I have wondered 
«bout all along, if this is such a good proposition, and I notice Mr. 
Fischnaller sets forth a net worth of $400,000, I wonder why he doesn’t 
finance it himself ? 

Mr. Fiscunauuer. That is easy to understand. I lost $60,000 last 
year. 

Mr. Tarney. Are you through with Mr. Fischnaller ? 

Mr. Warren. I suppose, except for supplying this information. 

(The material referred to in Mr. Fischnaller’s testimony follows :) 


DEPARTMENT OF COMMERCE, BUREAU OF PUBLIC ROADs, 
Washington 25, June 14, 1954. 
Mr. A. PIERCE, 
Staff Director, Joint Committee Defense Production, 
Washington, D. C. 

Dear Mr. Pierce: As requested in a telephone conversation with Mr. Siegle of 
my office, we are furnishing a résumé of the Bureau of Public Roads’ files per- 
taining to an access road to the Lost River mining operation located near Teller 
Mission on the Seward Peninsula, Alaska. 


RESUME OF BUREAU OF PUBLIC ROADS’ FILES PERTAINING TO AN ACCESS ROAD TO THE 
LOST RIVER MINING OPERATION LOCATED NEAR TELLER MISSION ON THE SEWARD 
PENINSULA, ALASKA 


January 22, 1951: United States Tin Corp. submitted through the Alaska field 
team, Defense Minerals Administration, an application to Defense Minerals Ad- 
ministration, for a loan with which to start production from its tin-tungsten lode 
on Lost River Seward Peninsula, Alaska. 

September 4, 1951: Kenneth J. Kadow, executive vice president and general 
manager, United States Tin Corp., Juneau, Alaska, filed an application with 
Defense Minerals Administration for improvement of 25 miles of access road to 
its Lost River Mine, second judicial division, Alaska. 

October 30, 1951: Report of Alaska field team, Defense Minerals Administra- 
tion. The field team strongly recommends that the loan application be approved. 

November 6, 1951: The Bureau of Public Roads was requested by the Defense 
Minerals Administration to make an investigation and report on the proposed 
access road. 

March 3, 1952: A field investigation was made by a Public Road’s engineer for 
the purpose of determining the eligibility of the proposed work for financing with 
access-road funds, 

March 21, 1952: Division engineer, Bureau of Public Roads, Alaska, forwarded 
to Washington office, project documents and report of investigation. 

April 1, 1952: Project was referred by Public Roads to the Defense Materials 
Procurement Agency for certification. 

April 9, 1952: Project was certified by Defense Materials Procurement Agency. 
The project begins at the post office of the Lost River mining camp located on 
the east bank of Cassiterite Creek and extends 6.5 miles southerly along Cas- 
siterite Creek and Lost River to the Bering Sea. It then continues along the 
beach 20 miles to Teller Mission. A bulldozer trail had been constructed in 
recent years from the mine to the mouth of Lost River to permit the shipment of 
supplies and machinery to the mine. The project provided for the construction 
of a 14foot roadbed on new iocation for the first 6.5 miles, stabilization with 
binder material where needed, construction of structures and removal of the 
accumulation of driftwood on the 20-mile section. To provide continuity of 
access on the route a ferry was proposed for crossing a 200-foot spit rather than 
provide for the construction of a bridge. The Alaska Road Commission agreed 
to maintain the route upon its completion. 

April 17, 1952: Program approval of $1,000 given by the Commissioner of 
Public Roads for making surveys and plans on the 26.5 miles of road. 

May 21, 1952: Program approval of $35,000 given by the Commissioner of 
Public Roads. The funds to provide construction on 6.5 miles between the mine 
and the beach so as to permit truck operation. 
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May 5, 1953: Program approval of $18,000 given by the Commissioner of Public 
Roads. A restudy in the field showed that these additional funds are needed 
to finance the construction of a bridge at a crossing too deep to ford and some 
additional grading. Access-road funds programed were increased from 
$36,000 to $54,000. 

March 22, 1954: Bureau of Public Roads’ letter to Director, Materials Division, 
Emergency Procurement Service. 

“Because of the limited amount of funds available, the short construction 
season and based on later evaluations of needs by Defense Materials Procure- 
ment Agency, only $1,000 was programed for preliminary engineering and 
$53,000 for construction during 1952-53. Except for one bridge and culvert, a 
road has been completed between the mine and the airstrip at the beach, a dis- 
tance of approximately 6.5 miles. The materials for these drainage structures 
have been stockpiled on the project. An additional $10,000 will be required t» 
complete this section. 

“Before deciding whether we should allocate the additional $10,000 for this 
work, we would like to know whether under present conditions the defense need 
for the products of this mine warrant the expenditure.” 

March 30, 1954: Emergency Procurement Service’s letter to Bureau of Public 
Roads. 

“Based upon current review of the project, it is our opinion that it would be 
extremely helpful to the operations of the mine to complete the 6.5-mile road and 
accordingly we recommend that the necessary allocation be made. In our opin- 
ion, no activity should be undertaken, at least at this time, with respect to the 
road from the airstrip at the beach to.Teller Mission.” 

April 7, 1954: Additional $10,000 approved increasing the total estimated cost 
and access-road funds from $54,000 to $64,000. 

Very truly yours, 
F. V. pu Pont, 
Commissioner of Public Roads. 
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JULY 15, 1954. 
To: Baron I. Shacklette, Director of Compliance. 
From : Jeremiah J. Camby, ASAC, Seattle Field Office. 
Subject : United States Tin Corp. (Kenneth J. Kadow, president), file 24-20239-W. 

Reference is made to your TWX dated July 15, 1954, reading as follows: 

“Re United States Tin Corp. filed 24-20239-—W, contact W. L. Gibbon, tin corpo- 
ration attorney and obtain photostat copies minutes of board of directors meet- 
ing December 18, 1950, and minutes stockholders meeting January 10, 1951, when 
employment contract Kenneth Kadow adopted. Clifford Smith, auditor, GSA, 
testified he made notes from said minutes. Expedite.” 

This will confirm our telephone conversation of today (about noon P. s. t.) 
during which I disclosed that I initiated the action you requested, yesterday, 
July 14, 1954, after reading an AF release datelined Washington, D. C., appear- 
ing in the Seattle Times (an afternoon and evening paper) of July 13, 1954, under 
the heading “Interior Aid’s Hiring By Tin Firm Is Told,” and particularly to 
the fifth paragraph of said release, which reads: 

“Smith said he found in the records of United States Tin’s board of directors 
the acceptance in December 1950 of ‘an employment contract’ with Kadow, to be 
effective April 15, 1951. A stockholders meeting approved the action in January 
1951, Smith said.” 

In view of above statement, attributed to Clifford Smith, reporting agent tele- 
phoned F. H. Furey, director, United States Tin Corp. at about 9:30 a. m., July 
14, 1954, to obtain confirmation, or denial, of Smith’s statement. The secretary 
at United States Tin (Mrs. Bower) disclosed that Mr. Furey was out of the 
ottice ; that he was at Mr. Gibbon’s office checking on the Clifford Smith statement 
which appeared in the Seattle Times of July 13, 1954. Mr. Furey returned the 
telephone call later in the morning, stated that he had examined the minutes re- 
ferred to in the article, and that said minutes cover other matters, having no 
relation whasoever to an employment contract for Kenneth J. Kadow by the di- 
rectors, in December 1950, and approved by the stockholders in January 1951. I 
made a tentative appointment with Mr. Furey for the late afternoon, July 14. He 
disclosed he would not be in town Thursday and possibly Friday. However, this 
appointment was not kept because of delay at the Washington Machinery Co., 
examining United States Tin Corp. billings for equipment as well as ledger cards. 

An appointment was made early this morning with W. L. Gibbon, attorney 
for the United States Tin Corp., also its secretary. After a considerable delay 
in his office, Mr. Gibbon was interviewed and readily submitted the minutes 
under discussion, for examination. Photostats were not made because Mr. 
Gibbon is leaving Seattle tomorrow, for Washington, D. C., and will be there 
on Saturday, July 17, 1954, at 8 a. m. He expects to stop at the Mayflower 
or Statler, preferably the latter, reason being that Jay Gilmour, acting treasurer 
of United States Tin Corp. is stopping at the Statler. 

Mr. Gibbon stated that he is not under subpena; that he is going to Washing- 
ton, D. C., with some of the corporation’s records, to clarify the record, espe- 
cially after reading the July 13, 1954, article referred to above. 

Reporting agent examined the minutes in question and noted the contents, 
described in brief as follows: 

December 18, 1953—Board of directors meeting: These minutes cover a reso- 
lution, whereby option was granted to H. R. Fischnaller to purchase 75,000 
shares of the corporation’s stock at $1 per share. 

January 10, 1951, stockholders’ meeting: These minutes cover the following : 

1. Election of directors. 

2. Authorization to the directors to negotiate first Government V-loan. 

3. Authority to retain services of general manager, general superintendent, 
mining engineer, metallurgist and other necessary services for the continued 
development of the corporation property. 

Reporting agent also examined the original of proposed employment contract 
drawn by Kenneth J. Kadow in March 1951, not accepted by the corporation, 
and the contract between Kadow and the corporation, executed April 3, 1951, 
effective April 1, 1951. 

My TWX of today, July 15, 1954, which went over the wires at 1:16 p. m., 
P.s. t., reads as follows: 

“Reurtel 15th United States Tin Corp. file 24-20239-W, action initiated here 
yesterday confirm telecon. Today personally examined minutes board of direc- 
tors’ meeting December 18, 1950, and minutes stockholders’ meeting January 10, 
1951, in office of W. L. Gibbon, tin corporation attorney, who is also its sSecre- 
tary. December 1950 meeting covers resolution granting Fischnaller option 
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purchase 75,000 shares at $1. Stockholders’ meeting January 1951 covers elec- 
tion of directors and includes authorization of stockholders to the directors to 
negotiate first Government V-loan, also authority to obtain services of general 
manager, general superintendent, mining engineer, metallurgist, and other serv- 
ices for the continued development of the corporation property. Gibbon stated 
that he, Fischnaller, McIntosh, and Furey, incorporators, did not know Kadow 
as of date of stockholders’ meeting January 1951. Kadow presented proposed 
contract in March 1951 which was not accepted. Contract form revised and 
signed April 3, 1951, for Kadow’s entry into corporation. Confirmation to fol- 
low in detail.” 


The files which Mr. Gibbon is taking to Washington include the minutes under 
discussion. 


CERTIFIED Copy OF RESOLUTION TO PREPARE MORTGAGE TO UNITED STATES OF 
AMERICA BY UNITED STATES TIN CORPORATION AN ALASKAN CORPORATION 


We, W. L. Gibbon, Secretary, and A. F. McIntosh, Vice President, of the United 
States Tin Corporation, a corporation duly organized, created and existing under 
and by virtue of the Territory of Alaska, do hereby certify that, 

At a regular meeting of the Board of Directors of said Corporation, duly called 
and held at the offices of said Corporation at 201 Jones Building, City of Seattle, 
in the State of Washington, on the 20th day of July 1953, notice thereof having 
been given to all Directors, and a majority of the directors being present in 
person. 

The following resolution was proposed, regularly seconded and unanimously 
adopted : 

“Resolved: That Mr. A. F. McIntosh as Vice President and Mr. W. L. Gibbon 
as Secretary, be and they are hereby authorized to execute and deliver, on behalf 
of this corporation, a mortgage to the United States of America in words and 
figures as prepared by the General Services Administration.” 

In witness whereof, we have hereunto set our hands and caused the seal of 
this corporation to be hereunto affixed this 21st day of August, 1953, at Seattle, 
Washington. 

A. F. McINTOosH, 
Vice President. 
[SEAL ] W. L. Grepon, 
Secretary. 


REAL AND CHATTEL MORTGAGE 


This indenture, made-as of the 21st day of August 1953, by and between the 
United States Tin Corporation, a corporation organized and existing under the 
laws of the Territory of Alaska (hereinafter designated as “the Mortgagor’’) 
and the United States of America, acting by and through the Administrator of 
General Services (hereinafter designated as “‘the Mortgagee”’). 

Witnesseth : That the Mortgagor hereby mortgages to Mortgagee the following : 

I. Patented Lode Mining Claims located at Lost River, Seward Peninsula, 
Territory of Alaska: 


Lode Mining Claim named and known as Engineer, on Camp Creek 
Lode claim named and known as Surveyor, on Camp Creek 
Lode claim named and known as Shon Rue, on Greenstone Lode 
Claim named and known as Klondike, on Greenstone Lode 
Claim known and named as Bald Eagle, on Greenstone Lode 
Claim known and named as Carry Gow, on Cassiterite Lode 
Claim named and known as Three Prospectors, on Cassiterite 
Claim named and known as Collier, on Cassiterite Lode 

Claim named and known as Mars, on Ida Bell Lode 

Claim named and known as Jupiter, on Ida Bell Lode 

Claim named and known as Rob Roy, on North Star Lode 

Claim named and known as Jenney Lynn, on North Star Lode 
Claim named and known as Triangle, on Reaf Lode 

Claim named and known as Lincoln, on Reaf Lode 


The above-described Patented Lode Claims appear of record in Volume 99 at 
Pages 64-74, inclusive, of Miscellaneous Records, Port Clarence Recording Pre- 
cinct, Territory of Alaska, which record is presently in the custody of the United 
States Commissioner, Cape Nome Recording Precinct, Nome, Territory of Alaska ; 
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said claims being incorporated in Survey No. 1234 and being particularly de 
scribed in Patent dated July 19, 1922, filed February 5, 1923 and bearing Patent 
Number 873035, wherein Lost River Tin Mining Company was the grantee 

II. Patented Placer Mining Claims located at Lost River, Seward Peninsula 
Territory of Alaska: 


Claim named and known as Thressa, on Cassiterite Creek 
Claim named and known as Margaret, on Cassiterite Creek 
Claim named and known as Gertrude, on Cassiterite Creek 


The above-described Patented Placer Claims are of record in Volume 99 at 
Pages 75-78, inclusive, of Miscellaneous Records, Port Clarence Recording Pre 
cinet, Territory of Alaska, which records are presently in the custody of the 
United States Commissioner at Cape Nome Recording Precinct, Nome, Territory 
of Alaska; said claims being incorporated in Survey No. 1235 and being particu 
larly described in Patent dated July 6, 1921, which Patent was filed on February 
5, 1923, in the Miscellaneous Records of Port Clarence Mining Precinct and bears 
Patent Number 813325, wherein Lost River Tin Mining Company was the grantee 

III. Unpatented Claims located at Lost River, Seward Peninsula, Territory 
of Alaska; 


Name of claim Regi No | Date of record Vol Pade 
Sandra K 88120 | Aug. 31,1951 | 228 Loc 152 
Penny 8 88122 lo i § 
Patsy K 88121 do i 
U.8.T.S 88124 | Sept. 4, 1951 do 155 
U.8.T.N 88123 do i 154 
U.8.T.X 88146 | Sept. 12,1951 166 
U.8.T.K 88117 | Aug. 31,1951 i 150 
U.8.T.L 88118 do do 150-151 
U. 8. T. M.. 88119 do dc 151 
U.Ss.T.W 88125 | Sept. 4, 1951 Sf 
Fog 88145 | Sept. 12, 1951 f 
Blizzard 88144 de 164-1¢ 
Kenney Oct. 16, 1952 7 244 
Dale K do 244-24 
Cys dc i 243 
Butch. Feb. 16, 1953 ! 243-244 
No. 5 July 21, 1951 i 131 et seq 
No. 6 do do Do 
Ne: Li... do j De 
No, 2 le Do 
No, 3 lo Do 
No. 4 lo Do 
No.7 lo 131 
No.8 do . 131 
Dahlcouth No. 1 Oct. 16, 1952 46~247 
Dahleouth No. 2.. do 1-24 
Dahleouth No. 3 de 242 
Oogruk do 24 
Baluga. . do lo 46 
Seotty Feb. 16, 1953 do 252 
Harry do i 252 
Bench No. 1 do 10 254 
Bench No. 2. do__.. do 253. 


The above-described unpatented claims are of record in the office of the United 
States Commissioner, Cape Nome Recording Precinct, Nome, Territory of Alaska, 
together with the rents, issues, profits, revenues and all and singular the tene- 
ments, hereditaments and appurtenances to the above-described property belong- 
ing or in any wise appertaining. 

IV. Personal Property: All buildings, mining equipment, minerals, mineral 
products, ores, concentrates, machinery, attachments, appurtenances, tools and 
other personalty of any kind wherever situate or kept, now owned or as shall 
be hereafter acquired, by the Mortgagors and produced, used, or kept or ac- 
quired for use, in connection with the operation of the above-described mining 
claims including, but not limited to those items now owned by the Mortgagors 
and situated in, around or upon the above-described mining property as said items 
are listed on Exhibit “A” attached hereto and made a part hereof. 

V. After-Acquired Real Property and/or Mining Claims: All real property 
and/or mining claims of whatsoever nature which may hereafter be acquired 
by Mortgagor in the Territory of Alaska or within the Continental limits of the 
United States. 


51710—54——_41 
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VI. Purchase Option as to Patented Lode Mining Claims located at Lost River, 
Seward Peninsula, Territory of Alaska: 

All right, title and interest held by the Mortgagor in and to the 

Maple 

I 

J 

Bessie 

Poorman 

Tiger 
lode mining claims, which claims are more particularly described in United 
States Patent recorded September 16, 1922, in Book 99 at Page 48 of the Mining 
Kecords of Port Clarence Mining Recording Precinct, Territory of Alaska; said 
claims being incorporated within Survey No. 1248 and being specifically de- 
scribed under Patent number 873,037, Serial No. 0363. The interest of the Mort- 
ragor in and to said claims is evidenced by that certain Option to Purchase dated 
February 26, 1952, whereby A. F. McIntosh, sole surviving director and trustee of 
the National Tin Mining Company granted an option to the United States Tin 
Corporation, a Washington corporation, to purchase said claims. Said option 
was assigned to the Mortgagor by instrument dated September 18, 1952, and 
appears of record in Book 232 of Options at page 133, Records of Cape Nome 
Recording Precinct, Nome, Alaska. 

VII. Office Equipment: All office furniture, equipment and fixtures owned by 
the Mortgagor and located in Mortgagor’s office in the Jones Building, 1331 
Third Avenue, Seattle, Washington. 

This indenture is given for the purpose of securing the repayment of the fol- 
lowing promissory notes which have heretofore been executed by the Mortgagor 
or by the United States Tin Corporation, a Washington corporation (all of whose 
assets and obligations have been transferred to and assumed by the Mortgagor) : 


Note dated: Principal amount 
Nesnenier’ Dk TOG cok eccncidenntnién hi eeimeedenee $35, 000. 00 
Deokteber Ce Be itikiic tte CRRdcice deta ee edenenncesunn 146, 808. 00 
February 0, TOG hee iiss bio nnd cotinine nian anine 29, 093. 00 
BN I sete sta de en costivatt bs dh cqretesenidomntctnecentcawetasaiminiasagliaaaadnde anaemia baad 29, 190. 00 
MIRON) Bi, inch sci hci csiccienem nina onibithinrnnniticitememnntite ttaimen dain te 18, 050. 00 
May 23, 1952 bi tira EY A on ech ia Dennen ib aiineamntimtbineldamm 26, 150. 00 
Sy FIR OT cn a aseens chiosspieman eee aeeastintivcabon mania anaelanne thiaielll 42, 000. 00 
ee ciate beens avin enstsensigiitas ailtiiinditaadadta talline teataitanieaiaaiiniaidiacinaaineliaiiiiai 33, 940. 00 
August 6, 1952_--- =| | OT Ee 180, 321. 00 
Beptemiber 12, 19G2.....njccnte cn ddn pee ee wen c ed wneem 35, 421. 00 
i I i i a liana at 2, 450. 00 
Cara a ace eee eigenen abate 54, 471. 00 
I SI akc tain mis ens soantietenin ee ie 2 ee 127, 201. 00 
DOG SN onc ennai nardnrnte nerepmpeenmenmasgtn denen aids eiatl 37, 300. 00 
JARRETT BO TOO pee en ened Sepuneeewak bakin nncee Oey oe ee 
March 13, 1953_..--. eases ceieneliiacaaranea melee ci eecaacunnt ited oiikes Manama elena 44, 925. 00 
March 30, 1953_.--------- an aha nd cate ate i a 81, 702. 00 
EE. he otanch-evexeate Segui eoeeentheest nial seoein aaa a Saini ows k letebeeh wate 53, 425. 00 
BS i Ai cinnch -neriies:iallinedieininmcrtibabh aenevemnpaneen aaiieanmeeeninaecababomaien ts 244, 223. 00 
rr SS Se eee al al ae ati ili italia 53, 400. 00 
Behar OO ies iis ilk eich bi igen added decide lin Selita a ae 167, 761. 00 
July 16, 1953___-.____ ye. ii Bog lo ape eee belie alas 65, 893. 30 
Avwist-S, 1088 2522-2. se a ea a ea 73, 875. 00 


The form of each of said promissory notes is as follows: 


(date) 
“On demand the United States Tin Corporation hereby promises to pay to the 
United States of America the sum of $_.-------------- , With interest at the rate 


of four (4%) percent per annum from date and all costs of collection. 

“This note is to secure repayment to the United States of America of the above 
amount of money advanced to the United States Tin Corporation by the United 
States of America pursuant to the terms of Contract No. GS-OOP-—(D)-520, as 
amended. originally executed by the parties on March 23, 1951. Upon defauit 
in repayment of the aforesaid advance in accordance with the terms and con- 
ditions of the above contract, this note, principal, and interest shall at once 
become due and payable at the option of the United States of America without 
demand or notice, said demand and notice being hereby expressly waived. The 
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United States Tin Corporation also waives any and all defenses on the grounds 
of any extension or partial payment which may be granted or accepted by the 
United States of America before or after maturity. 

“UNITED States Tin CoRPORATION, 


“By — —— 


“Title —_——. 


This indenture also secures the repayment of any and all advances over and 
above those specifically described hereinabove which either have been or here- 
after may be made by the Mortgagee to the Mortgagor pursuant to the provi- 
sions of that certain contract between the Mortgagor and the United States Tin 
Corporation, a Washington corporation, dated March 23, 1951, as amended, 
which contract bears No. GS-OOP-—(D)-520 (the obligations of which have been 
formally assumed by the Mortgagor herein). Said contract and the advances 
which have been or will be made by Mortgagee or Mortgagor thereunder are here- 
inafter designated as “the Contract” and “the advances,” respectively. 

All or some of the mortgaged property described hereinabove is as of the date 
hereof subject to the following : 

a. Chattel mortgage dated May 15, 1951, wherein United States Tin Corpora- 
tion, a Washington corporation, was Mortgagor, and Seattle Trust and Savings 
Bank was Mortgagee. Said mortgage was filed in the Nome, Alaska, Recording 
Precinct on June 15, 1951, under file No. 87938. 

b. A lien afforded to Defense Minerals Exploration Administration by virtue 
of the provisions of Contract No. Idm—E-391, Docket No. DMEA-—2228, by and 
between the Mortgagor and said Administration. 

The Mortgagor covenants with the Mortgagee that, with the sole exception of 
the liens specifically described in the preceding paragraph, the Mortgagor holds 
fee simple or unencumbered title to all of the patented claims and personal prop- 
erty described in categories I, II, IV, and VII hereinabove and that the status 
of the inchoate title to the unpatented claims described in category III above is 
clear and unencumbered and that the Mortgagor will (unless waived by the 
Mortgagee) proceed to patent as to such unpatented claims at such time as the 
necessary assessment work and improvements relative thereto will have been 
completed. Furthermore, Mortgagor will faithfully perform all required labor 
(and will seasonably file appropriate affidavits relative thereto) upon or with 
reference to such unpatented claims as may be required under the laws of the 
United States or the Territory of Alaska and Mortgagor warrants that such 
required labor has been fully accomplished to date. 

Mortgagor agrees to warrant and defend the title to all property mortgaged 
herein against the claims and demands of any person or persons whomsoever, and 


Mortgagor agrees to execute, acknowledge and deliver, or cause to be executed, 
acknowledged and delivered all and every such further assurances in law for 
the better mortgaging to Mortgagee of all and singular the mortgaged property 


hereby mortgaged or intended so to be or which Mortgagor may be or hereafter 
may become bound to mortgage to Mortgagee. 

This indenture is conditioned upon the faithful and punctual observance by 
the Mortgagor of each covenant and agreement contained in the notes evi 
dencing the advances and upon the following covenants and agreements: 

1. Mortgagor covenants and agrees to perform each and every covenant and 
agreement contained in the Contract, all of the terms and conditions of which 
are by this reference thereto incorporated herein as fully as if set out at lengt 
herein. Nothing herein contained, however, shall impair the efficacy of the 
Contract as a separate and independent instrument; all of the rights and obli- 
gations of the Contract being enforceable without regard to the terms of this 
mortgage. 

2. The Mortgagor will repay the advances in the manner designated in the 
Contract. 

3. All of the personal property described in Exhibit A (with the sole excep- 
tion of the personal property presently located in Seattle, King County, Wash- 
ington) together with any and all personal property hereafter acquired by the 
Mortgagor for the purpose of operating the mining property known as the Lost 
River Tin Property situate on the Lost River, Seward Peninsula, in the Port 
Clarence Mining Precinct, Territory of Alaska, will be kept and used by Mort- 
gagor on the Lost River Tin property as identified hereinabove. 

4. The Mortgagor shall, unless otherwise directed by the Mortgagee, faith- 
fully and punctually carry out the obligations imposed upon Mortgagor as the 
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assignee of the purchase option described in category VI of the mortgaged 
property set forth hereinabove. 

5. It is understood and agreed that the mortgaged property may remain in the 
possession of the Mortgagor. 

6. Mortgagor warrants that all property hereafter acquired by it (including 
all tin and tungsten ores and concentrates and other materials hereafter pro- 
duced by it which become subject to this mortgage) will be free and clear of 
any and all liens and encumbrances. 

7. Mortgagor represents that it is a corporation duly organized and existing 
under the laws of the Territory of Alaska and that its oflicers undersigned are 
authorized to execute this mortgage on its behalf. 

8. Mortgagor covenants and agrees to keep the mortgaged property at all 
times in good condition and repair not to create or permit to be created any 
lien or encumbrance against said property or any part thereof or permit the same 
to be assessed or levied upon on account of any valid claim against the mort 
gaged property; not to permit the property to be removed from Mortgagor’s 
possession ; or to permit the said property or any part thereof (except the prop- 
erty located in King County, Washington) to be taken out of the Port Clarence 
Mining Precinct (except tin and tungsten ores and concentrates removed for 
delivery pursuant to the terms of the Contract) ; to pay before delinquency all 
taxes and assessments levied or assessed against said property and to keep said 
property insured in such amounts in such insurance companies and against such 
risks as Mortgagee may require (and as may be procurable) and to assign and 
to make payable to the Mortgagee as its interest may appear all such insurance 
policies. 

9. Mortgagor will maintain the mortgaged property free from waste or nui- 
sance of any kind and in good condition and will make all repairs, replacements, 
improvements and additions, which may be necessary to preserve and maintain 
the mortgaged property and the value thereof will comply with all laws and reg- 
ulations affecting said property or its use; will not destroy or remove any of 
the buildings, equipment, machinery, improvements or property covered by this 
mortgage or permit the same to be destroyed or removed or used for any pur- 
pose other than that for which it is now used, without first obtaining permission 
in writing of the Mortgagee. It will complete in a good workmanlike manner 
any building covered hereby which is being or may be constructed or repaired 
and will pay when due all claims for labor performed and materials furnished 
and will not permit any liens of mechanics or material men to attach to any 
part of the mortgaged property. The Mortgagor will permit Mortgagee or its 
agents or representatives to inspect the mortgaged property at reasonable times. 

10. Mortgagor may, with the prior written consent of the Mortgagee, effect 
the sale or other dispoSal in the regular course of its operations, of any ma- 
chinery, equipment, and other items of personal property covered by this mort- 
gage which may become worn out, useless, or obsolete or the usefulness of which 
otherwise becomes impaired; it being understood that all of such items so 
disposed of shall be replaced, or that items of equal value which perform the 
same or similar functions and which are agreed by both Mortgagor and Mort- 
gagee to be necessary or desirable in the operation of the mining property, shall 
be substituted therefor and such replacement or substituted items shall be- 
come subject to the lien of this mortgage. 

11. The Mortgagor shall not, without the written consent of the Mortgagee, 
in any manner sell, assign, transfer, convey, lease, remove or dispose of either 
all or any part of the mortgaged property or any legal or equitable interest 
therein; it being understood, however, but that this provision shall not be appli- 
cable to any sale specified in the foregoing paragraph. 

12. Mortgagor promptly will pay and settle or cause to be removed all claims 
against any of the mortgaged property which affect the rights of Mortgagee 
hereunder, and will appear in and defend any action or proceeding purporting 
to affect the lien of this mortgage or the rights or powers of Mortgagee here- 
under, and Mortgagor will pay all expenses incident thereto. 

13. No waiver by the Mortgagee shall be construed to operate as a waiver of 
any subsequent breach of any condition or covenant hereof. Every right and 
remedy provided in this mortgage shall be cumulative of every other right or 
remedy of Mortgagee, whether herein or by law conferred, and may be en- 
forced concurrently therewith; and no acceptance of performance of any obliga- 
tion as to which Mortgagor shall be in default, or waiver of performance of any 
obligation, shall be construed as a waiver of any other default then, thereto- 
fore or thereafter existing. 
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14. Should Mortgagor fail to keep the mortgaged property free and clear of 
liens and encumbrances; or to provide the insurance herein agreed to be carried, 
or to pay taxes and/or assessments against the mortgaged property or fail to do 
any other thing which Mortgagor herein agrees shall be done, Mortgagee may at 
its option but without obligation so to do, pay such sums as may be necessary 
for said purposes and all sums so paid shall, without notice to the Mortgagor, be 
added to the debt hereby secured and become due and payable immediately and 
bear interest at the rate of four percent (4%) per annum. 

15. Time and each of the terms, covenants and conditions of this mortgage are 
hereby declared to be of the essence hereof. Should the Mortgagor fail to com 
ply with any of the terms, covenants or conditions of this mortgage or to make 
any repayment of the advances as required under the terms of the Contract, or 
violate any of the provisions hereof, or should the Mortgagor become financially 
insolvent as evidenced by a voluntary or involuntary petition in bankruptcy; an 
assignment for the benefit of creditors, or if the mortgaged property be placed 
under the control or custody of any court; or if Mortgagor abandons any of the 
mortgaged property: or if Mortgagee should feel insecure and should deem the 
property to be in danger of abandonment, misuse or confiscation, then, in any of 
said events, Mortgagee, at its option and without notice to the Mortgagor, may 
declare the entire indebtedness hereby secured to be immediately due and pay- 
able and may proceed to foreclose this mortgage in any manner provided by law. 

In any foreclosure action the Mortgagee may apply for and as a matter of right 
shall be entitled to the appointment of a receiver to take charge of said prop- 
erty pendent lite, regardless of the value thereof. In any action to forecluse this 
mortgage, Mortgagor agrees to pay, in addition to the costs of such suit, such sum 
as the Court may adjudge reasonable as attorneys fees. 

16. Mortgagor hereby waives, to the extent permitted by law, the benefits of 
all valuation, appraisement, exemption, stay, and moratorium laws of the Terri- 
tory of Alaska now in force or which may hereafter become laws, and the right 
to possession of the mortgaged property during the period of redemption. 

17. This mortgage and the advances shall be construed in accordance with the 
laws of the Territory of Alaska and the unenforceability or invalidity of any one 
or more provisions, clauses, sentences, and/or paragraphs hereof shali not render 
any other provisions, clauses, sentences, and/or paragraphs herein contained 
unenforceable or invalid. 

18. Mortgagor shall during the life of this mortgage indemnify and save the 
Mortgagee harmless from and against all claims, damages and liability of what- 
soever nature which may be asserted by reason of or in any way atiributed to 
the operation or use of the mortgaged property by the Mortgagor. 

19. Any notice to the Mortgagor hereunder shall be addressed to the business 
office of the Mortgagor at Room 201 Jones Building, 1331 Third Avenue. Seattle, 
Washington, or at such other address as Mortgagor may from time to time des- 
ignate in writing. 

In witness whereof, Mortgagor has caused this mortgage to be executed by its 
duly authorized officers as of the day and year first above written 

Unitep States TIN CORPORATION, 
an Alaska corporation 
By [s] A. F. McInrosn, 
Vice President. 
Witnesses : 
[s] F. H. Furey. 
[s] J. J. Grrmovur. 

Attest: 

[s] W. L. Greson, Secretary. 

Witnesses : 

[s] F. H. Furey. 
{s] J. J. Grumour. 

[CORPORATE SEAL] 


STATE OF WASHINGTON, 
County of King, 8s: 

Personally appeared before me, the undersigned Notary Public, A. F. McIntosh 
and W. L. Gibbon, known to me to be the Vice President and Secretary respec- 
tively of the United States Tin Corporation, an Alaska corporation, who, being 
first duly sworn on oath, acknowledged that they signed and sealed the foregoing 
Real and Chattel Mortgage as their free and voluntary act and deed for the uses 
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and purposes therein mentioned, that they are so authorized, to do on behaif of 
the Corporation, and that the seal affixed thereto is the corporate seal. 
Witness my hand and official seal this 21st day of August 1953. 


[NOTARIAL SEAL] {s] Verna R. WARNER, 
Notary Public in and for the State of Washington, residing at Seattle. 


AFFIDAVIT OF MORTGAGOR 


STATE OF WASHINGTON, 
County of King, 8s: 

A. F. McIntosh and W. L. Gibbon, each being duly sworn, on oath deposes and 
states: 

That they are the Vice President and Secretary, respectively, of the mortgagor 
corporation described in the foregoing instrument and make this affidavit in its 
behalf and are authorized so to do and each for himself says that the aforesaid 
mortgage is made in good faith to secure the amount therein named and without 
any design to hinder, delay or defraud creditors. 

[s] A. F. McInrosa, 
Vice President. 
{s] W. L. Gipson, 
Secretary. 

Subscribed and sworn to before me this 21st day of August, 1953. 

[ NOTARIAL SEAL] 

[s]} VERNA R. WARNER, 
Notary Public in and for the State of Washington, residing at Seattle. 


AFFIDAVIT OF MORTGAGEE 


STATE OF WASHINGTON, 
County of King, 88: 

0. C. Bradeen, being duly sworn, on oath deposes and states that he is the 
Regional Director of General Services Administration and makes this affidavit 
in its behalf and is authorized so to do and states that the foregoing mortgage is 
made in good faith to secure the amount therein named and without design to 
hinder, delay or defraud creditors. 





{s] O.C. BRADEEN, 
Regional Director, General Services Administration. 


Subscribed and sworn to before me this 25th day of August, 1953. 


[NOTARIAL SEAL] {[s| H. K. SrorKet, 
Notary Public‘in and for the State of Washington, residing at Seattle. 


CHATTEL MORTGAGE 


The United States Tin Corporation, a corporation of the Territory of Alaska 
(hereinafter designated as “the Mortgagor”) hereby mortgages to the United 
States of America, acting by and through the Administrator of General Services 
(hereinafter designated as “the Mortgagee”) the following items of office equip- 
ment owned by the Mortgagor and located at the Mortgagor’s place of business in 
Seattle, King County, Washington, to-wit: 

1 Royal Typewriter 

1 4-drawer Y & E File Cabinet 

1 4-drawer Shaw Walker File Cabinet 
1 Clary Adding Machine 

1 60-inch Walnut Desk 

1 8-foot Walnut Table 

7 Walnut office chairs 

2 Stenographer chairs 

1 typewriter stand 

This mortgage is given to secure the repayment of any and all notes hereafter 
executed by Mortgagor as maker in favor of Mortgagee as payee pursuant to 
the provisions of that certain contract between the Mortgagee and the United 
States Tin Corporation, a Washington corporation, dated March 23, 1951, as 
amended, which contract bears number GS-OOP-(D)-520 (the obligations under 
said contract having been formally assumed by the Mortgagor herein). 

This mortgage is conditioned upon the performance by the Mortgagor of all of 
the terms and conditions of said notes and all of the terms and conditions of said 
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contract the terms of which contract are by this reference thereto incorporated 
herein. 

In witness whereof, the Mortgagor has caused this mortgage to be executed 
on this 17th day of November 1953. 


UNITED States TIN CORPORATION, 
an Alaskan corporation 
By [s] KeNNeETH J. Kapow, 
President. 
Attest: 
[CORPORATE SEAL ] {s] Henry Scuaerer, Treasurer. 


STATE OF WASHINGTON, 
County of King, ss: 

Personally appeared before me, the undersigned Notary Public, Kenneth J. 
Kadow and Henry Schaefer, known to me to be the President and Treasurer re- 
spectively of the United States Tin Corporation, an Alaska corporation, who, be- 
ing first duly sworn on oath, acknowledged that they signed and sealed the fore- 
going Chattel Mortgage as their free and voluntary act and deed for the uses and 
purposes therein mentioned, that they are so authorized to do on behalf of the 
Corporation, and that the seal affixed thereto is the corporate seal. 

Witness my hand and official seal this 17th day of November 1953. 

[NOTARIAL SEAL] [s] Verna R. WARNER, 

Notary Public in and for the State of Washington, residing at Seattle. 


AFFIDAVIT OF Goop FAITH 


STATE OF WASHINGTON, 
County of King, 8s: 

Kenneth J. Kadow, being first duly sworn, deposes and says that he is the 
President of the United States Tin Corporation, a corporation of the Territory of 
Alaska (the Mortgagor in the foregoing instrument) doing business in the State 
of Washington with principal place of business in the city of Seattle, and that 
said mortgage is made in good faith to secure the repayment of the notes de- 
scribed in the said mortgage and without design to hinder, delay or defraud 
creditors. 

[s] Kennetu J. Kapow. 

Subscribed and sworn to before me this 17th day of November 1953. 

[SEAL] [s]} Verna R. WARNER, 

Notary Public in and for the State of Washington, residing at Seattle. 


Mr. FiscHnatter. Supplying that, I can just bring it to you, is that 
all? 

Mr. Warren. You can deliver it in any way you want to. 

(The following was later received for the record.) 


SALES OF CONCENTRATES AND STOCK 


1. Sales of concentrates in 1951, $185,724. 

2. Sales of stock by the company, $24,500. All of which moneys were used 
to meet company’s portion of DMEA exploration with the exception of $2,500 
now remaining in the special DMEA exploration account, in effect, however, 
$63,073.79 has reached the company’s treasury by way of stock to be delivered 
to H. R. Fischnaller in cancellation of his account against the corporation, since 
it has finally been determined that he may take the stock in lieu of his account. 

38. Notes and accounts payable, without taking into account any commitment 
in connection with the original V-loan, $121,390.13, per our auditor’s statement. 
Our accounts receivable were shown on the same statement at $179,000 but were 
actually, as developed from remittances $187,224 resulting in $65,824.87 plus 
$11,341.66 used for operating in March, April, and May of 1951 and plus $16,800 
of supplies inventory at the mine, or a total of $93,966.53. This latter figure rep- 
resents some 50 percent more than our required $60,000 per the original contract. 
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The Vick CuatrMan. We will recess now. We will meet next Mon- 
day morning at 10 o’clock and Mr. S. H. Lorain will be our witness. 
We think we will meet in the Interstate and Foreign Commerce Com- 
mittee room of the Senate. If we are going to have a lot of roll calls, 
we won't be there long. 

(Whereupon, at 5:20 p. m., the committee recessed to meet July 26, 
1954, at 10 a. m.) 
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DEFENSE PRODUCTION ACT 
(Progress Report No. 28—United States Tin Corp. Loan) 


MONDAY, JULY 26, 1954 


Unirep Sratres Conaress, 
Jotnt COMMITTEE ON Derense PRopuction, 
W ashinaton. D.C. 

The joint committee met, pursuant to recess, at 10: 35 a. m., in room 
F-16, United States Capitol, Representative Ralph A. Gamble (vice 
chairman) presiding. 

Present : Represenatives Gamble and Brown of Georgia. 

Also present: Harold J. Warren, general counsel; Allen E. Pierce, 
staff director; and Carmine Bellino, accounting consultant. 

The Vice Cuatrman. Mr. Lorain, 8S. H. Lorain, regional director, 
Bureau of Mines, Juneau office, Alaska, will be our first witness. Will 
you come around, Mr. Lorain, if you please ? 

Mr. Warren. Mr. Chairman, [ have a copy of the report submitted 
to Mr. Baron I. Shacklette, Director of Compliance, from Jeremiah 
J. Camby, ASAC, Seattle field office, with respect to the stockholders’ 
meeting and directors’ meeting that was testified to Friday. I suggest 
that this be included in the record at the end of Friday’s hearing. 
(See p. 631.) 

The Vick CuarrmMan. It may be inserted. What does it show? 

Mr. Warren. This report indicates that a meeting was held of the 
directors on December 18, 1950, and also the stockholders meeting was 
held on January 10, 1951, as Mr. Smith testified, but the agent was 
unable to find the entries with respect to the employment of Mr. Ken- 
neth J. Kadow. 

The Vice Cuairman. That has disappeared, has it ? 

Mr. Warren. Yes, sir. 

The Vice CHatirmMan. Will you raise your right hand, Mr. Lorain? 
Do you solemnly swear the testimony you are about to give to be the 


truth, the whole truth, and nothing but the truth, so he ‘Ip you God? 


TESTIMONY OF S. H. LORAIN, REGIONAL DIRECTOR, REGION I, AND 
BRUCE WRIGHT, GENERAL COUNSEL, BUREAU OF MINES, DE- 
PARTMENT OF THE INTERIOR 


Mr. Loran. I do. 

The Vice Cuarrman. Will you identify yourself, Mr. Lorain. 

Mr. Lorarn. My name is 8. H. Lorain. I am regional director of 
region I of the U nited States Bureau of Mines. I am also acting as 
executive officer of the field team for the Defense Minerals E xplorati ion 
Administration of Alaska. 
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The Vice Cuatrman. You say executive officer of the Alaska field 
team. What does that mean? 

Mr. Lorain. Well, it simply means that I carry on most of the cor- 
respondence with Washington, I mean, I write most of it, sign it as 
executive officer, and we handle the field accounting. 

The Vice Cuarrman. What do you mean by “field accounting”? 

Mr. Lorain. That is, the monthly payments. 

The Vice CuairmMan. To what and what for? 

Mr. Lorarn. To the operators. 

The Vick CHarrmMan. What operators / 

Mr. Lorain. For the Defense Minerals E xploration projects. 

The Vice CuarrMan. Give us an outline of what goes on up there. 
You say, “write letters.” You must write letters about something. 
Give us the general overall picture. I just want to get the picture and 
know what we have up there. 

Mr. Lorain. Well, the field team is the representative in Alaska of 
the Defense Minerals Exploration Administration insofar as the local 
administration of the contract is concerned and insofar as recom- 
mendations, technical recommendations to the DMEA is concerned. 

We are requested to make examinations and reports on projects that 
have been proposed to the Defense Minerals Exploration Administra- 
tion. We make these recommendations which are then acted upon in 
Washington, and we are told what their decision is to be. Then we 
are given certain limited authority with respect to the supervision of 
these contracts and with respect to the monthly payments that are 
made to the operators. 

The Vice Cuarrman. How long have you been up there? 

Mr. Lorarn. With the Bureau of Mines, I have been there 5 years. 

The Vice CuarrMan. Five, you say? 

Mr. Lorarn. Five with the Bureau of Mines. I was there 10 years 
in private industry. 

Mr. Warren. Do you have any business interests in Alaska, now, 
Mr. Lorain? 

Mr. Lorarn. No, sir. 

Mr. Warren. What specific authority do you operate under within 
the Department of Interior? What are your instructions? 

Mr. Lorarn. Will you please make that clear, sir? I am not quite 
sure what you mean. 

Mr. Warren. What are your instructions from the Department of 
Interior with respect to the duties you are to carry on in Alaska? 

Mr. Loran. I am the regional director of region I, and I have re- 
sponsibility for the administration of the Bureau of Mines activities in 
Alaska under the Director of the Bureau of Mines. 

Mr. Warren. Is there some authority for a regional director? 

Mr. Loratn. I presumeé so. 

Mr. Warren. What is the authority? 

Mr. Lorarn. I couldn’t tell you. May I ask my counsel? 

Mr. Wricut. I am Bruce Wright. I am an attorney from the De- 
partment. There is no specific statutory authority, I believe, for re- 
gions. It is merely a matter of organization within the Bureau. 

Mr. Warren. What is the authority that Mr. Lorain operates un- 
der, be it statutory authority or be it a letter, directive, or whatever 
that authority may be? 
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Mr. Wrienr. I’m afraid I can’t answer that. I am not familiar 
enough with the Bureau of Mines itself. 

Mr. Warren. Can you state what your duties are to be in Alaska, 
Mr. Lorain, under the Department of the Interior ? 

Mr. Lorarn. For the administration of the Bureau of Mines pro- 
gram in Alaska, 

Mr. Warren. That must be set forth at some place and made specific. 

Mr. Loran. Well, sir, all I can tell you is that we are given cer- 
tain moneys to work with and we recommend certain projects. They 
are passed upon in Washington. Then it is my administration to 
carry out those projects. 

Mr. Warren. To what extent do you carry out your work there? 
What is the line of demarcation between what is management and 
what is to be done by you? 

Mr. Loratn. I am sorry, but your question is not clear to me, 

Mr. Warren. There must be some job description of your duties 
there. 

Mr. Lorarn. Yes, sir. 

Mr. Warren. What is that job description ? 

Mr. Loratn. I haven’t got the job description with me. 

Mr. Warren. Don’t you know? 

The Vick Cuatrman. Do you have to have the paper before you to 
know what your job is? 

Mr. Loratn. Yes, sir. 

The Vice Cuatrman. Tell us what it is. 

Mr. Loratn. I know what my job is, to administer the work of the 
Bureau of Mines in Alaska. 

The Vice Cuatrman. What is that ? 

Mr. Lorarn. Our work principally is concerned with the investi- 
gation of strategic materials, with the administration of the mine 
inspection requirements of the Bureau of Mines, with the collection 
of mineral statistics. Those are the principal activities which we 
are engaged. 

Mr. Warren. Does your job description in any way go into the 
management of anyone of these businesses that has a DMEA loan? 

Mr. Loratn. No, sir. My job at the Bureau of Mines has nothing 
todo with DMEA. 

Mr. Warren. In your job description with the Bureau of Mines, 
are you to engage in any way with the management of any of these 
private enterprises ? 

Mr. Loratn. No, sir. 

Mr. Warren. Mr. Lorain, will you state to the committee all that 
you know about the 100-ton mill and the 25-ton mill approval from 
the beginning, in your own words ? 

The Vice Cuamrman. Of the United States Tin Corp.? 

Mr. Warren. Yes, the United States Tin Corp. 

Mr. Lorarn. We were requested by the DMEA in Washington, 
first, to interview the company, consult with them on the making of 
an application. Then we were requested by the DMA to make a 
technical report on the technical feasibility of this operation. We 
submitted a report in January of 1951, I believe it was, recommend- 
ing a 100-ton mill, at least we recommended it for serious considera- 
tion, stated that it was feasible, that we thought it was feasible, and 
that was essentially the end of our connection with the establishment 
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of that operation because the Defense Minerals Administration de- 
cided on the 25-ton operation, and from that time on we had nothing 
to do with it, that is, directly with the contract. 

Mr. Warren. There was much you had to do with this 100-ton mill 
and the 25-ton mill provision in the contract, Mr. Lorain. I want all 
of the story, not just part of it, I mean, anything you had to do in 
connection with that 100-ton mill operation. 

Mr. Lorain, Lam sorry, sir 

Mr. Warren. Didn’t you come to Washington and talk to Mr. 
Charles W. Merrill about this mill? 

Mr. Lorarn. Yes, sir, for a very few minutes. When I came to 
Washington shortly after that I came on another matter. 

Mr. Warren. When was that? 

Mr. Lorarn. That was in, I believe, March 1951, if I remember 
correctly. 

Mr. Warren. What was said in that conference that you had with 
Mr. Charles W. Merrill? 

Mr. Lorarn. I don’t remember, sir, exactly. 

Mr. Warren. Did you tell Mr. Merrill that you were installing a 
100-ton mill there or that the United States Tin Corp. was installing 
a 100-ton mill? 

Mr. Lorarn. I didn’t tell him anybody was installing a 100-ton mill. 

Mr. Warren. When did you first know that a 100-ton mill was being 
installed ? 

Mr. Lorain. I didn’t know it definitely at any time, sir, until it was 
built. . 

Mr. Warren. When did you hear that a 100-ton mill was being 
installed ? 

Mr. Lorain. I can’t definitely identify that time. 

Mr. Warren. Why can’t you identify it? 

Mr. Lorary. Because at that time I had nothing to do with the 
«dministration of that contract and I wasn’t paying particular atten- 
tion to it. 

Mr. Warren. You were busily engaged in connection with the 100- 
ton mill, weren’t you, whether you were supposed to or not, weren’t 
you engaged in it? 

Mr. Lorar. No, sir. 

Mr. Warren. What about this meeting that was held out in Seattle ; 
didn’t men from the Bureau of Mines attend that meeting ¢ 

Mr. Lorain. We had two men at a meeting in Seattle the last of 
March in 1951 to discuss the purchase of equipment for the 24-ton mill. 
That was authorized by the contract. 

Mr. Warren. Do you mean to tell this committee that those men 
from the Bureau of Mines who went to this meeting in Seattle talked 
«bout a 24-ton mill and did not talk about a 100-ton mill ? 

Mr. Lorarn. That is what they tell me. I wasn’t there. I might 
modify that by saying that I don’t think that any of them could say 

whether or not a 100-ton mill was mentioned during this meeting, but 
that certainly was not the purpose or intent of the meeting. 

Mr. Warren. What was the purpose of that meeting? 

Mr. Lorarn. To discuss the purchase of equipment for a 24-ton mill, 
or for the mill that was proposed in their contract. 

Mr. Warren. What did they discuss at the meeting, what was said ? 

Mr. Lorary. I couldn’t tell you. 
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Mr. Warren. Did they report back to you? 

Mr. Lorain. Yes, sir. 

Mr. Warren. Did they work under your supervision ¢ 

Mr. Loran. Yes, sir. 

Mr. Warren. What did they report to you with respect to this 
meeting ? 

Mr. Lorarn. They reported that they discussed the purpose of this 
equipment. They figured out the probable cost of the equipment and 
the probable efficiency of it. They discussed that from various angles, 
and that was all there was to it. 

Mr. Warren. Mr. Chairman, I would like to read from a letter 
dated November 23, 1951, on the letterhead of the United States Tin 
Corp., signed by Mr. Kenneth J. Kadow with respect to what his 
understanding was of this meeting that was held: 


When the 25-ton proposition reached the DMEA team in Juneau they were 
very unhappy about it and so stated in a letter written by Mr. Charles W. Merrill 
early in March. It is my understanding that they recommended the project 
be denied unless approved for at least 100 tons a day. Meetings were held in 
Seattle between company officials and the Alaskan DMA personnel, at which 
time we demonstrated with detailed facts and figures that we could put in a 
100-ton mill with the same expenditure for equipment contemplated in the 25-ton 
mill if we could use reconditioned machinery and if we were allowed to purchase 
a portion of our inventory requirements from a mine in Alaska that was closing 
down. In this deal we obtained over $80,000 worth of equipment and supplies 
for $8,000, and a subsequent freight charge of about $7,000. 


It was agreed that 
this was the logical course of action and the plan was followed. 


I would also like to read from a letter dated March 2, 1951, addressed 
to Mr. Charles W. Merrill, Chairman of the Nonferrous Metals Com- 
mittee, Washington, D. C., and signed by Mr. 8S. H. Lorain. This 
letter of March 2, 1951, is referred to in the letter of November 23, 
1951, from which I have just quoted. Mr. Lorain stated, and I quote: 


I am, however, considerably concerned to note the changes in the proposed 
program. My enthusiasm for the project inclines me to welcome any prospect 
of active development, that sober judgment forces the conclusion that the re 
vised proposal is more likely to result in discrediting the entire 
result in building up a substantial operation. * * * The origina 
a 100-ton operation was prompted by me somewhat against the wishes of our 
mining division staff who thought that the operation should be larger. I held 
out for the 100-ton operation (which happened to be in line with Fischnaller’s 
desires), because I did not think that a larger operation could be staffed and 
efficiently organized until the company had more experience. On the other hand, 
one first-class manager could carry a 100-ton operation and gradually build it 
up. We were all agreed that a 100-ton operation is the smallest practical unit 
for that location. We put a great deal of time and thought into the recom- 
mendation—Herdlick and Thorne did nothing else for about a month. I can 
assure you that we analyzed the problem from all angles. 
> * * * ” 


project than to 
proposal for 


~ ” 

I appreciate this chance for a “rebuttal,” but I am sorry that the field team 
was not called into consultation before the application was “wrapped up” in its 
present form. I cannot speak for Mr. Twenhofel, but it is my recommendation 
that the project be either denied or placed on a basis of at least 100-tons. I 
hope that the time is not too late for the latter. 


Was the 100-ton mill mentioned when you talked with Mr. Charles 
W. Merrill in Washington ? 

Mr. Lorarn. Yes, sir. 

Mr. Warren. What was said about it? 

Mr. Loratn. I couldn’t tell you exactly, except that Mr. Merrill 
told me it was essentially that it was going—that he preferred to lave 
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it set up as a 25-ton mill, that is, this is purely very vague memory of 
what went — 


The Vick Cuairman. Everybody has the same vague memory when 
it comes to facts. 

Mr. Lorain. This was 3 years ago. This was over 3 years ago. 

The Vice Cuarrman. That isn’t very long to remember. 

Mr. Lorain. I can’t remember every conversation that took place. 
We discussed it briefly. I told him again that I thought the 100-ton 
mill was the proper de al. He told me the 25-ton mill—he gave me his 
argument for a 25-ton mill—and we let it go at that. I couldn't do 
anything more about it. 

Mr. Warren. Did Mr. Merrill ever tell you it would be all right to 
install a 100-ton mill ? 

Mr. Lorain. No, sir. 

Mr. Warren. 1 would like to read from a letter dated May 8, 
1951—— 

The Vick CuarrMan. You may doso. 

8 Warren. Addressed to the regional director, region I, signed 
by Tom Lyon. This was written after the meeting which Mr. Merrill 
had with Mr. Lorain: 


I find that your letter of March 2, addressed to Mr. Charles W. Merrill, Acting 
Chairman of the Nonferrous Metals Committee, concerning the application of 
United States Tin Corp., Docket DMA-27, has not received a formal reply. It 
is my understanding that you and Mr. Merrill went into this matter when you 
last visited Washington, when it was pointed out that the application was mak- 
ing considerable progress toward obtaining a loan for the applicant and that 
any revision of the program would seriously jeopardize the receipt of funds 
early enough to open operations this coming season. At any rate, the DMA 
recommendation has not been reconsidered, and it is my understanding that the 
applicant has received the funds and is progressing toward early operation. In 
view of the fact that so few actual applications have made such progress, we 
take a real pride in this one. 


The Vice CuarrMan. I should think they would. On what grounds, 
I wonder, in the light of what has gone on since. 

Mr. Warren. Mr. Chairman, I would like to read from a letter 
dated May 14, 1951, signed by Mr. S. H. Lorain and addressed to Mr. 
Tom Lyon, DMA: 


I have just received your memo of May 8, which is written to provide a formal 
reply to my letter of March 2 to Charles Merrill about the application of United 
States Tin Corp. You are correct in your understanding that Merrill and I 
agreed to let the revised application ride because of the delay that would be 
incurred in restarting it. I am pleased to be able to report that I think that we 
have managed to overcome at this end most of the handicaps that were imposed 
by the downward revision of the loan. By a remarkable combination of circum- 
stances we have been able to get together an operating team that is first class, 
and I have no more worries about the competency of the management. The new 
operating team has been able to dig up enough good used equipment at bargain 
prices to enable them to set up an adequate operation. The Hirst-Chicagof mine 
near here has decided to close down. Consequently, we were able to obtain their 
manager and such of their equipment that would be usable at Lost River. Also, 
they have obtained some good used equipment in the States, Both the equipment 
and the manager are excellent. The above does not invalidate my complaint 
about the arbitrary revision of field programs by those not familiar with the 
field conditions. This time we have been just plain ren 


What do you mean by being “plain lucky” 

Mr. Lorarn. I mean that one of my saaeital objections, sir, to the 
small, the 25-ton mill, in the first place, the small operation was that 
probably they would not be able to get a competent manager to take on 
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that kind of job, because I considered the 25-ton operation to be unfeas- 
ible. I thought it was a very lucky break when this Hirst-Chicagof 
mine happened to close down about that time and we were able to ob- 
tain the superintendent for the—able to talk him into going with the 
United States Tin Corp. 

Mr. Warren. Do you still state that atte r hearing this letter of May 
14, 1951, read, that the Bureau of Mines had nothing to do with agree- 
ing to this 100-ton mill ? 

Mr. Loratn. That had nothing to do with the 100-ton mill. 

Mr. Warren. I am asking a question. 

Mr. Lorain. Please ask it again. 

Mr. Warren. Do you contend that the Bureau of Mines had noth- 
ing to do with the determination that a 100-ton mill of used equipment 
would be installed ? 

Mr. Loran. Yes, sit 

Mr. Warren. You state that you didn’t have anything to do with it ? 

Mr. Lorain. I had no authority to do it, and I certainly would not 
have assumed any authority. 

Mr. Warren. When you wrote this letter on May 14, 1951, why 
didn’t you state that those people were violating the contract instead 
of defending them for putting in this 100-ton mill ? 

Mr. Loran. Sir, they were not, to the best of my knowledge, they 
were not putting in a 100-ton mill. 

Mr. Warren. Why didn’t you state that they were violating the re- 
port of the Nonferrous Metals Committee at that time ¢ 

Mr. Lorarn. I never saw the contract in the first place. I had no 
idea that they were violating it. I don’t think they were at that time. 

Mr. Warren. The Nonferrous Metals Committee had agreed on a 
24-ton mill? 

Mr. Lorarn. Yes, sir. 

Mr. Warren. Weren’t you supposed to take instructions from the 
Nonferrous Metals Committee ? 

Mr. Loratn. Yes, sir. 

Mr. Warren. Weren’t you supposed to obey the orders of the people 
here in Washington ? 

Mr. Lorain. I was not under any orders at the time for the Nonfer- 
rous Committee. 

Mr. Warren. Aren’t you supposed to carry out the orders of the 
Department of Interior here in Washington ? 

Mr. Lorain. Certainly. 

Mr. Warren. Youstated in this letter 

I am pleased to be able to report that I think we have managed to overcome at 
this end most of the handicaps that were imposed by the downward revision of 
the loan. 

Mr. Lorarn. Yes, sir. 

Mr. Warren. Why were you pleased that the instructions of the 
Nonferrous Metals Committee were not being carried out ? 

Mr. Lorain. That isn’t what I said. I said that we were able to— 
what I was referring to primarily there was the obtaining of a com- 
petent superintendent. 

Mr. Warren. We are talking about the 100-ton mill. 

Mr. Loran. I wasn’t talking about the 100-ton mill when I wrote 
that. 





648 DEFENSE PRODUCTION ACT 


Mr. Warren. You did know on May 14, 1951, that this used gold- 
mining machinery had been purchased # 

Mr. Lorarn. Yes, sir, but that was not mill equipment. 

Mr. Warren. How much before that time did you know about it? 

Mr. Lorarn. I don’t know. I began to make it clear that was not 
mill equipment that they purchased there, that it was mining equip- 
ment, primarily. 

Mr. Warren. It has something to do with this 25-ton equipment 
that has been referred to? 

Mr. Lorarn. I don’t think so. 

Mr. Warren. Where did the remainder of the equipment come from 
later ? 

Mr. Lorarn. I think nearly all the equipment that they put into that 
mill they either had on hand or was supplemented by one or two small 
purchases, so far as I know. 

The Vice Cuarrman. For the mill ? 

Mr. Lorar, For the mill. 

The Vice Carman. You mean, there was part of a mill there be 
fore ? 

Mr. Lorain. They had some mill equipment on hand. I think they 
purchased—this is purely secondhand information—but I think they 
purchased one concentrating table from the Hirst-Chicagof mine, but 
most of the purchases they made over there were mining equipment. 
I think they purchased a crusher somewhere on the outside, and they 
took that up there and tried to put together a mine with it. 

Mr. Warren. It was all used equipment, was it not? 

Mr. Loratn. The equipment that they used ? 

Mr. Warren. Yes. 

Mr. Lorain. I think it was mostly used equipment, yes. 

Mr. Warren. Have you been to this mine / 

Mr. Lorain. Yes, sir. 

Mr. Warren. When was your first visit to this mine? 

Mr. Lorain. My first visit to the mine was on August 16 to 18, 1951 

The Vice Cuarrman. August 1951? 

Mr. Loratn. Yes, sir. 

Mr. Warren. And you knew at that time that used equipment was 
being installed, did you not ? 

Mr. Loran. Well, certainly. 

Mr. Warren. Representatives from your office, Mr. J. A. Herdlick 
and Mr. R. L. Thorne were at the mine on November 11 and 13, 1950? 

Mr. Lorarn. Yes. 

Mr. Warren. That was prior to the filing of the application ? 

Mr. Lorarn. Yes. 

Mr. Warren. Did you receive a copy of the Nonferrous Metals Com- 
mittee report dated February 26, 1951 4 

Mr. Loratn. I don’t believe I have it, sir. 

Mr. Warren. You understood that the lode mine part of the pro- 
gram was essentially a pilot plant operation, did you not ? 

Mr. Lorarn. Yes, sir. 

Mr. Warren. Mr. Chairman, I would like to read from the report 
of the Nonferrous Metals Committee, dated February 26, 1951, which 
states as follows: 


The lode mine part of the program is essentially a pilot-plant operation: 
(1) to determine the metallurgy for maximum recovery; (2) to permit the de- 
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velopment of stopes from which a standard tonnage may be assured: (3) to 
permit a development of underground sources of ore for a mill feed of con- 
trollable grade from an appreciably spotty ore body (4) to permit the develop 
ment of a reliable management and labor force in one of the most isolated and 
sparsely populated mining areas in the United States; (5) and to permit other 
investigations in geology, mining and metallurgy for possible expansion. The 
field team had indicated a 100-ton or 1,000-ton daily operation should be con- 
sidered, but the intermediate step of a smaller mill is injected by the committee 
because it believes that the more cautious approach of providing time for the 
development of labor force as well as metallurgical experimentation will not 
materially delay the delivery of tin and tungsten in quantity. 

The Vice Cuatrrman. Who wrote that letter ? 

Mr. Warren. This was in the report of the Nonferrous Metals 
Committee dated February 26, 1951, addressed to the Production Ex- 
pansion Committee. That forms the basis for the contract which 
was written, and I have asked Mr. Lorain if this would not constitute 
instructions to him when he received this report. 

Mr. Loratn. If I received it, it would. 

The Vice CHatrman. Didn’t you receive it ? 

Mr. Loratn. I don’t seem to be able to find it in my records. 

The Vice CuarrmMan. Have you any memory about it? 

Mr. Lorarn. No. sir. 

Mr. Warren. You don’t have any doubt that you received a copy 
of that report, do you? 

Mr. Lorain. I have some question. 

Mr. Warren. In your letter of March 2, 1951, you knew what was 
in the Nonferrous Metals Committee’s report ? 

Mr. Loratn. Yes, sir. I knew what essential recommendation had 
been, yes. 

Mr. Warren. You knew just what I have read off here as to what 
that recommendation was 

Mr. Lorarn. I knew essentially that, yes, sir. 

Mr. Warren. How can you explain to this committee that you car- 
ried out the instructions of the Department of the Interior with re 
spect to this operation ? 

Mr. Lorarn. I had no authority with respect to this operation, sir. 
I carried out nothing except to give them as much technical help as 
we could. 

Mr. Warren. Why were you running all over the country for Mr. 
Kadow then and making tr ips here to Washington about these loans 
if you had nothing to do about it ? 

Mr. Lorary. I made no trip to Washington about this loan nor did 
I doany running around for Mr. Kadow. 

Mr. Warren. Mr. Lorain, let’s get right down to the facts on this 
meeting in Seattle. You knew that your men went there and attended 
this meeting ? 

Mr. Lorarn. Yes, sir. 

Mr. Warren. You know that they made a report to you. What 
did they report to you ? 

Mr. Lorarn. They reported simply that they discussed the cost of 
the mill equipment, that they discussed principally the proposal that 
was presented by the Denver Equipment Co. for a 24-ton mill. Mr. 
Herdlick made an analysis of the cost of that mill and of the cost of 
additional items that might be involved therein. He came up with 
the conclusion that they did not have enough money in their budget 
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as it was set up to cover the entire cost that would be required. That 
is essentially all that was discussed so far as I know at that meeting. 

_Mr. Warren. If you had no business in this respect, what business 
did Mr. Herdlick have out there at this Seattle meeting ? 

Mr. Lorarn. It has always been our policy to try to give as much 
help, especially to the people who are concerned with these Govern- 
ment operations, as we possibly can. 

The Vice CuarrmMan. In what way ? 

Mr. Lorarn. In a technical way. 

The Vice Cramman. What do you mean by that ? 

Mr. Lorarn. I mean, with regard to the technical operations. 

The Vice Cuamman. Of the mill or of the mine, the property or 
what ? ; 

Mr. Loraryn. Anything connected with it. 

The Vick Caran. Did you give them any technical help, the 
United States Tin Corp. ? 

Mr. Loratn. Insofar as we could without spending a disproportion- 
ate amount of time on it. We talked to them about it. Discussed it. 
We ran some laboratory tests on the ore in our laboratory. 

The Vice Cuatrman. Is that all? 

Mr. Lorain. Essentially all. 

The Vice Cuatrman. Did you get any results? 

Mr. Lorain. That, sir, is a pretty hard question to answer. I don’t 
know. 

The Vick Carman. I wouldn’t think it was hard to answer, All 
vou have to see is what the result is. 

Mr. Lorarn. They have an operating mill, as I understand it. 

The Vice CHatrman. And that is about all 

Mr. Lorary. I think we contributed something to the technical 
efficiency of that mill. I understand that it is operating at a reason- 
able degree of efficiency today. I think our contribution helped. 

The Vice Cuamman. It should be operating with some reasonable 
efficiency after borrowing $3 million from the Government. 

Mr. Warren. Did Mr. Herdlick figure out what the cost would be 
for installing a 100-ton mill at this meeting in Seattle ? 

Mr. Lorary. No, sir, he had already figured that out in our report 
to the Operating Committee, or the report to the DMEA, I should 
say. 

‘Mr. Warren. How did all the United States Tin Corp. officials ar- 
rive at the conclusion that this meeting was agreed to by DMA? 

Mr. Lorarn. I don’t know. 

Mr. Warren. In this material which you have submitted on July 2, 
1954, addressed to the Honorable Homer E. Capehart, chairman of 
the Joint Committee on Defense Production, it is stated : 

Mrs. Wells remembers that some weeks after the meeting of March 29, Mr. 
Kadow came to our office and told us that he had been successful in purchasing 
secondhand equipment of standard size at bargain prices. He asked our help in 
working up a suitable mill fiowsheet. Mr. Wells and R. L. Thorne, mining engi- 
neer on our staff, drew up a tentative flowsheet based on the equipment Mr. 
Kadow had arranged or was arranging to purchase. This flowsheet and possible 
modifications of it was discussed again with Mr. Sorensen when he visited us 
before he went to the mine. 





Did you work up a flowsheet for a 100-ton mill ? 
Mr. Loran. No, sir, we worked up a flowsheet, as far as I know, 
they worked up a flowsheet for equipment that was essentially, as I 
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understand it, was essentially the equipment that was contained i 
the—the flowsheet that was in the application when they applied for 
a loan. 

Mr. Warren. Didn’t you work up a flowsheet for the used 
equipment ? 

Mr. Loratn. I worked up a flowsheet for such equipment as they 
had or expected to have. 

Mr. Warren. Wasn’t that of 100-ton capacity ? 

Mr. Lorarn. No, sir. 

Mr. Warren. What capacity was it ? 

Mr. Lorarn. Mister, you can’t state the capacity of that kind of 
equipment. Actually, it was not a 100-ton capacity. 

Mr. Warren. The Denver Equipment Co. stated in the equipment 
that they gave them that it was a 24-ton operation ? 

Mr. Loratn. Yes. 

Mr. Warren. They apparently think you can. 

Mr. Lorarn. What ? 

Mr. Warren. Set forth the size of the equipment. 

Mr. Lorarn. You can set forth the size of a combined flowsheet 

Mr. Warren. Mr. Lorain, the fact of the matter is that you knew 
that used equipment was going into this mine which did not conform 
to the report of the Nonferrous Metals Committee ¢ 

Mr. Lorarn. No, sir. I don’t believe any equipment was specified 
in the report of the Nonferrous Metals Committee. 

Mr. Warren. You knew that the Nonferrous Metals Committee set 
forth in that report of February 26, 1951, that this equipment would be 
of 1-ton an hour capacity, didn’t you? 

Mr. Lorarn. Yes, sir. 

Mr. Warren. Why didn’t that set forth and specify the equipment ? 
Mr. Lorarn. Because when you construct a mill flowsheet the in 
dividual pieces of equipment have very little to do with the capacity 
of the mill. I mean, you can use the same pieces of equipment in mills 

of varying capacity. 

Mr. Warren. Did you see the two applications which were filed ? 

Mr, Loratn. I didn’t see the last one. I didn’t see the final applica- 
tions, and I don’t think I ever saw the first application. 

Mr. Warren. Was this application referred to you by the Nonfer- 
rous Metals Committee or anyone else? 

Mr. Lorarn. I think that I may have seen—I can’t tell from that, 
that distance. I think I may have here—this is what I have. I don’t 
know if it is 

Mr. Warren. Dated February 14, 1951, is it not? 

Mr. Lorarn. Yes, sir, we have that. 

Mr. Warren. Wasn't there a list of equipment attached to that ap- 
plication when you received it ? 

Mr. Lorarn. Well, I don’t remember any. 

Mr. Warren. Did you ever see a list of the equipment that was 
set forth on the application on the letterhead of the Denver Equip- 
ment Co. ? 

Mr. Loratn. No, sir, I don’t think I ever saw that. 

Mr. Warren. You have attached a copy of it to the letter which you 
forwarded to the committee. 

Mr. Lorain. That was the list that was passed around at the meet- 
ing in Seattle, about which we have been talking. 
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Mr. Warren. It is on the the letterhead of the Denver Equipment 
Co.; is it not? 

Mr. Lorain. Yes, sir. 

Mr. Warren. Is it not the same equipment ? 

Mr. Lorain. The same equipment as what ? 

Mr. Warren. As that which accompanied the application of Feb- 
ruary 14, 1951, 

Mr. Lorarn. I don’t believe I ever saw that on the application. 

Mr. Warren. Mr. Lorain, did you at any time inform your supe- 
riors that equipment was being installed at this mine in violation of 
what they had determined ? 

Mr. Lorain. No, sir. 

Mr. Warren. Why didn’t you ? 

Mr. Lorain. I didn’t know that any was being installed in viola- 
tion of the equipment—of the application. 

Mr. Warren. You mean to tell the committee that you didn’t know 
after the meeting in Seattle that this used equipment was being in- 
stalled at the mine ¢ 

Mr. Lorary. At the meeting in Seattle nothing was decided, as far 
as I know. In any case, the equipment used, as far as any technical 
man—no technical man would be concerned as to whether it was spe- 
cific equipment or some other. 

Mr. Warren. You should be concerned with it. 

Mr. Lorary. Why? Because the equipment has no—whether they 
get usec equipment or whether they get it from the Denver Equipment 
Co. makes no difference as long as it does the job. 

Mr. Warren. If your superiors want new equipment, that is what 
should be installed ¢ 

Mr. Lorain. Nobody ever told me they wanted new equipment. 

The Vick CuatrMan, Does the contract specify that? 

Mr. Warren. Did you ever read a copy of the contract? 

Mr. Lorarn. No, sir. 

Mr. Warren. You didn’t see a copy of the contraet—— 

Mr. Lorain. Never saw a copy of the contract. 

Mr. Warren. Weren’t both you and Mr. Kadow in Juneau at the 
time this used equipment was being installed at the mine? 

Mr, Lorain. I suppose we were. 

Mr. Warren. How often did you see Mr. Kadow ? 

Mr. Lorarn. I couldn’t say. Possibly every week or so. 

Mr. Warren. Most of the time every day; didn’t you? 

Mr. Loran. No, sir. 

Mr. Warren. And you mean to tell the committee that Mr. Kadow 
didn’t discuss with you the kind of equipment that was being installed 
at the mine ¢ 

Mr. Lorarn. No, sir, I didn’t tell him anything of the kind. 

Mr. Warren. Did he discuss that. with you ? 

Mr. Loran. We discussed a great many things. 

Mr. Warren. I am asking you a specific question, Mr. Lorain. Let’s 
get on with this hearing. Did he discuss it with you or not? 

Mr. Lorarn. C ertainly he discussed it. 

Mr. Warren. What did he tell you? 

Mr. Lorain. I don’t remember. 

Mr. Warren. We want you to refresh your memory, Did he dis- 
cuss it with you, and if he did what did he ‘say ? 
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Mr. Lorarn. I can’t tell you. 

Mr. Warren. You are an engineer—— 

The Vice CuarrMan. Are you an engineer? 

Mr. Lorarn. Yes, sir. 

The Vice Cuatrrman. What kind of engineer? 

Mr. Loratn. Mining engineer. 

The Vick Cuatrman. You said you have been with the Govern- 
ment for 5 years. What did you do prior to that? 

Mr. Lorarn. I have been with the Government for 18 years. I have 
been a mining engineer—I have been connected with the mining in- 
dustry all of my life. I have had 34 years’ experience in the North- 
west, metal mining. I have had 15 years’ experience in Alaska; 18 
years with the Bureau of Mines. 

The Vice CHatrMAN. You said you have been in this job five years, 
but you have been with the Government 18, what did you do in the 13 
years prior to that ? 

Mr. Lorain. I was in charge of strategic mineral investigations in 
Northwestern United States. Part of the time in Idaho and most of 
the time throughout Northwestern United States. 

The Vice CuarrmMan. Then you were transferred to Alaska ? 

Mr. Lorarn. Yes, sir. 

Mr. Warren. Are you in civil service / 

Mr. Loratn. Yes, sir. 

The Vice CuarrmMan. I thoughtso. Go ahead, Counsel. 

Mr. Warren. Mr. Lorain, I want to know exactly what Mr. Ken 
neth Kadow said to you about this 100-ton mill or about the used 
equipment that was being installed at this mine ¢ 

Mr. Loran. Most of the discussions about the equipment were held 
with my metallurgist about the specific equipment that was going in. 

Mr. Warren. I am talking of the conversation between you and 
Mr. Kenneth Kadow. What did he say? 

Mr. Lorarn. I can’t tell you. I am sorry but I can’t tell you. We 
discussed the general operations quite frequently. 

Mr. Warren. How did he know that you were unhappy about this 
determination if he didn’t discuss it with you ? 

Mr. Lorarn. I probably told him. 

Mr. Warren. And you were very unhappy about it; weren’t you? 

Mr. Loratn. I was in the beginning, yes, sir, but when it was de 
cided that it was not 

Mr. Warren. In fact, the correspondence says that you were mad 
about it. 

Mr. Loratn. You might call it that. 

Mr. Warren. And you thought you were entitled to do just as you 
pleased up in Alaska ? 

Mr. Loratn. No, sir. 

Mr. Warren. Why didn’t you follow the orders of the people here ? 

Mr. Loran. I had nothing to do with carrying out that contract. 
That was taken out of my hands entirely. After we submitted this 
report, the setting up and 

Mr. Warren. Why was the Bureau of Mines always up there at the 
mine if you had nothing to do with it ? 

Mr. Loratn. For awhile afterward—we had already started the 
project up there—a Bureau of Mines project before this thing came 
into effect. We stayed there until the project was completed. 
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Mr. Warren. Didn’t the report of the Nonferrous Metals Commit- 
tee state that you were to conduct a surveillance on this mine ia order 
to determine whether or not more money should be loaned ? 

Mr. Lorarn. Yes, but that was never implemented by any instruc- 
tions, any definite instructions to me. 

Mr. Warren. That was instruction enough, wasn’t it? You previ- 
ously testified that you were required to carry out these instructions 
from the Nonferrous Metals Committee. 

Mr. Loran. Nonferrous Metals Committee, the Committee never 
gave me anything I would consider specific instructions. 

Mr. Warren. But you were required to conduct a surveillance of 
this mine in order to determine whether more funds would be needed, 
weren't you? 

Mr. Lorarn. No, sir. 

Mr. Warren. Did you see that in the report of the Nonferrous 
Metals Committee ? 

Mr. Lorarn. I don’t know that I saw the report of the Nonferrous 
Metals Committee at that time. 

Mr. Warren. The information you have sent to the Joint Commit- 
tee on Defense Production indicates that you have a copy of that re- 
port in your files and that you did receive it. 

Mr. Lorarn. Possibly I did. 

Mr. Warren. And all other pertinent information pertaining to 
this mine that I can think of. 

Mr. Loran. No, sir. 

Mr. Warren. Here is a list of 13 pages that you have supplied to 
the committee in respect to correspondence on this matter. 

Mr. Lorarn. Yes, sir. 

Mr. Warren. You weren’t deprived of any information you needed 
in connection with this operation, were you ? 

Mr. Lorarn. I wasn’t expected to supervise this operation. 

Mr. Warren. Were you expected to do anything in connection with 
the operation ? 

Mr. Lorarn. I assume we were expected to give them such technical 
assistance as we might reasonably give them. 

Mr. Warren. Why isn’t the installation of equipment technical 
assistance ? 

Mr. Lorarn. I didn’t consider it as such. I would call that operat- 
ing instruction. 

Mr. Warren. You never engaged in any work for the United States 
Tin Corp. that was operating? 

Mr. Lorarn. No, sir. 

Mr. Warren. If you hadn’t been so mad about this determination 
to put in a 25-ton mill you might have written the Department of In- 
terior and told them that the instructions were not being carried out, 
is that right? 

Mr. Loran. No, sir; that is not right. As a matter of fact, sir, 
they have never had a 100-ton mill here until just about this winter. 
There has been a lot of loose talk about a 100-ton mill. In the first 
place, the mill they put in never did get to be a 100-ton mill until last 
winter. 

Mr. Warren. They never did produce 100 tons a day, is that what 
you say ? 

Mr. Lorain. That is what constitutes a 100-ton mill. 
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Mr. Warren. They didn’t have any water up there, did they? They 
wouldn’t have produced 100 tons a day if they had had a 1,000-ton 
mill ¢ 

Mr. Lorarn. In the beginning, they wouldn’t. But that isn’t the 
limiting factor as far as the mill is concerned. 

The Vice CHarrman. What was the limiting factor ? 

Mr. Lorain. The design of the mill. That was the limiting factor 
in the beginning, aside from the water. 

Mr. Warren. Mr. Chairman, with respect to what the witness has 
just said I would like to en from a letter dated August 2, 1952, 
addressed to Mr. Kenneth J. Kadow, and signed by Mr. Paul M. 
Sorensen, who I believe was the mine superintendent, at that time: 

Now, for the big $64 question. The expansion to a 200-ton per day operation. 
The first intimation I had of an expansion to 200 tons was when you wired me 
after your return to Seattle from the mine to order enough cement and lumber 
to put in a 200-ton plant. When you were here I told you that we had fed ore 
to our present ball mine at a feed rate of 200 tons a day, and that it was prac- 
tically all ground in one pass through the mine to minus 14 mesh and that we 
were ready for expansion, that we were in all likelihood, going to have to install 
another ball mine. 

That is the same equipment that you referred to, and he was think- 
ing of expanding to 200 tons a day with little modification at that 
time ? 

Mr. Loratn. Well, sir, I am not responsible for what Mr. Sorensen 
said. 

Mr. Warren. You acknowledge now that you received a copy of the 
Nonferrous Metals Committee report, do you not ? 

Mr. Loratn. I assume that I received the essence of it. 

Mr. Warren. Did section E on page 2 of that report provide for 
the installation of a 1-ton-an-hour concentrating mill? 

Mr. Lorain. I presume that it did. 

Mr. Warren. Did section E also set forth that such assistance be 
worked out in conference and was acceptable to the applicant ? 

Mr. Lorarn. I suppose that it did. 

Mr. Warren. Don’t you have the report? 

Mr. Lorain. No, sir; I haven’t the report. 

The Vice CHarrMan. You have or you haven’t ? 

Mr. Lorarn. I haven’t. 

Mr. Warren. Did section E also set forth that such assistance be 
worked out in conference and was acceptable to the applicant ? 

Mr. Loratn. I can’t find it. 

Mr. Warren. Don’t you find it? 

Mr. Lorarn. No, sir. I will accept it. Here it is; yes. 

Mr. Warren. Were you aware that section G—6 referred to the 
equipment as new equipment ? 2 

Mr. Lorarn. No, sir; I never knew anything about new equipment. 

Mr. Warren. Will you examine that document and state whether 
it is-—— 

Mr. Lorarn. It says so there; yes, sir. 

Mr. Warren. Were you aware that section H-2 of that report stated 
as follows: 

The new equipment will consist essentially of the 100-ton-per-hour concentrator, 
surplus plant for the underground operation, and underground haulage and 


drilling equipment. The applicant states that all the new equipment is available 
for immediate delivery but that DO’s will have to be provided for some items. 
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The mill and mine equipment is relatively light and can be transported and set 


on easily-constructed foundations in time to be in operation before the freezeup. 

Mr. Lorarn. That is section H-2? 

Mr. Warren. Yes. Is that correct? 

Mr. Lorain. That is what it says. 

Mr. Warren. Were you aware that section K of the Nonferrous 
Metals Committee’s report set forth there had been several conferences 
held between Mr. H. R. Fischnaller and the Nonferrous Metals Com- 
mittee, that Mr. Fred M. Chase and Mr. Kenneth J. Kadow attended 
and that the plans set forth in the report had been worked out in con- 
ference and was acceptable to Mr. Fischnaller? 

Mr. Lorain. Yes, sir; it says so. 

Mr. Warren. You were aware of it, too, weren't you ¢ 

Mr. Lorain. I was not aware of all this; no, sir. 

Mr. Warren. Why didn’t you read the report ? 

Mr. Lorain. I can’t say that I ever got the report. 

Mr. Warren. Can you say that you did not receive it ? 

Mr. Lorain. No, sir; I cannot. 

Mr. Warren. Mr. Chairman, I would like to read from a report of 
the DMA field team on the application for access roads, dated October 
30, 1951, the point being in connection with the 100-ton mill. 

The Vick Cuairman. Whois it signed by ¢ 

Mr. Warren. It is signed by Mr. S. H. Lorain, executive officer, 
regional director, region 1, United States Bureau of Mines: 

It is expected that full-scale 100-ton day production from the lode mine will 
be started sometime between February and July 1951, depending upon difficulties 
that may be encountered in connection with underground rehabilitation. It is 
pianned that the rate of production will be expanded to 300 tons a day within 
the next year or so. Ultimately a production of 1,000 tons or more per day may 
be expected. That a production of 100 tons of ore per day is expected, that 
about 500,000 pounds of tin and 100,000 pounds of tungsten trioxide per year will 
be brought forth. 

Mr. Lorain, you wrote that letter on October 30, 1951. That clearly 
indicates that you knew that a 100-ton operation was being installed 
at that time or had been installed, did you not ? 

Mr. Lorarn. I knew, I evidently knew they were talking about a 
100-ton mill at that time. 

Mr. Warren. You evidently knew it. You did know it, didn’t you; 
you set it forth here? 

Mr. Loran. We thought they were building a 100-ton mill, 
evidently. 

Mr. Warren. You thought they were. When did you know that 
they were installing this used equipment of approximately 100-ton-per- 
day capacity ¢ 

Mr. Lorarn. I knew they were installing used equipment right from 
the very beginning. 

Mr. Warren. And yet you say that you didn’t know but what that 
complied with the Nonferrous Metals Committee’s report, didn’t you? 

Mr. Lorarn. I didn’t see it had anything to do with it. Used equip- 
ment, if it is good equipment, is just as good as new equipment. 

Mr. Warren. What about the 100-ton equipment that you said you 
knew they were installing ? 

Mr. Lorarn. 100-ton 





Mr. Warren, August 30, 1951—— 
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Mr. Lorain. Possibly I had known so at that time. I don’t know. 

Mr. Warren. Why didn’t you write the officials in the Department 
of Interior and tell them these people were violating the terms of this 
Nonferrous Metals Committee’s report / 

Mr. Lorarn. I assumed everybody in Washington knew what they 
were doing. 

Mr. Warren. Weren't you informed of what was going on ¢ 

Mr. Lorain. No, sir. 

Mr. Warren. How could Mr. Merrill down here in Washington 
know what was going on several thousands of miles away, unless you 
told him? 

Mr. Loratn. The Defense Minerals Production Administration had 
their own staff, their own engineers. The reports were made directly 
to them. I was never shown the contract. I was never asked to take 
any part after it was granted. 

Mr. Warren. Weren’t they using the Bureau of Mines’ engineers at 
this time, October 1951 ? 

Mr. Lorain. No, sir, not for DMPA work except on special request. 
We have an arrangement whereby if they want any work from us they 
make a special report. 

Mr. Warren. Mr. Howard I. Young advised the committee, I be 
lieve, at this time in the early stage of this program that they used 
your personnel, Bureau of Mines, and had to depend on your person 
nel, that they didn’t have any of their own. 

Mr. Lorarn. We were never so instructed. 

Mr. Warren. You and Mr. Kadow were very close friends, were you 
not ? 

Mr. Lorarn. I would say we were friends. 

Mr. Warren. Very close friends ? 

Mr. Lorain. I don’t know what you call close friends. 

Mr. Warren. In fact, you brought Mr. Kadow into the company, 
didn’t you? 

Mr. Lorarn. No, sir. 

Mr. Warren. You even wrote letters about the mine superintencent 
when they wanted one. 

Mr. Lorain. We tried to get him a good mine superintendent. That 
was the first thing. Practically the only direct relationship that we 
had, and that was in the very beginning, I mean, with regard to the 
mine operation. We thought it was very important that we get a 
superintendent and we tried to get them one. 

Mr. Warren. Did Mr. Fischnaller ever discuss this 100-ton mill 
with you? 

Mr. Lorarn. Mr. Fischnaller discussed many things with me about 
the mine, I suppose 

Mr. Warren. Mr. Lorain I am asking you a specific question. Can’t 
we get on with these questions ? 

Mr. Lorarn. I can’t remember every conversation we had 3 years 
ago. 

Mr. Warren. You don’t remember anything 

Mr. Loran. I do remember everything. I do remember essential 
facts. 

Mr. Warren. Don’t you think this 100-ton mill is an essential fact 
as to whether this contract was violated or not and when it was 
violated ? 
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Mr. Loratn. I didn’t know that there was any violation 

Mr. Warren. Don’t you think that is an essential fact, if it was 
violated ¢ 

Mr. Loratn. It might be. 

Mr. Warren. Don’t you think that it is? 

Mr. Lorarn. No, sir. 

Mr. Warren. You don’t think it is essential that a contract is 
violated ? 

Mr. Loran. If a contract is violated, if a contract is for a 25-ton 
mill and if it was not remedied in the meantime, then it was a violation 
of the contract. 

Mr. Warren. I am talking about that particular time. Isn’t it a 
serious matter to violate the terms of the contract ? 

Mr. Lorain. Yes, sir. 

Mr. Warren. It was a serious matter that this contract was violated, 
wasn’t it ? 

Mr. Lorarn. I would say so. 

Mr. Warren. Why didn’t you consider it a serious matter when you 
heard about it ? 

Mr. Lorarn. I didn’t know it was being violated. 

Mr. Warren. Getting back to my previous question, did Mr. Fisch- 
naller discuss this 100-ton mill with you? 

Mr. Lorarn. I don’t ever remember discussing milling operations as 
such with Mr. Fischnaller. 

Mr. Warren. Did he discuss the 100-ton mill with you? 

Mr. Lorarn. I wouldn’t say that he did. 

Mr. Warren. Did he discuss the purchase of this equipment from 
this gold mine with you? 

Mr. Lora. No, sir. 

Mr. Warren. Did anyone else discuss it with you ? 

Mr. Loratn. Kadow. 

Mr. Warren. Did anyone else discuss it in addition to Mr. Kadow 
with you ? 

Mr. Loran. I assume that Mr. Sorensen probably did. 

Mr. Warren. Who requested that the men be sent to the Seattle 
meeting at which this 100-ton mill was discussed ? 

Mr. Loran. I think it was probably Mr. Fischnaller. 

Mr. Warren. What did he say the purpose of the meeting was? 

Mr. Lorain. To discuss the purchase of equipment. 

Mr. Warren. Did he discuss this used equipment that they planned 
to purchase in that conversation with you? ih 

Mr. Lorarn. I don’t think so. I don’t think they were thinking 
about used equipment at that time. The meeting was held primarily 
to discuss the equipment that was proposed by the Denver Equip- 
ment Co. 

Mr. Warren. And that was a 24-ton capacity, wasn’t it? 

Mr. Lorarn. Yes, sir. 

Mr. Warren. Why would it have been necessary for your men to 
go all the way to Seattle, which is 1,000 miles? 

Mr. Loratn. They didn’t go for that purpose. 

Mr. Warren. For what other purpose did they go? 

Mr. Lorary. They—Mr. Wells was on his way to Albany for some 
work with the metallurgists at Albany and Mr. Herdlick was on his 
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way to Seattle for some business he had with the General Services 
Administration. 

Mr. Warren. Do you have a copy in your files of this report which 
these gentlemen made to you upon their return to Juneau 

Mr. Lorarn. No, sir, they didn’t make a formal report. 

Mr. Warren. Why didn’t they make one? 

Mr. Lorarn. They didn’t think it was necessary. 

Mr. Warren. You didn’t want it in your files, did you? 

Mr. Lorain. That is not a correct statement. 

Mr. Warren. Isn’t it customary for your personnel to make a report 
to you when they call on these people at different mine operations ? 

Mr. Lorar. Casual interviews they certainly don’t make formal 
reports on, 

Mr. Warren. This wasn’t a casual interview. This was changing 
equipment from 25-ton to 100-ton. 

Mr. Lorarn. It wasn’t, sir. 

Mr. Warren. Yet you have no written document to show what was 
discussed at this meeting ? 

Mr. Lorary. We have a copy of Mr. Herdlick’s notes that he made 
during that meeting. 

Mr. Warren. What do those notes say ? 

Mr. Lorarn. I gave you a copy of them. They simply were a com- 
putation of the cost of purchasing equipment. He pointed out to them 
that they would need more things than they estimated. In other 
words, that their cost estimates were too low. 

Mr. Warren. From what you know now on what date was this used 
equipment purchased ¢ 

Mr. Lorain. I haven’t the faintest idea. 

Mr. Warren. You haven't considered it significant enough to in 
quire even at this late date as to when this used equipment was 
bought ? 

Mr. Lorarn, Sir, the used equipment, the question as to whether it 

yas used equipment or new equipment never entered my head as be- 
ina an important question. 

Mr. Warren. Before you came here you were aware of the fact that 
that was a very important thing for this committee, were you not? 

Mr. Lorain. You were talking about a different 24-ton and 100-ton 
mill. Nothing was said about whether it was used or new equipment. 

Mr. Warren. You were aware of the fact that this committee had 
discussed this matter at this Seattle meeting, were you not ? 

Mr. Loratn. Yes, sir. I told you everything that we know abont it. 

Mr. Warren. And you mean to tell the committee that all these let- 
ters that Mr. Kadow wrote and submitted, that the Bureau of Mines 
agreed to it, the mill of 100-ton capacity, are false ? 

“Mr. Loraty. I don’t know anything about what Mr. Kadow wrote. 

Mr. Warren. I am asking you whether or not those statements were 
true or false that Mr. Kadow wrote ? 

Mr. Lorarn. I don’t know what he said. 

Representative Brown. Have we confronted him with what he said ? 
He ought to answer. 

The Vice CuatrmMan. He ought to answer a lot of things that he 
doesn’t wish to answer and is trying not to answer. Will you report 
that to his superior ? 
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Representative Brown. Do you know that that is true? It is per- 
fectly ridiculous. 

Mr. Warren. It is very obvious, Mr. Chairman, from the corre- 
spondence that this witness is entirely familiar with what transpired 
with respect to this 100-ton equipment, and yet he comes to this hear- 
ing and states that he knows nothing about it. Mr. Lorain, I shall 
read again from the letter dated November 23, 1951, addressed to Mr. 
H. A. Mann, signed by Mr. Kenneth J. Kadow, and it also has been 
written at other times, and I shall read it very slowly because I want 
you to state whether or not this statement is true or false : 

When the 25-ton proposition reached the DMA team in Juneau they were very 
unhappy about it and so stated in a letter written to Mr. Charles Merrill early 
in March. 

Is that statement true or false ? 

Mr. Lorarn. That is true. 

Mr. Warren. I shall read further: 

It is my understanding that they recommended the project be denied unless 
approved for at least 100 tons per day. 

Is that statement true or false ? 

Mr. Lorain. That is true. 

Mr. Warren. Continuing: 

Meetings were held in Seattle between company officials and Alaskan DMA 
personnel at which time we demonstrated with detailed facts and figures that 
we could put in a 100-ton mill with the same expenditure for equipment contem 
plated in the 25-ton mill if we could use reconditioned machinery. 

Is that statement true or false ? 

Mr. Loran. I don’t know anything about that, sir. But certainly 
it does not correspond with the report that I have from my men. 

Mr. Warren. Is that statement false from the knowledge that you 
had as of the time that the used equipment was being installed ? 

Mr. Loran. Please state that again. 

Mr. Warren. This letter states that meetings were held in Seattle 
between company officials and Alaskan DMA personnel— 
at which time we demonstrated with detailed facts and figures that we could 
put in a 100-ton mill with the same expenditure for equipment contemplated in 
the 25-ton mill if we could use reconditioned machinery. 

From your knowledge, is that statement true or false ? 

Mr. Lorain. From my knowledge, I would have to say it was false. 

Mr. Warren. From what personnel in the Bureau of Mines who 
attended the meeting in Seattle and reported to you, from that infor- 
mation, would you also state that this is false ? 

Mr. Loratn. It certainly was not what they reported to me. 

Mr. Warren. Then either the Bureau of Mines personnel did not 
report what transpired at the meeting or Mr. Kadow made a false 
statement? Is that correct? 

Mr. Loratn. Either that or there was some misunderstanding. 

Mr. Warren. I am asking you the question, either the Bureau of 
Mines personnel who attended the meeting referred to in Seattle did 
not report what transpired or Mr. Kenneth J. Kadow made a false 
statement ? 

Mr. Loran. Well, I would have to agree that unless there was some 
misunderstanding that is the— 

Mr. Warren. Let’s leave out the misunderstanding. 





Mr. 
on bot 
Mr. 
what | 
Mr. 
drivit 
Mr. 
not el 
Mr. 
Mr. 
Mr. 
Mr. 
cials : 
at wh 
put in 
the 25 
I w 
Dic 
eithe) 
of M 
trans 
Mr 
Mr 
Mr 
Mr 
to yor 
Mi 
Mi 
state 
Mi 
Mi 
lettel 


disci 
cuss 
M 
ingt 
had 





DEFENSE PRODUCTION ACT 661 


Mr. Lorain. Wouldn’t there be some room for misunderstanding 
on both sides ¢ 

Mr. Warren. Either the Bureau of Mines did not report to you 
what happened or Mr. Kadow made a false statement. 

Mr. Lorain. It is possible that our men misunderstood what he was 
driving at. 

Mr. Warren. I am talking about what they reported to you. Let’s 
not change the question. 

Mr. Lorarn. All right. 

Mr. Warren. And I wish to read that back again. 

Mr. Lorain. Yes, 1] understand. I have it in mind. 

Mr. Warren. Meetings were held in Seattle between company offi- 
cials and Alaskan DMA personnel 
at which time we demonstrated with detailed facts and figures that we could 
put in a 100-ton mill with the same expenditure for equipment contemplated in 
the 25-ton mill if we could use reconditioned machinery. 

[ will ask you this question with respect to that quotation : 

Did Mr. Kenneth J. Kadow make a false statement; is it true that 
either Mr. Kenneth J. Kadow made a false statement or the Bureau 
of Mines personnel who attended this meeting failed to report what 
transpired at the meeting to you? 

Mr. Loratn. I suppose that is correct. 

Mr. Warren. You suppose. You know it is correct? 

Mr. Lorain. You are trying to make me call somebody a liar 

Mr. Warren. You previously testified that they did not report this 
to you? 

Mr. Lorain. That is correct. 

Mr. Warren. So either they did not report to you or this is a false 
statement ¢ 

Mr. Lorain. All right. 

Mr. Warren. Mr. Chairman, the same statement is contained in a 
letter addressed to Mr. Jess Larson, dated Seat Tee 1, 1951, and 
signed by Mr. Kenneth J. Kadow. (See p. 267. 

Representative Brown. I believe it was place di in the record. 

Mr. Warren. I believe so. Mr. Lorain, will you state the number 
of trips that you have made for the United States Tin Corp. ? 

Mr. Lorarn. I have not made any trips for the United States Tin 
Corp 
Me Warren. Will you state the business which you have trans- 
acted for the United States Tin Corp. ? 

Mr. Loratn. I haven’t transacted any business for the United States 
Tin Corp. 

Mr. Warren. Have you ever made a trip for the United States Tin 
Corp. or have you taken a trip at which time you discussed the busi- 
ness or affairs of the United States Tin Corp. with Government 
officials ? 

Mr. Lorarn. When I came to Washington I usually went in and 
discussed the matter with the boys over in DMPA. I usually dis- 
cussed the matter with the boys down in DMEA when I came to town. 

Mr. Warren. Mr. Lorain, did you receive a letter from your Wash- 
ington office prior to November 1950, stating that Kirby Billingsley 
had called on the Assistant Secretaries of the Interior Warne and 
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Davidson with regard to the United States Tin Corp. activities in 
Alaska Q 

Mr. Lorarn. Apparently I did. I quote here. I have a letter which 
I wrote to Mr. Fischnaller and said that: 

I have a letter from our Washington office to the effect that Kirby Billings- 
ley has called on Assistant Secretaries Warne and Davidson in regard to United 
States Tin Corp. activities in Alaska. 

Mr. Warren. Will you read the entire letter ? 

Mr. Lorarn (reading) : 

I have a letter from our Washington office to the effect that Mr. Kirby Bil- 
ingsley has called on Assistant Secretaries Warne and Davidson with regard to 
United States Tin activities in Alaska. As a result I have been asked to con- 
tact your office in Seattle at the first opportunity. I have been trying to do 
that anyway because I would like to get acquainted with you and your asso- 
ciates and to discuss our problems firsthand. About the middle of this month 
I am making a trip to Washington and will return through Seattle Saturday, 
November 18. I wonder if it would be possible to arrange a meeting in the 
morning or late that day. Please drop a line to Juneau. 

Mr. Warren. Will you read into the record that which you have 
previously referred to ¢ 

Mr. Loratn. I am afraid I don’t have it. 

Mr. Warren. Where is it ? 

Mr. Lorarn. I don’t know. These files were used a great deal, anc 

Mr. I I don’t know. TI files W la great deal, and 
evidently that letter has been misplaced. 

Mr. Warren. When did you last see this letter ? 

Mr. Loratn, This is the only memory I have of it. 

Mr. Warren. How long have you known Mr. Kirby Billingsiey ? 

Mr. Lorarn. As far as I know, I have never met him. 

Mr. Warren. Was a conference held on November 11 to the 13, 
1950, in Seattle in connection with the proposed loan application of 
the United States Tin Corp. ? 

Mr. Lorarn. About that time, yes, sir. 

Representative Brown. Pardon me, Mr. Warren. Off the record. 

( Discussion off the record. ) 

Mr. Warren. I wonder if we could have that letter from the De- 
partment of the Interior, a letter from the Washington office—— 

Mr. Wricut. We will make an effort to locate that. 

Representative Brown. Have you the date of the letter ? 

Mr. Warren. Prior to November 1950, is the only date that we have 
for it. 

Representative Brown. He admits that letter but doesn’t have a 
copy of it? 

Mr. Warren. That is right. 

Mr. Wricur. Presumably we could get that in the files. 

(The letter referred to follows :) 

OcTOoBER 25, 1950. 
Memorandum to: Mr. 8. H. Lorain, regional director, region I. 


From: Thos. H. Miller. 
Subject : Tin Deposits in Alaska. 


At the request of Mr. Kirby Billingsley, Secretary Warne and Secretary 
Davidson have asked that you meet with Fentress and McIntosh in Seattle re- 
garding tin in Alaska. These men are connected with the United Stetes Tin 
Corp., 201 Jones Building, Seattle. Please get in touch with them and arrange 
a convenient date for meeting, perhaps en route to or from the regional directors’ 
meeting on November 16 and 17. 


Tos. H. MILLER. 
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Mr. Warren. Will you call them about that at lunchtime? 

Mr. Wrieut. Yes, sir. 

Mr. Warren. You stated, I believe, the conference was held cn 
November 11 to 13, 1950, in Seattle in connection with proposed Ivan 
application to the United States Tin Corp. ? 

Mr. Loran. Yes, sir. 

Mr. Warren. Who attended that conference? 

Mr. Lorarn. I think Mr. Herdlick and myself. 

Mr. Warren. And who else for the company ? 

Mr. Lorarn. For the company I think Mr. Fischnaller, Mr. MecIn- 
tosh, their engineer 

Mr. Warren. Mr. Furey also? 

Mr. Loran. Yes, I believe Mr. Furey was there. 

Mr. Warren. Did you make a special trip for that meeting? 

Mr. Loratn. No, sir, I was on my way from Washington. 

Mr. Warren. In the applic ation filed by Mr. H. R. Fischnailer, 
dated November 18, 1950, it is stated: 

We have been assisted by Mr. Lorain and Mr. Herdlick of your Juneau office 
in the preparation of this report and letter and assure you they concur with us. 

Had you assisted in the preparation of the report and letter, and 
did you concur with the content ? 

Mr. Loratn. Well, we assisted in it. We discussed the application 
with them, discussed how they were going to prepare and whut they 
were going to ask for. I don’t remember that we participated. I am 
quite sure I didn’t participate in the preparation of the application or 
the letter. At least, I have no recollection of it. 

Mr. Warren. Did you see a copy of the application before it was 
forwarded to Mr. James Boyd ? 

Mr. Lorarn. I don’t think so. 

Mr. Warren. Do you know whether or not you did or didn’t ? 

Mr. Lorarn. I can’t say under oath that I did or didn’t. I don’t 
think I did. 

Mr. Warren. Will you state what conversations you had with Mr. 
Kenneth J. Kadow concerning the United States Tin Corp. during 
the latter part of 1950 and the early part of 1951? 

Mr. Loratn. I don’t think that I had any conversations with him 
during the latter part of 1950. During the early part of 1951 T asked 
him if—this is probably in January—had asked him that if Mr. 
Fischnaller contacted him in Washington would he show him around 
and introduce him. That was the only conversation I had with him 
until after he came back from Washington, I think in March, as nearly 
as I can remember, sometime in March, and he came into my office 
und asked me about the company. We showed him what we had. 
I showed him our reports of investigation, I should say not about 
the company, but about the deposit, he asked me if the deposit was 
any good and I told him I thought it was. I think he asked me if we 
would, if I thought his services would be of any value to the company, 
that he was thinking of leaving the Department, and I think I told 
him that he probably could be of use to them. I think I told him he 
would be crazy to go into them under the setup that they had, the 
organizational setup » they had. 

Mr. Warren. Have you a copy of the letter prior to that time? 
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Mr. Betarno. October 3, 1950, there is a memorandum from Lorain 
to J. H. Hedges, with a copy designated for K. J. Kadow, J. A. Herd- 
lick and A. W. Hackwood. 


For your information I am inclosing a copy of a letter just received from 
H. R. Fischnaller of the United States Tin Corp. The background of the letter 
is the recent visit of Herdlick and Thorne to the company property at Lost 
River to make arrangements for next season’s project and our urgent request 
for samples of their tin-tungsten concentrates placer ore of the low grade tin- 
tungsten fluorite material from the zone of “halo” mineralization above the bear- 
ing cupola that was discovered by the Bureau of Mines. 

The letter continues, but the point is that on October 3, 1950, a copy 

letter regarding the United States Tin Corp. was sent by Mr. 
Lorain to Mr. Kadow, 

Mr. Lorarn. Mr. Kadow was still on the field committee at that 
time. I considered it quite proper to send him a copy of such cor- 
respondence. 

Mr. Warren. Did you send him a copy of any correspondence in 
connection with United States Tin Corp. prior to that date ? 

Mr. Lorain. I couldn’t say. I don’t remember everybody I marked 
a copy to, not that far back. 

Mr. Bevxiino. I might mention in that question, Mr. Counsel, I 
questioned Mr. Lorain in Juneau on this particular point without dis- 
closing the fact that I knew he had sent him a letter, that is, that 
he would have sent a copy of the letter to Mr. Kadow as chairman of 
the field committee, and he said at that time that he definitely would 
not have sent any copy of a letter, that there was no reason for him 
to have sent him a copy or any information of the United States Tin 
to Mr. Kadow as chief of the Alaska field committee. That is on 
recorded tape, that particular statement from Mr. Lorain. 

Mr. Warren. Why did you send a letter to Mr. Kadow at this par- 
ticular time, Mr. Lorain? 

Mr. Lorain. Well, sir, just because he was on the field committee, 
chairman of the field committee, interested in Alaskan development. 

Mr. Warren. You can’t state whether you ever sent him a copy of 
a United States Tin Corp. letter prior to that date ? 

Mr. Loran. No, sir. 

Mr. Warren. Did you discuss tin at a meeting of the Alaska field 
committee in Juneau, Alaska, on January 11, 19514? 

Mr. Loran. Very likely I did. 

Mr. Warren. Did you and Mr. Kadow discuss the affairs of the 
United States Tin Corp. at that time / 

Mr. Loratn. I have no memory of it. 

Mr. Warren. Will youstate that you did not? 

Mr. Lorarn. I can only say that Ihave no memory of it. 

Mr. Warren. Was Mr. Kadow present at that meeting ? 

Mr. Lorain. I don’t know what or who was at that meeting. That 
meeting is lost as far as my memory goes. I would have to refresh 
myself from the files. 

Mr. Warren. You didn’t discuss tin at the meeting / 

Mr. Loratn. I recall discussing tin at some field team meeting, tin 
on the Seward Peninsula, primar ily. 

Mr. Warren. Did you write a letter dated January 17, 1951, to H. R. 
Fischnaller and state if he was going back to Washington for the pur- 
pose of expediting his application you would suggest that he get in 
touch with Kenneth J. Kadow? 
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Mr. Lorarn. Yes, sir. 

Mr. Warren. Did you further state that Mr. Kadow knew his way 
around Washington and that you thought he might be of considerable 
help to Mr. Fischnaller ? 

Mr. Lorary. Yes, sir. 

Mr. Warren. What did you mean by Mr. Kadow knowing his way 
around Washington? 

Mr. Lorarn. I mean, he knew where to go to meet people and who 
to meet. 

Mr. Warren. I think the committee will agree with you as to that. 

The Vick CHatrmMan. There is no doubt about that. 

Mr. Warren. Did you as head of the Alaska field team make an ex- 
amination of the Lost River mining property and forward a report of 
your findings to Mr. Charles W. Merrill, Chairman of the Nonferrous 
Metals Committee on January 22, 1951 ? 

Mr. Lorarn. It was transmitted on January 22; yes; sir. That re- 
port was pre pared by my staff with the cooperation of a Geological 
Survey member of the field team, based chiefly on information which 
we had already acquired, in fact, based entirely on information that 
we already had. 

Mr. Warren. Did you state in your letter to Mr. Merrill that the 
company plan appeared to be based on correct assumptions and to be 
financially sound exe ept for larger operating capital ? 

Mr. Loratn. Yes, sir. 

Mr. Warren. Why did you think the project was financially sound ? 

Mr. Lorain. Because our figures showed it to be at that price of tin. 

Mr. Warren. At what price was that ? 

Mr. Loratn. At that time it was about $1.50. I think $1.80 at that 
time. Somewhere in that vicinity. 

Mr. Warren. Why has this project proven to be so unsound ? 

Mr. Lorarn. I wouldn’t admit that it has proven to be unsound, sir. 

The Vice CuatrMan. How much more do they have to lose before 
you would admit that it is financially not a good thing for the United 
States Government to have made all these loans? 

Mr. Lora. Sir, this was considered essentially as a defense proj- 
ect. Our primary interest, of course, was in the development of the 
tin supply. 

Mr. Warren. Was your primary interest to find whether there was 
any tin there ? 

Mr. Lorarn. Yes, sir. We already knew there was tin. Our pri- 
mary interest was to find more tin. 

Mr. Warren. You didn’t know how much tin was there, did you? 

Mr. Loratn. No one could know that much. 

Mr. Warren. Is it customary to install a commercial operation to 
find out if you have any tin? 

Mr. Loran. No, sir. 

Mr. Warren. Then why didn’t you agree that a 25-ton mill should 
have been installed first as a pilot operation ? 

Mr. Loratn. We had plenty of ore for a 100-ton mill. 

Mr. Warren. I beg your pardon? 

Mr. Lorain. There was plenty of ore for a 100-ton mill. Asa mat- 
ter of fact, as far back as Worl 1 War ITI the War Production Board 
had planned and approved a 250-ton mill on that same deposit, based 
on the same data on which we recommended this 100-ton mill. 

517105443 
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Mr. Warren. Did you recommend that 250-ton mill ? 

Mr. Lorarn. I had nothing to do with it. I didn’t know until 
recently. 

Mr. Warren. You at one time recommended a 1,500-ton mill? 

Mr. Loratn. No, sir, we didn’t recommend a 1,500-ton mill, All 
we did was—— 

Mr. Warren. Didn’t you write some cost figures on a 1,500-ton mill ? 

Mr. Loran. Yes, sir, we put some cost figures into the report. 

Mr. Warren. Didn’t you state to the Bureau of Public Roads there 
would greene be a 1,000-ton operation at this mine in a short time? 

Mr. Lorarn. I don’t believe I stated there would probably be. 

Mr. Warren. I will give you the exact language you stated there, 
that it “may be expected”—— 

Mr. Loratn. “May be expected.” It was by us. I thought that at 
that time they wanted tin. They were going to expand the operation. 
[ believe that was the understanding on which the thing was set up 
here. Certainly that was my understanding. Provided it proved to 
be successful, it would be expanded. 

Mr. Warren. Reading from your January 22, 1951, field team re- 
port, cost estimates, and I quote: 

Costs are estimated for the recovery of measured and indicated ore on the 
basis of 100 tons and of 1,500 tons per day respectively. At present prices, the 
larger tonnage can be offered at a profit and would supply a 100-ton mill for 
about 4 years. The 1,500-ton-per-day cost estimates are based on additional 
development of the granite and contact metamorphic ore zones and the use of 
low-cost mining methods. The 4,151,000 tons of measured and indicated ore 
would supply a 1,500-ton plant for about 9 years. The need for increased pro- 
duction of domestic tin and tungsten and the indicated large reserves in the 
granite and contact metamorphic ore zones might justify the construction of a 
1,500-ton plant. However, the initial investment required and the added risk 
of long-term development under present conditions are unfavorable to private 
operators. Furthermore, this smaller operation would permit the gradual devel- 
opment of an operating staff and would serve as a guide to large-scale operations 

Hadn’t you seriously considered a 1,500-ton operation at that time? 

Mr. Lorain. We were pointing out the technical feasibility of it, if 
it was decided that they need that much tin. 

Mr. Warren. Were there ever any facts upon which you could con- 
ceivably think that this mine would operate a 1,500-ton mill? 

Mr. Lorain. The facts are right in this report, sir. 

Mr. Warren. Why has the 100-ton operation lost so much money 
during the last few years ? 

Mr. Lorar. In my opinion it is because they started out under- 
financed to begin with and have only very gradually—in other words, 
they sent a boy to do a man’s job. 

Mr. Warren. They started out with a $375,000 loan and have since 
gotten up to $3 million. 

Mr. Lorarn. Yes, sir, but by stages and not—if they had gone in 
and set up the thing properly in the beginning, it would certainly 
have cost less than it has cost, I am quite sure. : 

Mr. Warren. Would you be in favor of putting another $3 million 
into this mine? 

Mr. Lorain. I would have to make a study of it before I could an- 
swer that. Furthermore, that part would not be within my province 
of decision. 
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The Vice Cuamman. Did you at any time recommend the advanc- 
ing of money for making an exploration loan instead of going in on a 
commercial basis from the start / 

Mr. Lorain. In the beginning, no, sir, because the exploration loans 
weren’t in effect at the time. 

The Vice Cuamman. When did that come along, how much later? 

Mr. Lorain. About a year later. 

The Vice Cuarman. Did you recommend it as soon as it became 
effective ? 

Mr. Lorarn. We recommended it; yes, sir. 

The Vice Cuarrman. In what amount? 

Mr. Loratn. The amount we recommended, I would have to look 
and see. The field team recommendation involved something like 
$900,000. I don’t remember the exact amount. 

The Vice Cuairman. What was granted? Do you remember that? 

Mr. Loran. About $226,000. 

Mr. Warren. You recommended about $1 million for that loan; did 
you not? 

Mr. Lorarn. Something under that; yes, sir. 

Mr. Warren. Between $900,000 and $1 million; is that correct ? 

Mr. Lorarn. Something in that order. 

The Vice CuHarrMan. That is the amount for the exploration loan ? 

Mr. Lorarn. It wasn’t an exploration loan. It was an exploration 
contract. 

The Vice Cuarmman. What is the difference? I am not trying to be 
technical. 

Mr. Lorain. Well, the idea is—I believe the fundamental concep- 
tion of these exploration DMEA jobs is to develop strategic minerals 
for the United States. The contracts, what they call contracts, are 
made on a participating basis. The loan element involved is very sec- 
ondary. So it isa contract rather thana loan. The company proposed 
is supposed to repay the Government contribution if they mine that 
much ore within 10 years, otherwise the whole thing is forgiven. Sot 
is really a contract. It is not a loan in a strict sense of the w word. 

Mr. Warren. Mr. Lorain, I don’t quite understand your statement 
that exploration funds were not available. I thought exploration 
funds had been available for years and years. 

Mr. Loratn. Not the Defense Minerals Administration type of 
funds. All the exploration funds that had been available were those 
which had been administered directly by the Bureau of Mines and the 
Geological Survey and the work was performed by them. 

Mr. Warren. They had exploration funds prior to this time, had 
they not, prior to the first V-loan ? 

Mr. Loratn. Not the—— 

Mr. Warren. On the Seward Peninsula? 

Mr. Lorain. No, no loans, no contracts of that nature. 

Mr. Warren. There were exploration funds available; were there 
not? 

Mr. Lorarn. We had been engaged in an exploration program on 
the Seward Peninsula when this thing started ; ves, sir. 

Mr. Warren. Had this exploration ever re vealed any information 
that would justify spending money for a commercial operation / 

Mr. Loran. Yes, sir, that is what is in here. 
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Mr. Warren. Why hasn’t it worked out, then ? 

Mr. Lorary. The commercial aspects of it have nothing to do with 
the ore that was in place. I mean, the ore reserves are there. It is 
what you do with them that determines the difference between whether 
you make money or whether you don’t make money. 

Mr. Warren. but the Bureau of Mines is interested in whether or 
not the ore that is there will be profitable or whether it will not be 
profitable, are they not? 

Mr. Lorain. Certainly. 

The Vice CuarMan. You say the ore is there? 

Mr. Lorarn. Yes, sir. 

Mr. Warren. I would like to quote from Mr. John Croston’s report 
that he made to the GSA early in 1954 in which he stated, and I quote: 

Having lost sight of the fundamental objective of the exploration of the 
Seward Peninsula and centering all attention on the United States Tin Corp. pro- 
posal to erect facilities, the Government irrevocably took the step of putting the 
cart before the horse, Instead of the normal procedure of developing enough 
vood grade ore to warrant the erection of treatment facilities designed to effi- 
ciently extract the value, it committed itself to build the facilities and worried 
later about getting enough ore to treat to repay the loan. 

Is that a correct statement ? 

Mr. Loran. That is a question that you can’t answer by a yes or 
no. There was in sight when that plant was started enough ore to 
supply a 24-ton operation for perhaps 10 years or a 100-ton opera- 
tion for about 5 years, that is, ore of the grade which was, I believe, 
estimated in the application. Whether that is going to repay the ap- 
plication or not, or repay the loan or not, is another question. But 
ordinarily a mine very seldom has that much ore in sight at any one 
time. There was a normal expectation of finding more ore by addi- 
tional development, that is, a man never has enough ore in sight or 
seldom to repay the investment. 

Mr. Warren. Were your calculations based on future hopes or 
known facts? 

Mr. Lorary. Our calculations so far as they went were based on 
known facts. 

Mr. Warren. And you figured that it would be a profitable opera- 
tion, did you not ? 

Mr. Lorarn. Yes, sir. 

Mr. Warren. Does the failure to bring out a profitable operation 
reflect on the management of Mr. Fischnaller and Mr. Kadow ? 

Mr, Lorarn. All I can say is that I think certainly as far as the 
management at the mine is concerned they have had generally com- 
petent management from the start, certainly as competent as you could 
ordinarily expect. They started out under serious handicaps. They 
have met some unforeseen circumstances, 

Mr. Warren. What were those handicaps? 

Mr. Lorarn. Under financing, in my opinion. That is my own per- 
sonal opinion. 

Mr. Warren. Other than that? 

Mr. Lorarn. Other than that, of course, it is a difficult place in 
which to operate. 

Mr. Warren. You knew that when you started ? 

Mr. Lorarn. Yes, sir, that is right. 

Mr. Warren. What were some of these unforeseen difficulties ? 
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Mr. Loratn. The principal unforeseen difficulty was that they 
weren't able to get into the shaft to get water the first winter. 

Mr. Warren. Did you make any recommendation with respect to 
water before they went in? 

Mr. Lorarn. We pointed out in our report just what the water situ- 
ation was. 

Mr. Warren. Can you say there was plenty of water there for a 100- 
ton mill ? 

Mr. Lorarn. I will read you what we said, if I may: 


Both Cassiterite Creek and Lost River have sufficient water during the sum- 
mer months to provide a large milling operation but the creek decreases in flow 
and often freezes solid during winter. Some water probably continues to flow 
under the ice, subsurface water might he available from the gravel stream bed 
if properly developed and protected. Old records contained reference to a flow 
of approximately 300 gallons per minute encountered in the lowest drift driven 
from the 400-foot shaft on the Cassiterite lode. If continuous, this underground 
flow supplemented by a water reclamation plant would be sufficient for a gravity 
milling operation of 300 to 375 tons per day. RI 3902 mentions a warm spring 
at the mouth of Camp Creek, and Lost River as possible additional sources of 
water for winter operations. 


The Vice Cuarrman. That isa rolleall. We will have to recess until 
2 o'clock. 
(Whereupon, at 12:15 p. m., the hearing recessed to reconvene at 
p. m., July 26, 1954.) 


. 
~ 


bo 


AFTERNOON SESSION 


(The committee reconvened at 2: 20 p.m.) 

The Vice Cuatrman. The committee will be in order. For the 
purpose of the record, I would like to announce that Mr. S. H. Lorain 
is indisposed, and on the advice of his physician has neat that the 
hearing not be held this afternoon. So there will be no hearing held. 
We will have to advise when we will go on with his sina On 
Wednesday, at 10 o'clock, the hearing will resume in the old Supreme 
Court chambers, at which time Mr. Kadow will testify. There will 
also be a hearing on Thursday. Names of witnesses will be announced 
later. 

(Whereupon, at 2: 25 p. m., the committee recessed. ) 
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DEFENSE PRODUCTION ACT 
(Progress Report No. 283—United States Tin Corp. Loans) 





WEDNESDAY, JULY 28, 1954 


Unirep States ConGREss, 
Joint CoMMITTEE ON DEFENSE PRODUCTION, 
Washington, D. ¢ 

The joint committee met, pursuant to recess, at 10:15 a. m., in room 
P-63, United States Capitol, Senator Homer E. Capehart (chairman) 
presiding. 

Present: Senator Capehart; Representatives Gamble and Brown of 
Georgia. 

Also present: Harold J. Warren, general counsel; Allen E. Pierce, 
staff director; and Carmine Bellino, accounting consultant. 

The CuHarrMan. The committee will come to order. Our first wit- 
ness will be Mr. Kenneth J. Kadow, formerly president of the United 
States Tin Corp. Mr. Kadow. 

Mr. Tarney. My name is Robert Tarney. Mr. Kadow has asked 
me, as counsel, to sit with him. 

The Cuatrman. We will be delighted to have you do so and ad- 
vise him on any legal matters that he feels he needs advice on. 

Mr. Tarney. Thank you, sir. 

The Cuarrman. Will you be sworn? Do you solemnly swear the 
testimony you are about to give to be the truth, the whole truth, and 
nothing but the truth, so help you God? 


TESTIMONY OF KENNETH J. KADOW, JUNEAU, ALASKA, 
ACCOMPANIED BY ROBERT TARNEY, COUNSEL 


Mr. Kapow. Yes, sir, I so swear. 

The CHatrmMan. Counsel, you may proceed with inquiry. 

Mr. Warren. Mr. Chairman, in connection with the previous testi- 
mony of Mr. Harry R. Fischnaller, I would like to put into the record 
at this time a copy of the minutes of a special meeting of stockhoiders 
of the United States Tin Corp. held in the offices of Dickison, Bar & 
Gibbon on the 29th day of June 1951, and I quote from the minutes 
as follows: 

Upon motion by Mr. Gibbon, seconded by Mr. Fischnaller, the following reso- 
lution was unanimously adopted: “Resolved, That the corporation does hereby 
grant to Irving Hoff and Kirby Billingsley 3,500 shares each of treasury stock 
of this corporation for their services on behalf of the United States Tin Corp., 
and that a grant of 500 shares of treasury stock to Ann Sanders be hereby made 
for the same reason.’ 

The Cuarrman. Shall we put this in the record? 

Mr. Warren. Yes. 
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The Cuarrman. Without objection, it will be made a part of the 
record. (See p- 678.) 

Mr. Tarney. Mr. Chairman—— 

The CuarrmMan. Have you identified yourself ? 

Mr. Tarney. My name is Robert Tarney. My office is at 1025 Con- 
necticut Avenue. I am attorney for Mr. Kadow and for Mr. Fisch- 
naller. 

Mr. Chairman, there were some other documents which were asked 
to be produced as of Friday, and they have all been produced, includ- 
ing the checks of Mr. Hoff and Miss Sanders in payment of the stock 
in question. (See p. 629.) 

The Cuatrman. Have all the documents been produced that you 
asked this gentleman for ? 

Mr. Warren. The checks referred to are made out to a bank and 
are not made out to either Mr. H. R. Fischnaller or the United States 
Tin Corp 

Mr. Tarney. That is correct. 

The Cuatrman. In other words, the checks are made out to a bank 
and endorsed by who? Endorsed by Fischnaller. This one doesn’t 
seem to be endorsed by anybody. There is just a stamp used on it. 
This one is endorsed over to Fischnaller ; is that correct ? 

Mr. Warren. As an officer of the bank, I assume ; yes, sir. 

Mr. Tarnry. You see, Mr. Chairman, Mr. Fischnaller was organiz- 
ing the bank at Bridgeport and these stock subser iptions to the bank 
were a bonus of tin stock thrown in. These were in payment of that 
stock transaction. Mr. Fischnaller was trustee for the bank. 

Mr. Warren. And the minutes set forth that the tin stock was 
issued for services rendered. 

The CuatrmMan. By the corporation ? 

Mr. WarreEN. Yes. 

The CHarrMan. You say they are for bank stock ? 

Mr. Tarney. Mr. Fischnaller’s testimony, Senator, was that it was 
an error in the issuance of the stock, as being issued by the corpora- 
tion, and the corporation should have shown that that stock was issued 
as against his account on an option he held. 

The CuarrmMan. Against Fischnaller’s account ? 

Mr. Tarney. Fischnaller’s stock account in the corporation. 

The CuarrMan. Instead, it was issued to whom ? 

Mr. Tarney. Issued directly by the cor poration. 

The Cuarmman. To the individuals, you mean ¢ 

Mr. Tarney. Yes, and that was the testimony. 

The Cuarrman. Then these checks represent checks in payment of 
stock ; is that right ? 

Mr. Tarney. On stock subse ‘ription. 

The Cuatrman. And they gave the tin stock as a bonus for buying 
bank stock ? 

Mr. Tarney. Mr. Fischnaller did that. 

Mr. Prerce. There is one other point. Mr. Fischnaller stated in his 
testimony that he did not find out until 11 months ago that this error 
had been made by the corporation. The report of the directors’ min- 
utes indicate it was 1951 when this stock was issued. 

The CHarrMan. Itsays: 


Upon motion by Mr. Gibbon, seconded by Mr. Fischnaller, the following resolu- 
tion was unanimously adopted: “Resolved, That the corporation does hereby 
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grant to Irvin Hoff and Kirby Billingsley 3,500 shares each of treasury stock 
of this corporation for their services on behalf of the United States Tin Corp., 
and that a grant of 500 shares of treasury stock to Ann Sanders be hereby made 
for the same reason.” 

Is the testimony that this stock was not given to them for services 
but rather as a bonus for buy ing bank stock? Is that the testimony ? 

Mr. Tarney. That is Mr. Fischnaller’s testimony on Friday. 

The CHarrman. How does #8 justify his seconding the motion to 
give it to them for services when he now says it was bank stock ? 

Mr. Tarney. I don’t know if that question came up on Friday, I 
don’t have an answer to that, Senator. I would assume the answer 

The Cuamman. Is the gentleman still here ? 

Mr. Warren. Yes. 

The Carman. Let’s have Mr. Fischnaller explain this, please. 
Will you come forward, Mr. Fischnaller? Have you been sworn? 

Mr. FiscHNALLER. Yes. 

The Cuarman, This is a continuation of your previous testimony. 
How do you explain this motion that you se¢ ‘onded in which you spec ifi- 
cally said it was for services and now you testified here a couple days 
ago that it was a bonus for buying bank stock, if that is what you did 
testify ? 


TESTIMONY OF HARRY R. FISCHNALLER, CHAIRMAN OF THE 
BOARD, UNITED STATES TIN CORP., ACCOMPANIED BY ROBERT 
TARNEY, COUNSEL—Resumed 


Mr. FiscHnauuer. Yes, I did. I testified that it was a sort of a pack- 
age deal. That is what I testified. 

The CuHarrman. How do you account for this motion? 

Mr. Fiscunauer. I don’t get the connection. 

The CHairmMan. Suppose I show it to you. 

Mr. Fiscunauuer. I heard you read it. 

The CHarrman. Why don’t you take a good look at it ? 

Mr. FiscHNAuueR. | can’t figure out any connection with it. My 
testimony was that the stock should have been charged to my private 
account. I discovered, as Mr. Pierce I think just said a minute ago, 
that I didn’t discover it until 11 months ago—is that what you said? 
Some such thing as that. That is true. I believe it should be charged 
to my account, and I think it will be. 

The CHarrman. Let me have this back, then, if you are not going 
to use it. You don’t deny the fact that you did second this motion ? 

Mr. Fiscunauier. No, I don’t deny that. 

The CuHarrmMan. Let’s read it again: 

Upon motion by Mr. Gibbon, seconded by Mr. Fischnaller, the following resolu- 
tion was unanimously adopted: “Resolved, That the corporation does hereby 
grant to Irvin Hoff and Kirby Billingsley 3,500 shares each of treasury stock of 
this corporation for their services on behalf of the United States Tin Corp., and 
that a grant of 500 shares of treasury stock to Ann Sanders be hereby made for 
the same reason.’ 

That says nothing about it being your stock. That is talking about 
treasury stock of this corpor ation for their services on behalf of the 
United States Tin Corp. That a grant of 500 shares of treasury stock 
to Ann Sanders be hereby made for the same reason. 

What services did these gentlemen and this lady render? 
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Mr. FiscHnauier. Well, very little, as far as I know. 

The Cuarman. What? Just tell us one thing, please. 

Mr. Fiscunatuer. I think Irv contacted the Federal Reserve. I 
suppose he gave us an hour or two. 

The Cuarrman. An hour or two of what? 

Mr. Fiscunauier. Of his time. 

The CHarrman. Where? 

Mr. Fiscunauuer. As I say, he went over to the Federal Reserve 
and contacted them to hurry this up originally in the very first in- 
stance. 

The Cuarrman. What did Billingsley do? 

Mr. Fiscunatter. Billingsley did a great deal of work on this, 
much, much work. I would say he spent w veeks. 

The Cuarrman. What else did Mr. Hoff do? 

Mr. Fiscunauer. I don’t know of anything else he did. 

The Cuatrman. He spent about an hour’s time and went to the 
Federal Reserve bank in your behalf? 

Mr. FiscHnauier. I know that 

The Cuatrman. For that you gave them how many shares of stock, 
3,500 shares of treasury stock ? ‘Was there issued to him 3,500 shares 
of treasury stock ? 

Mr. Fiscunauier. Yes, and that should not have been—— 

The Cuarrman. He got that for 1 hour’s work going to the Federal 
Reserve bank ? 

Mr. Fiscunatier. That isn’t quite right. 

The Carman. I don’t know. I am trying to be just as fair as I 
can and give you an opportunity to answer. 

Mr. Fisounauier. I have sworn here, Senator, that it was a pack- 
age deal. I wanted Irv to make a little money on this tin if it was 
going to make any money. I wanted him in the bank—it wasn’t easy 
to put the bank together, and so that is the whole story, sir. He is « 
personal friend. 

The CuatrMan. What was the value of this 3,500 shares? 

Mr. Fiscunawuer. I think we all carried it at 1 cent. I think we 
carried it at $35. 

The Cuatrman. What has it been worth since? How many shares 
are there outstanding ? 

Mr. Fiscunatuer. It has been changed to an Alaskan corporation 
since. 

Mr. Warren. Didn’t you sell some of this stock for $5.50 a share? 

Mr. Fiscunauter. Of that stock, yes. 

The Cuarrman. You sold some it for $5.50 a share ? 

Mr. FiscHnatier. Yes. 

The Cuatrman. And you got it for 1 cent a share! 

Mr. Denesemtenens That is what we carried it at as we reported it 
originally. Everybody did, I think. It had to be proven before it 
was worth anything sir. 

The Crareman. I have in my hand here a check signed by Irvin 
A. Hoff on February 2, 1951, to the Chief Joseph State Bank. 

Mr. Fiscunatwer. That is my bank, sir. 

The Cuarrman. But this was endorsed and deposited in your ac- 
count. 

Mr. Fiscunatier. To my account? 

Mr. Tarney. As trustee. 
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The Cuarman. It says as trustee. 

Mr. Fiscunatter. So we had all the capital and surplus 
together 

The Cuamman. What were these checks in payment of ? 

Mr. Fiscunauuer. For the bank stock and the tin stock. 

The Cuamman. What is the date of the minutes? It doesn’t seem 
to bedated. Yes, it is June 29, 1951. 

These checks are dated October 2, 1951, June 30, 1950, and April 1, 
1951. That is Ann Sanders. 

Mr. Fiscunauuer. That is right. the bank opened in May. 

The Cuamman. Did you give other people this tin stock as a bonus 
for buying bank stock ? 

Mr. Fiscunautter. No, I didn’t. 

The Cuarrman. You did not? 

Mr. Fiscunauier. No. In other words, didn’t sell any other bank 
stock myself 

The CHatrman. These three people are the only people that you 
gave bonuses of tin stock if they would purchase bank stock ? 

Mr. Fiscunauier. There are only two. 

The Cuatrman. Which two is that? 

Mr. Tarney. There are two checks 

The CHamman. Hoff and Sanders. In other words, they are the 
only two people that you gave tin stock as a bonus for buying bank 
stock ¢ 

Mr. Fiscnnautter. That is right. I didn’t happen to sell any of the 
other bank stock. 

The Crareman. Is there any particular reason why they should 
have bonuses and the others should not ? 

Mr. Fiscunatxer. Senator, I didn’t sell any bank stock to anybody 
else. 

The Cuarrman. The letter dated February 25, 1952, written by Mr. 
Kadow states: 











I am at the present time preparing a complete file of material related to the 
present status of our exploration loan for Irvin Hoff. This will not be ready to 
go out until Wednesday or Thursday of this week. When it does I will send a 


file to Seattle on it. I am not asking Hoff to take action; but unless we can get 
Ballinger to let us 


Who is Ballinger ? 
Mr. Tarney. Attorney for the trustee. 
The Cuarmman (reading) : 


I see the possible need of letting Hoff and Magnuson talk to Oscar Chapman 


and Mittendorf on our behalf. 
Here is a letter from Kadow dated March 17,1950: 





Had a talk with Irv last Saturday. He did his best to get DMEA to go on our 
one-quarter-million exploration loan without consent to lien from Lost River tin. 
He reported that it was simply impossible for them to go on the deal without 
some sort of document from Lost River tin— 


and so forth. , 
My next question, Mr. Fischnaller, is, he did more than spend an 
hour on this whole matter, did he not, and go to the Federal Reserve ? 


Mr. Fiscunater. I had forgotten all about this. But I would ask 
Senator Magnuson’s office to do a matter of that kind. 
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The Cuatrman. Here is the letter by Kenneth Kadow, dated March 
17, 1952: 

I asked Irv to make one more maneuver for us; namely, to see if he could 
help Bureau of Mines get funds to explore granite dome as direct appropriation. 
Mickey is putting in for the funds and if he gets same, he will contract work 
with us. Irv will write me this week and I'll let you know outcome when 1 get 
back from Anchorage. 

It is signed by Mr. Kadow and addressed to Harry, Scotty, et al. 
Are you Harry or Scotty # 

Mr. Fiscunatter. lam Harry. 

The Cuarrman. I am not saying there is anything wrong about it 
at al|—— 

Mr. Fiscunatuer. Senator Magnuson is from the State of Wash- 
ington. For many years I have taken matters of this kind up with 
him. I did that to expedite it. There is nothing wrong with that, as 
far as I know. 

The Cuamman. Until I sat down I didn’t know that Mr. Hoff or 
Senator Magnuson had anything to do with it at all. 

Mr. FiscHnauter. I imagine there is nothing in the world wrong 
with it. I don’t know why they wouldn’t help in a matter of this kind 
if they could. 

The CHarmman. There is certainly nothing wrong with your Sen- 
ator or Congressman helping you as a constituent. ‘There may be 
something wrong if they take pay for it, or stock. But there is cer- 
tainly nothing wrong with their helping their constituents in every 
way they possibly can, unless they take pay for it. If they take pay 
for it, or take stock or something of value, then the canon should be 
frowned upon and must. 

Mr. Fiscunauter. I think I testified the value of that was in our 
minds a cent a share. 

The CuatrmMan. But you did sell some for $5.50? 

Mr. Fiscunatier. A year or two later. 

Mr. Warren. You told these people that you wrote to in promoting 
the stock that it might be worth 100 to 1. 

Mr. Fiscunauier. I didn’t ever promote the stock. 

The CuatrmMan. Did you try to sell it? 

Mr. Fiscunatier. No. 

The CuatrmMan. Did you write any letters trying to sell it? 

Mr. Fiscunatier. Not trying to sell it. 

The Cuatrman. Did you get out a circular on it? 

Mr. Fiscunatier. No. 

The CuHarrman. Did you send any telegrams? 

Mr. Fiscunatier. No. 

The CrarrmMan. Did you make any telephone calls ? 

Mr. Fiscunatter. No. 

The Cuarrman. Did any member of your family ? 

Mr. Fiscunater. Not so far as I know. 

The Cuarrman. Did any investment house make an endeavor to sell 
it on a commission basis for you ? 

Mr. Fiscunatuer. All the Seattle brokers were anxiously trying to 
get it. 

The Cuarrman, The Seattle brokers were trying to sell it in your 
behalf in your account ? 
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Mr. FiscHnAter. They were trying to get it from me, and I gave 
them far less than they were trying to get. 

Mr. Warren. A letter was brought out, Mr. Fischnaller, when you 
previously testified, that you wrote your son and told him to develop 
his ow n means of promoting the stock. 

Mr. Fiscunatter. He could make a little commission on it. 

The CHatrrman. He couldn’t make much commission on stock worth 
1 cent. 

Mr. Fiscunauter. I think you are speaking of a long time later, 
Senator. 

The Cuarrman. You know the facts. I do not. 

Mr. FiscHNnatter. You know, Senator, this whole matter of stock 
should never have been brought up here at all. It has no connection, 
not even the faintest. You must remember that in the State of Wash- 
ington we have a blue-sky law which is really a dinger. Also, this 
had been exempted by the SEC for $300,000 worth. The company 
never sold any, but it had been exempted and could have been sold 
legally. 

The CHarrMaNn. I think we bring it up this morning for the reason 
that you testified, I understand, in connection with this stock that you 
couldn’t understand how they got the stock, I believe, through the 
corporation. 

Mr. Fiscunatier. I really don’t know how that was done. 

The Cuatrman. All we know is we have a copy here of the minutes 
of the board of directors in which you seconded the motion to give 
these people the stock out of the treasury. Your testimony is that it 
was your personal stock and that you sold it to them as a part of a 
package deal ? 

Mr. FiscHNAtuER. I gave it tothem. 

The CHarrmMan. Gave it to them ? 

Mr. Fiscunauter. As a package deal. 

The Cuatrman. Let’s proceed then. You have some information 
on it? 

Mr. Beturno. Yes, one item ties in. 

The CuatrMan. You may proceed. 

Mr. Beturno. This is a letter from dad to his son, Bud: 


Digressing a moment—Kadow called from Washington yesterday afternoon 
that he felt sure he had everything under control for the future. Said a new 
loan contract would be made covering some years, and amounting to something 
around $1,500,000 mostly for a revolving fund. A floor price of $1.35 on tin 
would be a part thereof. We thought we might need a little assistance from 
Mr. Jesse Larson, head of the General Services Administration (who guarantee 
the loan) and Magnuson wired Larson to see Irv. Irv had been well briefed by 
Kadow and Larson not only agreed to help now but told Irv he was going to see 
the whole thing through as long as necessary or until it had been proven 
uneconomical. 


The Cuatrrman. What is that communication ? 

Mr. Bet1ino. This is a letter from dad, Mr. Fischnaller, to his son. 

The Cuatrman. Let’s have it and see if he can identify it. 

Mr. Fiscnnatter. I can identify it, sir, but I protested on that 
letter the other day. 

The Cuatrman. On what basis? 

Mr. Fiscn#natwer. On the basis that it is in my private files to my 


family. They were stolen from me, and why should they be used 
here ? 
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The Cuarrman. Didn’t it come out of the United States Tin files? 

Mr. Fiscunater. It shouldn’t have. 

The Cuarrman. Was it in that file? 

Mr. Fiscunauuer. It was in that office, but in my private file. There 
is no difference than going into my bedroom at night, I don’t think. 

The Cuarrman. It was in the tin company’s file? 

Mr. Fiscunauier. No, sir, in my private file? 

The Cuarrman. In the office of the tin company ? 

Mr. FiscHnauer. Yes, sir. 

Mr. Beiirwo. That was in the United States Tin file, in the corre- 
spondence files of the United States Tin Corp. 

Mr. Fiscunatter. In my private folder. 

The Cuarman. In your private folder but in the tin company’s 
office and in the tin company’s file? 

Mr. Beturno. Yes. 

The Cuarrman. You think this is a privileged matter? 

Mr. Fiscunauuer. I am sure it is, sir, just as if it were in my bed- 
room at night. 

The Cuarman,. Do you admit sending the letter ? 

Mr. FiscHnauuer. Yes, sir. 

The Cuarrman. It is your letter? 

Mr. FiscHnauuer. Yes. 

The Cuarrman. Without objection, we will make the letter a part 
of the record. (See p. 741.) 

Mr. Warren. Mr. Fischnaller, can you state what the physical con- 
dition of Mr. H. C. Rohrback was in 1948, 1949 and 1950? 

Mr. Fiscunauuer. I think his first stroke was in 1948, if I am not 
mistaken. It could have been 1949. He had had a stroke. 

Mr. Warren. Do you know the date that he had a stroke? 

Mr. Fiscunauier. No, sir. 

Mr. Warren. Mr. Chairman, I am sure that the question will soon 
come up as to the testimony of Mr. Clifford Smith. 

The Cuarrman. Are we finished with this gentleman ? 

Mr. Warren. Yes. 

The Cuarrman. Then you may come back, Mr. Kadow. Thank 
you very much, Mr. Fischnaller. 

(The following was referred to during Mr. Fischnaller’s testi- 
mony :) 


MINUTES OF SPECIAL MEETING oF STOCKHOLDERS OF UNITED STATES TIN 
CORPORATION 


A special meeting of the stockholders of the United States Tin Corporation was 
held in the offices of Dickison, Bar & Gibbon on the 29th day of June 1951, pur- 
suant to a special notice of which all stockholders had ten days’ notice by mail, 
Present were Messrs. Fischnaller, Furey, Loomis, Schaefer, Gibbon—appearing 
for Helen R. Gibbon, and A. F. McIntosh, stockholders; and Rohrback. Mr. 
Fischnaller appeared as proxy for Mr. Gillispee. These stockholders represented 
more than two-thirds of the outstanding issued stock. 

The meeting was called to order by Mr. Fischnaller as President. 

The minutes of meeting of directors of the 29th of May 1951 were reviewed 
in detail. The following resolution was proposed by Mr. Loomis, seconded by 
Mr. Furey and unanimously adopted, Mr. Fischnaller not voting. 

“Resolved, That the Corporation does hereby grant to H. R. Fischnaller an 
option until December 31, 1953, to purchase 75,000 shares of treasury stock at 
$1.00 per share and that this option is in substitution for and replacement of 
Fischnaller’s previous options of May 26, 1949, and December 18, 1950. 
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Upon motion by Mr. Gibbon, seconded by Mr. Fischnaller, the following reso- 
lution was unanimously adopted : 


“Resolved, That the Corporation does hereby grant to Irving Hoff and Kirby 
Billingsley 3,500 shares each of treasury stock of this corporation for their serv- 
ices on behalf of the United States Tin Corporation and that a grant of 500 shares 
of treasury stock to Ann Sanders be hereby made for the same reason.” 

Upon motion made by Mr. Furey, seconded by Mr. Schaefer, the following reso- 
lution was proposed and unanimously adopted : 

“Resolved, That the loan agreement of May 15, 1951, between the United States 
Tin Corporation and The Seattle Trust and Savings Bank and contract No. 
GS—OOP-—(D)-520 between the United States of America and the United States 
Tin Corporation be, and the same are hereby ratified.” 


There being no further business to come before the meeting the same was regu- 
larly adjourned. 


W. L. Greson, Secretary. 


Mr. Warren. Mr. Chairman, I am sure that very soon something 
will come up with respect to the testimony of Mr. Clifford Smith. He 
testified on December 18, 1950, there was a directors meeting of the 
United States Tin Corp. and that there was a mention of Mr. Kenneth 
J. Kadow’s employment by the United States Tin Corp. at that meet- 
ing. He also stated that there was a stockholders meeting on Jan- 
uary 10, 1951, at which the employment of Mr. Kenneth J. Kadow 
as of April 1, 1951, was confirmed. I think we should first have a 
statement from Mr. Kadow as to when he was employed and what 
the documentary evidence is to show when that employment occurred. 

The Cuarrman. When were you employed by the United States 
Tin Corp., Mr. Kadow ? 


TESTIMONY OF KENNETH J. KADOW, JUNEAU, ALASKA, ACCOM- 
PANIED BY ROBERT TARNEY, COUNSEL—Resumed 


Mr. Kapow. I went on the payroll on April 1, 1951. The first time 
that a contract of employment was ever offered to me, it was in the 
first 10 or 15 days of the month of March 1951. That discussion was 
with the board of directors at a luncheon club. After the discussion 
took place I returned to Juneau and about, I guess, maybe a week 
or so later the attorney’s idea of what the contract should be was 
transmitted to me. I in turn replied to the attorney to the effect that 
the contract did not properly convey the intent of all the conditions, 
and that I would be down the last of March to the first of April and 
at that time consummate it properly. This, sir, was done. There is 
not the Chinaman’s chance that I had any connection with United 
States Tin in any way, shape or form in the year 1950. I have no 
recollection of ever being aware that such a cor poration existed. (See 
p. 743 

Mr. Warren. Will you state how you first met Mr. Harry R. 
Fischnallcr? 

Mr. Kapow. Yes, sir. Mr. Fischnaller met me in Washington, D. C., 
about—I am just guessing, sir, at the exact date—it must have been 
about the 20th of January 1951, and I met him by an introduction 
through Mr. Billingsley. 

Mr. Warren. Mr. Kirby Billingsley ? 

Mr. Kapow. Yes, sir. 

Mr. Warren. How long had you known Mr. Billingsley ¢ 


Mr. Kapow. I should prefer to wait until the Senator can hear me, 
sir. 
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The Cuairman. You go ahead. We have Congressman Brown 
here. He is listening to you. 

Mr. Kapow. I have only a faint recollection of anything about Mr. 
Billingsley, Mr. Warren. I think I met him once prior to that. He 
was introduced to me by some people in the Department. I don’t 
even remember who they were. 

Mr. Warren. I believe you previously testified that you met Mr. 
Billingsley approximately 1 year prior—— 

Mr. Kapow. That was a guess in that testimony, if you remember it. 

Mr. Warren. Are you aware that Mr. H. R. Fischnaller testified 
that he offered the manager’s position to Mr. Kirby Billingsley before 
you became manager ? 

Mr. Kapow. I think I heard you say so the other day. 

Mr. Warren. Are you further aware that Mr. H. R. Fischnaller 
also testified that he asked Mr. Kirby Billingsley to look for a manager 
for the United States Tin Corp. ? 

Mr. Kapow. No; that I wasn’t aware of, but if your implication is 
as clear as I think it is, you are asking me if he talked to me in that 
vein, is that correct? The answer is emphatically “No.” I never 
talked to Kirby Billingsley about anything to do with the managing 
of the United States Tin Corp. at any time. 

Mr. Warren. Where were you when you first met Mr. H. R. Fisch- 
naller ? 

Mr. Kapow. I was in Washington, D. C. 

Mr. Warren. In what office? 

Mr. Kapow. You got me there. I am not sure about that. I believe 
I met him in the corridor of the Interior Building. Would you know 
that, Harry? 

Mr. Warren. Do you have any minutes or documents of the United 
States Tin Corp. to show any resolution that was passed with respect 
to your employment ? 

Mr. Kapow. Do I have some, sir? 

Mr. Warren. Yes. 

Mr. Kapow. I have a contract. I have learned recently that there is 
a set of minutes on December 18, which gives the board of directors— 
where the board of directors has given Mr. Fischnaller the authority 
to employ management. I demanded proof of Mr. Fischnaller’s ca- 
pacity to hire when I was hired. Those minutes were shown to me 
then. I have in my possession executed contracts of employment that 
were executed about the 3d, 4th or 5th of April in the first instance. 

Mr. Warren. The minutes contained much with respect to the em- 
ployment of other people, but I find nothing in addition to the Decem- 
ber 18 and January 10 meetings about your employment. 

Mr. Kapow. Are you testifying, sir, that the minutes prior to that 
time of the employment of people ? 

Mr. Tarney. Mr. Chairman, may I protest? This is not a fair 
question. That is not assuming what is in the minutes. The minutes 
speak for themselves. Mr. Warren is talking about those notes, and 
they are highly in dispute. 

Mr. Warren. I am talking about when the minutes set forth your 
employment. 

Mr. Kapow. I don’t know that the minutes ever did, Mr. Warren, 
because they didn’t have to. The minutes simply gave Mr. Fischnaller 
authority to hire management and he hired me. 
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Mr. Warren. Do you state that the statement of Mr. Clifford Smith 
is incorrect ? 

Mr. Kapow. I say that Mr. Clifford Smith is one of the most honor- 
able investigators I have ever met. He is a marvelous man. He has 
made a colossal mistake somehow. It is either that or else the fact that 
the pages are not numbered. It is out of order. It has to be one or the 
other. You cannot possibly, no matter how you stretch it or slice it, 
you can’t get me in the tin company before either March or April of 
1951. 

The Cuatrman. Either March or April 1951? 

Mr. Kapow. There is no question about it, Senator. 

The Cuatrman. You went with them in March or April 1951? 

Mr. Kapow. That is correct. 

The CuarrMan. Did you have any conferences with them prior to 
that ? 

Mr. Kapow. Yes, sir. 

The CuarrMan. What dates ? 

Mr. Kapow. I had my first conference about definite employment in 
early March in Seattle. 

The Cuamrman. That is the earliest that you had discussed it? 

Mr. Kapow. No, sir. Mr. Fischnaller asked me in Washington at 
the time my resignation was publicly announced, which I believe was 
in the first few days of February, he asked me what my plans were. 
I told him at that time that I had pretty well in mind what I wanted 
to do, but that I had not consummated any arrangements. He asked 
me if I would promise not to consummate anything that would pre 
clude my working for the tin company until he had a chance to dis 
cuss the matter with his board of directors. 

I next heard of this matter when Mr. Fischnaller returned to Wash 
ington, which was about 10 days or so later. I don’t remember the 
dates, Senator. But it was about that time. When he returned he 
said he had discussed it with his board and that they were interested 
and that they would arrange to see me when I went through on my 
way back to Alaska. That was done, sir. As I testified, the terms of 
the contract were first discussed with me in detail at that meeting. A 
draft was sent to me, and I butchered it up and we eventually arrived 
at a contract. 

Mr. Cuarrman. When did you first consider going with them? 

Mr. Kapow. When did I first consider going with them ? 

The CHatrmMan. Yes. 

Mr. Kapow. Well, I considered going with them, sir, very shortly 
after he asked me. He asked me to consider it, and that was what I 
was doing. My first reaction to employment with tin was that it was 
a rather unusual job for me—— 

The Crarrman. You did actually enter into a contract or go with 
them on April 1, 1951? 

Mr. Kapow. That is for sure. 

The Cuatrman. My question is, When did they first approach you? 
When was it further discussed ? 

Mr. Kapow. The corporation as a whole or Mr. Fischnaller? 

The Cuatrman. Either. 

Mr. Kapow. I just went over that, but here is the way she goes 
again. In more or less the first week of February 

The Cuarrman. February 1951? 

d1710—54——-44 
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Mr. Kapow. Yes, sir. Understand, this is a matter of memory with 
me, and I am not positive within a few days. But I know this much, 
that Mr. Lorain had written to Mr. Fischnaller whom I understand 
had complained about the fact that he was just buried in redtape and 
wasn’t getting anyplace at all. He was just going in circles. I think 
Mr. Lorain’s idea was I could show him some way of unravelling it. 
That letter was written, I have later learned, on the 17th day of Jan- 
uary 1951. Mr. Fischnaller met me in Washington a few days after 
that. The exact date I can’t stipulate. But that was the first time 
that I ever met Harry Fischnaller. To my knowledge, it is the first 
time I had ever met anyone of the Tin Corp. 

The Cuarrman. That was February 1951 ? 

Mr. Kapow. Yes, sir. I had met Mr. Kirby, but I did not know at 
the time I met Mr. Kirby he was interested in any way with United 
States Tin. 

Mr. Warren. You mean, Kirby Billingsley ? 

Mr. Kapow. Yes. 

The Cuarrman. I hand you a letter dated February 5, 1951, which 
you wrote to Mr. Harry Fischnaller, United States Tin Corp., 201 
Jones Building, Seattle, in which you say: 

Enclosed herewith two copies of personal data concerning me. Trust this 
gives you the information you want in talking to your colleagues. In listing my 
references I have put down only those people I have had prolonged association 
with and therefore are in an excellent position to tell you almost anything you 
want to know about me. I will report to you when anything new develops on the 
application. 

What application are you referring to there? 

Mr. Kapow. I think, sir—I can’t answer that. I presume I am talk- 
ing about his application. 

The CHatrman. If you looked at the letter, would it help you? 

Mr. Kapow. I don’t need to. That letter only proves conclusively 
that there was no contract. 

The CHarmrMan (reading) : 


I will report to you ifanything new develops in connection with the application. 


Mr. Kanow. I imagine I am referring to the United States Tin’s 
application here. He was gone at the time and had asked me to see 
what was happening to it. 

Mr. Warren. Were you employed by the Department of the Inte- 
rior at that time? 

Mr. Kapow. I was employed by the Department, Mr. Warren. If 
the newspaper articles of my putting on pressure is what this is build- 
ing up to, I would like to suggest, sir, that you permit me at this time 
to give you some notion doah 

The Cuamman. I just want to know what application you are re- 
ferring to, please. That is all. 

Mr. Tarney. May I have a moment, Senator? 

The Cuarrman. Certainly. What application was it, please? 

Mr. Kapow. I can’t answer that for sure, but I am supposing it was 
the United States Tin’s application. 

The Cuamrman. Did you write that letter ? 

Mr. Kapow. Yes, sir; that is my writing. 

The Cuamman. And your testimony, then, is that you cannot 








Mr. Kapow. I am saying that. I am saying it was more than logical 
that it was the United States Tin’s application. 
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The Cuamman. At that time were you employed by the Interior 
Department ? 

Mr. Kapow. Yes, sir. That was my job, sir, to help in these matters 
wherever possible. 

The Cuatrman. Now, I have a wire that you sent to Mr. Fisch- 
naller on 

Mr. Kapow. You understand, Senator, that I had resigned when 
that letter was written. 

The Cuairman. All we are after are the facts. A copy of a tele- 
gram dated February 6, 1951. I hold in my hand this wire that you 
sent to Harr y Fischnaller at Seattle: 





Completed NSRB loan application Form 146. Mail four copies along with 
copy of application already filed. Send to my hotel. 

Do you remember this wire? And if you were with the Government, 
why were you having things sent to your hotel ? 

Mr. Kapow. Well, let me recapitulate this way, Senator. I resigned 
officially on the 24th or 25th of January. That was my official resigna- 
tion date. 

The Cuatrman. You were not with the Government at the time you 
sent this 

Mr. Kapow. Just a moment, sir. I was in the termination status. I 
already had authority from the Department to make any inquiries that 
I might wish into what my employment might be. There was nothing 
ir regular 

The Cuatrman. When did you resign from the Government ? 

Mr. Kapow. I handed in my resignation on about the 24th or 25th 
of January 1951, sir. 

The Cuarrman. Now I hand you another wire dated February 8, 
1951, to Harry Fischnaller 

Try to be here for Monday morning meeting with the Geological Survey. If 
not possible, wire me expected time of arrival. 

Didn’t you testify a minute ago that you hardly knew this 
gentleman ? 

Mr. Kapow. I said I didn’t know him at all in December 1950. I 
met him in late January 1951. 

The Cuarrman. But in February you were sending him these wires. 

Mr. Tarney. Excuse me a moment. 

Mr. Kapow. I see nothing peculiar about the wire, sir. I knew him 
quite well by that time. 

The CuHarmman. You knew at that time that you were going to go 
with him ? 

Mr. Kapow. No; that wouldn’t be a true statement; no. I knew only 
at that time that they were interested in having me come with them. 
Senator, may I beg your indulgence for a moment? This is an im- 
portant point to me, sir. My honor and my reputation is at stake in 
this matter. That is about all a man has in the world, anyway, is his 
reputation. I spent years building mine. Now, the point I want to 
drive home to you, sir, is that I did at no time anything in connection 
with this ¢ application that could be remotely construed to be i impr oper. 
I recall only two or three conferences at which I attended- 

Mr. Warren. You are referring to the company applica ation ? 

Mr. Kapow. I am referring to conferences that I attended while I 
was in termination status with the Government. These conferences 
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were in Washington. The first conference that I ever attended was in 
the presence of Charles Merrill. I remember as if it were yesterday 
that I asked Mr. Merrill, I said, “Now, Mr. Fischnaller has been hav- 
ing a bad time around here. He hasn’t been getting anything accom- 
plished. The Secretary’s office is vitally interested in getting this 
man out of town. We don’t care whether you turn this down or 
pass it.” 

I did indicate in the course of conversation, however, that the De- 
partment’s program for Alaska was clearly spelt out, policywise, to 
develop the Territory of Alaska. 

T he C HAIRMAN. Did you hire Mr. Sorensen ? 

Mr. Kapow. Yes, sir; I did. 

The CHarrMan. On what date? 

Mr. Kapow. I can’t answer that, but it was May or June, sir. 

The CHarrMan. 1951? 

Mr. Kapow. Yes. 

The CuHatrMan. He is the mine superintendent ? 

Mr. Kapow. He was the mine superintendent ; yes, sir. 

The Cuarrman. And you hired him ? 

Mr. Kapow. That is correct. 

The Cuatrman. I hand you a board of directors’ minutes, the di- 
rectors’ meeting of January 10, 1951, in which it says: 

Approved stockholders’ actions and approved employment contracts with 
Kadow and Sorensen. 

How do you account for the fact that if you didn’t resign until 
April—you testified that the contract was April 1—and you ‘testified 
that you resigned from the Government in February, is that correct ? 

Mr. Kapow. Yes, sir, but are those the corporate minutes you are 
reading from ? 

The Cuarrman. They are extracts made by the GSA auditor. 

Mr. Tarnry. May I address the Chair on this? 

The Crarrman. You may. 

Mr. Tarney. There is a tremendous question raised by these notes. 
Mr. Clifford Smith testified from these notes that on December 18, 
Mr. Kadow was hired by the directors and that it was submitted to the 
stockholders on January 10. 

The Cuarrman. Let me ask you this. Mr. Kadow, is that an untrue 
statement ? 

Mr. Kapow. That I was 

The Cuarrman. Hired in December ? 

Mr. Kapow. That is emphatically untrue. It isn’t remotely close. 

The Caarrman. Are you saying that Mr. Smith’s statement was 
false ? 

Mr. Kapow. I am saying that Mr. Smith is mistaken. That is ex- 
actly what I am saying, because I do not think that Mr. Smith 
would——. 

The Crarrman. I understand he testified under oath before this 
committee. 

Mr. Kapow. Senator, I have had investigators since this thing busted 
loose. Six of them were gentlemen and Mr. Smith was one of the six. 
There was never one impropriety in the manner in which he con- 
ducted his investigation. I have nothing but praise for Mr. Smith 
and Mr. Camby, and I can go on and name some more. 





ilar att 


PsiaN, 





The 
Mr. 
here | 
Mr. 
tryin, 
testin 
Mr. * 
the ti 
the se 
Th 
can b 
Mr 
sion 
orig! 
mem 
a J ea 
have 
num! 
out ¢ 
is ou 


hone 
M 
read 
T 
war 
the 





DEFENSE PRODUCTION ACT 685 


The CuatrrMan. You think m this instance—— 

Mr, Kapow. I think he has made a colossal mistake, or somebody 
here has mistakenly done something else. 

Mr. Tarney. If you please, sir, I think I can explain. I have been 
trying to understand how Mr. Smith’s testimony and Mr. Kadow’s 
testimony can be reconciled. I am confident after having listened to 
Mr. Smith that the man is telling the truth. I am also confident of 
the truthfulness of my client. In the first place, I believe it, and, in 
the second place, it is my position- 

The Cuarrman. If you can believe that and make it work, that you 
can believe both of them—— 

Mr. Tarney. I think I have it, Senator. I asked in executive ses- 
sion for this copy of the notes, of Mr. Smith’s notes. These are the 
original worksheets. Mr. Smith obviously was not testifying from 
memory of a complicated transaction 3 vears ago. I guess it was about 
a year ago when he made these notes. He testified from his notes. I 
have his original set of notes here. It contains a particular set of 
numbering. There is a page that I would consider that is distinctly 
out of order. The thing that contains the data causing the trouble 
is out of order and not numbered. 

The Cuatrrman. What about his testimony ? 

Mr. Tarney. His testimony was from the notes pure and simple. 
He has had no recollection of it, and that is what his notes say. 

The CuarrMan. We want to be fair and get the facts. 

Mr. Tarney. Off the record. 

(Discussion off the record.) 

The Cuarrman. The best judge of whether these notes are true or 
honest would be to get Mr. Smith here. 

Mr. Kapow. You have the corporation’s minutes. Why don’t you 
read from the minutes, sir ? 

The Cuatrrman,. But the corporation’s minutes were written after- 
ward. There were no corporation minutes when Mr. Smith went up 
there. Do these represent the corporation’s minutes at this time—— 

Mr. Kapow. No. 

The Cuatrman. I mean, they were not in order. They were just a 
big pile of papers, according to Mr. Smith. 

Mr. Warren. Mr. Chairman, we have the original, I believe. Is 
this the original ? 

Mr. Betiino. Yes, it istyped from that. 

Mr. Kapow. Mr. Warren, may I read the minutes of December 18 
into the record? I would like to show that it contains no such Jan- 
guage. 

Mr. Warren. A little later, yes. 

The CHatrman. We certainly want nothing but the facts. 

Mr. Warren. Go ahead and read those, then, Mr. Kadow. 

Mr. Kapow. This is so vital to me—— 

The Cuarrman. There is no question about it. You understand, 
we do not make the testimony. We do not answer the questions. We 
do not write these letters, and we do not send these wires, and we do 
not make out these checks and we do not sign them. We certainly want 
to be just as fair as we can be. 

Mr. Tarney. In other words, Senator, as I see it, that would ac- 
count for the diametrically opposite—— 
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The Cuarrman. Let me ask you this: Would the board of directors 
hiring a man at $18,000 have to show up some place in the minutes. 

Mr. Kapow. It does in contract form. 

Mr. Tarney. It is there in the minutes. That represents the page 
out of order. It does not relate—— 

The Cnuarirman. Is it part of the board of directors’ meeting ? 

Mr. Tarney. Yes, out of the minute book. 

Mr. Warren. Where are the resolutions that were adopted for other 
people ¢ 

Mr. Kanvow. Like who, Mr. Warren ? 

Mr. Warren. Aren’t the resolutions with respect to employment 
of other people in those records you have? 

Mr. Kapow. I can’t answer that except to say that after I took over 
the management of the company the minutes were handled a little 
differently. It could reflect that fact. 

Mr. Betxuino. Mr. Chairman, I examined the minutes in connec- 
tion with Mr. Kadow’s employment at the time he was given 8,500 
shares of stock for his execution of a contract to work for the com- 
pany. I don’t believe that those minutes are in these minutes that 

ave been produced here this morning. That related to his employ- 
ment. 

Mr. Tarney. Are you sure? 

Mr. Beturno. Absolutely. 

The CHarrman. Let’s get on with other questioning, then, unless 
you have something there in connection with these minutes, Mr. 
Kadow. 

Mr. Kanow. Here are the minutes of December 18: 

Meeting of the board of directors of the United States Tin Corp. was held in 
the office of the corporation on December 18, 1950, it being a regular meeting. 
All directors were present in person. The meeting was called to order by Mr. 
McIntosh. A discussion was held with reference to further processing of tin and 
tungsten recovered as a result of the year’s operations, and the officers were in- 
structed to continue the matter with the General Chemical & Refining Co. and 
report further at the next meeting. The following resolution was proposed, 
regularly seconded, and unanimously adopted : 

Resolved, That in consideration of the financing furnished by H. R. Fischnaller 
individually for the 1950 operations, the option granted Mr. Fischnaller May 26, 
1949, to purchase 75,000 shares capital stock of the corporation or any part there- 


of at $1 per share of the treasury stock of the corporation is hereby extended from 
December 31, 1951, to December 31, 1953, and Mr. Fischnaller shall have the 


right at any time on or before December 31, 1953, to purchase up to 75,000 shares 
of capital stock at a price of $1 per share. 

There being no further business to come before the meeting, the same was 
regularly adjourned. 

It was signed by Mr. Rohrback, O. K.’d by Mr. H. R. Fischnaller, 
who at that time, I think was president of the company. Is there any 
mention of my employment, sir ? 

The CuarrMan. Not in what you have read. 

Mr. Kapow. That is correct. I will give somebody a new suit of 
clothes if they will show me any mention at any time. 

Mr. Warren. Who are the minutes signed by ? 

Mr. Kapow. Mr. Rohrback and initiled by Mr. Fischnaller. 

Mr. Warren. What are Mr. Rohrback’s initials? 

Mr. Kapow. I will have to look and see. H. C., sir. 

Mr. Warren. Mr. Chairman, in connection with the minutes just 
referred to, I would like to read a letter dated July 27, 1954, addressed 
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to the committee from the Office of the Director, Federal Bureau of In- 
vestigation, signed by John Edgar Hoover. 

The Cuarrman. You may read the letter. 

Mr. WarREN (reading) : 


Pursuant to the conversation of Mr. Bellino with Mr. Nichols earlier today, the 
evidence in the folder of the United States Tin Corp. has been examined in the 
FBI Laboratory. The results of this examination are set forth beiow. 

Unless the physical condition of Mr. H. C. Rohrback has changed sufficiently 
since 1949 to account for the variations between the Rohrback signatures on 
the minutes of the board of directors dated December 18, 1950. 





The Cuarrman. Is that the minutes that have just been read ? 
Mr. Warren. Yes, sir. [Reading:] 


and the directors’ meeting dated November 13, 1949, it is believed that the 
Rohrback signature in question is a forgery. (See p. —.) 

Based on the brief study that could be afforded the documents in the time 
available, sufficient typewriting characteristics in common were found in the 
following documents that would make it appear that they were prepared on the 
same typewriter. However, the characteristics found are not sufficiently strong 
to warrant a positive conclusion in this regard and there is doubt that further 
examination would make a more positive conclusion possible. 


Letter of resignation 

Minutes of directors’ meeting on November 13, 1949 
Minutes of directors’ meeting on December 18, 1950 
Management contract dated April 3, 1951 
Management contract dated March 1951 

Minutes of stockholders meeting on January 10, 1951 
Minutes of directors’ meeting on January 10, 1951 


The following documents were not prepared on the typewriter used in the prep- 
aration of the above-listed documents. 


Management contract dated April 12, 1951 
Letter to Seattle Trust & Savings Bank and attached memorandum of agreement 


Because of the limited nature of the signatures in question and the presence of 
variations therein, it could not definitely be determined that the signatures, W. L. 
Gibbon, on the minutes of the meeting of stockholders dated January 10, 1951, 
and the minutes for the meeting of directors dated January 10, 1951, and the no- 
tation and Gibbon signature on the side of the minutes of the meeting of directors 
dated December 18, 1950, were prepared by the same individual. The presence 
of handwriting characteristics in common suggests this possibility. 

Since no alterations of the evidence were permitted, no examination was made 
of the Schaefer signature and the paper except to determine the following: 

The Schaefer signature was prepared with a ballpoint pen and due to the lim- 
ited nature of this signature, it is doubtful if the age of this specimen can be 
determined. 

The paper on which the following documents were prepared is Eaton’s Fm- 
inence Bond, manufactured by the Eaton Paper Corp., Pittsfield, Mass.: 

Letter of resignation 

Minutes of meeting of directors on November 13, 1949 
Minutes of meeting of directors, December 18, 1950 
Management contract dated April 3, 1951 

Manageinent contract dated March 1951 

Minutes of meeting of stockholders dated January 10, 1951 
Minutes of meeting of directors dated January 10, 1951 


The evidence submitted is being returned to Mr. Bellino today. 
I trust the above information will be of assistance to you. 
Sincerely yours, 
JoHN Enear Hoover, Director. 


The CratrMan. Was this board of directors’ minutes that Mr. 


Kadow just read a moment ago submitted to Mr. Hoover? 
Mr. Warren. Yes, sir. The minutes of the two meetings. 
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The Cuatrman. And it is his opinion, according to this letter, that 
the signature of Mr. Rohrback isa forgery ? 

Mr. Warren. It is set forth 

Mr. Kapow. It speaks of his physical condition; the man shortly 
died afterward. Would that be a possible explanation ? 

Mr. Beviino. He died 2 years and 3 months ago. 

The Cuarrman. How soon did he die after that ? 

Mr. Kapow. I don’t know. Harry, do you know? 

Mr. Beti1no. I understand he had a stroke. 

The Cuamman. How soon after signing the documents that Mr. 
Hoover thinks now might well be a forgery ? 

Mr. Fiscnunauuer. I think Mr. Rohrback died 2 years and 2 or 3 
months ago. What is the date of that, sir? 

Mr. Betirno. That would be about 1952. 

The CHarman. The date of the minutes were 1949? 

Mr. Kapow. 1950, sir. 

Mr. Fiscunauuer. May I see the signature of Rohrback? 

The Cuarrman. It ison the contract. 

Mr. Fiscunauuer. This signature I swear is his signature. 

The Cuarrman. You do? 

Mr. Fiscnnauter. Yes, sir. I was associated with him for 40 years. 

Mr. Kapow. Here it is again. 

Mr. Fiscunauer. It is the same thing. 

Mr. Kapow. Senator, may I make a suggestion, sir? 

The CHarrman. Yes. 

Mr. Kapow. The board of directors of the United States Tin Corp. 
is composed of many honorable men. There is a man in it by the 
name of Henry Schaefer who used to be a vice president of a bank 
for many years. There is a man in it by the name of Fred Loomis 
who has a business and is of the highest reputation. These gentlemen 
sat in on a conference with me, Senator, in early March. These gen- 
tlemen asked for my reference in February. These gentlemen 
checked my references in February. These gentlemen sent mea rough 
draft of a contract in March. If this committee, sir, really wants ‘to 
get this one straight, why don’t you have depositions taken from these 
gentlemen in Seattle? This is just a lot of monkey business because 
I know what I say is true. There is no question about it. 

The Cuarrman. You understand, it is going to be very simple for 
us to get handwriting of whoever wrote this identified, which we will 
do. 

Mr. Kapow. Senator, I can’t understand. 

The CHarrmMan. You say that isa forgery? 

Mr. Tarney. No, those pages are out of order, sir. 

The Vick Cuarrman. What if they are out of order? 

The Cuarrman. They are still pages, and it says January 10, 1951, 
approved contract with Mr. Kadow. 

Mr. Tarney. Senator, my point is the page that contains the data 
on Mr. Kadow does not contain the date. That Kadow business is re- 
lated back to the previous page of the date being on the previous page. 

The Crarrman. But the directors’ meeting of January 10, 1951, is 
a definite directors’ meeting, isn’t it? It approved the employment 
contract with Kadow and Sorensen. Is that a forgery ? 

Mr. Tarney. I wouldn’t say so. 

The Cuarrman. Is it untrue? 
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Mr. Tarney. The testimony—— 

Mr. Kapow. That is completely, absolutely, thoroughly untrue. 

The Cuarrman. Your testimony— 

Mr. Kapow. I would go to jail on that. I would give everything in 
the world on that testimony. 

The CHamman. Whose handwriting do you think that is that is 
taken from the records of the United States Tin Corp. ? 

Mr. Kapow. I cannot argue about that point. 1 am simply telling 
you, sir, there are methods by which you can prove what you are 
saying. 

The CuarrMan. We want to do that. 

Mr. Kapow. Take depositions from these men in Seattle. 

The Vick CHarrman. Where are your minute books? 

Mr. Kapow. Youhavethem. They don’t say that. 

The CrHarrman. There is no place in the minute books that they 
talk about a contract with you ? 

Mr. Kapow. They talk at one point. They talk about giving Mr. 
Fischnaller, as president, the authority to hire management. That 
was one of those two meetings mentioned. 

The Cuatrman. How do you account for the fact that you can’t 
find any place in those minutes an approval of your contract at the 
rate of $18,000? 

Mr. Kapow. You didn’t need an approval. The corporation gave 
the men the authority to sign a contract, and I have signed a contract, 
sir. There is no question about it. That is it. I will stand off all on 
that testimony. There is no argument about it. It can be proven, sir. 

Mr. Warren. Mr. Kadow, your testimony is that Mr. Smith made 
not 1 mistake but 2 mistakes, is that correct ? 

Mr. Kapow. I think he made three, sir. He said Mr. Schaefer got 
stock in 1951, and his stock was authorized to him long before. So 
there are three mistakes that I know of. 

Mr. Warren. How could Mr. Smith have made one mistake after 
another in copying this information out of the minutes? 

Mr. Kapow. I think the point is completely irrelevant, Mr. Warren. 
We have already gotten established that there is a conflict of testimony. 
Somebody is mistaken, sir. It is not me. 

The Vice Cuarrman. It is more than a mistake. Somebody is 
lying. 

Mr. Kapow. That is fine. I will go to court on this, anyway—— 

The Vice Cuatrman. I don’t say you are lying. 

Mr. Kapow. I am not the boy, I am telling you. And, as I say, 
the thing that amazes me about this, Senator, there are all kinds of 
letters in my files—granted about 200 were lifted from Seattle without 
anybody’s permission, but the fact of the matter remains that we still 
have lots of letters left. It seems the only letters that were taken at 
any time from these files are letters that were capable of being con- 
strued by themselves improperly. Now, the technique here is the 
thing I object to because there are all kinds of evidence, sir. I told 
Mr. Bellino on many occasions to go and talk to certain people, and 
he doesn’t do that. 

The CyHarrmman. If you give us the names and addresses of 
people—— 
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Mr. Kapow. Go talk to Henry Schaefer, the ex-vice-president of 
the Seattle Trust & Savings Bank. 

Mr. Warren. He is the man that has drawn a salary from the 
United States Tin Corp. and helped get this loan ? 

Mr. Kapow. I am saying there is such a thing, Mr. Warren, as an 
honorable man, even if you don’t think so. There are still honorable 
men in this world whose reputations are more important than to get 
up here and lie, sir, and I am one of them. I deeply resent the im- 
plication of this thing, because it has smeared me no end. 

Mr. Warren. You are talking to people now who have read your 
personal history, Mr. Kadow. 

Mr. Kapow. Very well. 

Mr. Warren. We know about these facts and figures. We are pre- 
pared to bring them out. 

Mr. Kapow. You show where I have ever lied and I will buy you a 
new suit of clothes. 

Mr. Tarney. I think the last statement wasn’t necessary, Mr. 
Warren. 

Mr. Warren. If he is through, we are ready to proceed with bring- 
ing out this information. 

Mr. Kapow. Could I get you to contact the directors individually 
and ask them what the status of my employment was? 

The Crarrman. We will be very happy to have any director or 
anyone else—— 

Mr. Kavow. Why don’t you take depositions in Seattle? 

The CuarrMan. You give us their names and addresses, and if they 
care to come in and testify, we will be delighted. 

Mr. Tarney. Senator, the only problem isa money problem. If the 
committee would care to subpena them, there would be no problem of 


their transportation. It is an expensive trip for these people. That 


is the only reason for suggesting the depositions. If the committee 
would care to subpena them and pick up their transportation, we 
would be delighted. 

The Cuairman. There is a lot of conflicting testimony. There is no 
question about that. This whole matter has “been in the newspapers. 
Has been in the headlines now for weeks and weeks and weeks. All the 
offices of United States Tin and management, of course, knew about 
it. They ought to be perfectly willing to come in here and get the 
matter str aightened out. So far, I presume, the only witnesses that 
we have had have been this gentleman here, other than the Govern- 
ment witnesses, and Mr. Fischnaller. 

Mr. Tarney. May I suggest this to the chairman, that the FBI is 
in Seattle, and Mr. Camby of the Compliance Division of GSA is in 
Seattle also. They have notaries out there. The depositions of these 
people might shed some light on it. 

As I understand, there are at least 2 or 3 of these people who are 
above reproach in Seattle and are prominent people. Their deposi- 
tions, I would think, would normally be considered to be beyond re- 

proach. 
' The Cuarrman. We will be very happy to accept any affidavits or 
any information that anyone cares to file with us. Once we get the 
affidavits, if we are not satisfied with them, then we will invite the 
people to come in and be heard. 
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Mr. Tarney. I was going to suggest that I can have those affidavits 
made, but I thought it would be better if some investigatory gentle- 
man of the Government took the deposition out there of those people. 
Is your Mr. Camby there in Seattle ? 

Mr. Eastianp. Yes. 

Mr. Tarney. Since he is already there— 

The Cuarrman. You can talk to us about that in private. We will 
put into the record any information that you think will bring out the 
facts. Let us proceed now with this hearing and with this witness, 
and if you have other witnesses that you think can be helpful to us in 
bringing out the facts, we will be delighted to hear from them and 
will. (See p. 745.) 

Mr. Kapow. Senator, may I make one more comment to this subject, 
sir? 

The Crarrman. Yes. 

Mr. Kapow. It is my understanding that in a matter of an hour or 
so after this testimony was put in the record here by Mr. Smith, the 
General Services Administration sent Mr. Camby over to our office 
and requested to see these minutes. 

The Cuarrman. Whose office ? 

Mr. Kanow. The General Services 

The Cuarrman. Went over to, you said, your office ? 

Mr. Kapow. To the attorney’s office where the records were kept. 

The Cuatrrman. Your attorney’s office ? 

Mr. Tarney. Attorney for the tin corporation in Seattle. 

The Cuatrman. Do they have an office here in Washington ? 

Mr. Kapow. No. He was in Seattle. I wonder if General Services 
could find out or let us know what Mr. Camby had to say on that, sir? 

Mr. Warren. Mr. Chairman, the documents which Mr. Camby 
considered are here before us now, as I understand it. It has been 
put in the record what Mr. Camby told Mr. Eastland. I don’t see any 
necessity of us going into that any further. 

Mr. Kapow. What did he say? I am anxious to know. 

Mr. Warren. Mr. Camby examined the record which was there on 
that date. The record that we referred to was examined by Mr. Smith 
in 1953. Whatever Mr. Camby examined does not shed any light on 
Mr. Smith’s testimony. 

Mr. Kapow. In other words, he didn’t find anything; is that correct ? 

Mr. Warren. He found exactly what you have read into the record. 

Mr. Kapow. That is what I thought he would find. 

The Cramman. They have offered me a letter here from the presi- 
dent of the Seattle Trust & Savings Bank, dated September 21, 1953, 
to Mr. D. W. Barton, vice president of the Woolen Co., New York 
city, in which Mr. Cebert Baillargeon and the president of the Seattle 
Trust & Savings Bank have some very nice things to say about Mr. 
Fischnaller. Without objection, we will make this letter a part of the 
record. (See p. 743.) 

Mr. Warren. Mr. Kadow, you do admit while you were employed 
by the Department of the Interior that you contacted numerous peo- 
ple in the Government with respect to the United States Tin Corp. ; 
do you not? i 

Mr. Kapow. That was my business, sir. I was employed in the 
Department to do everything I could to assist in the development of 
Alaska ; yes, sir. 
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Mr. Warren. Who did you contact in the Government and on what 
date ? 

Mr. Kapow. I am trying to remember that. I have tried to remem- 
ber that on repeated occasions. I have only vague memory on it. But 
I do remember clearly contacting Charles Merrill and a group that 
were assembled that day. 

Mr. Warren. On what date was that? 

Mr. Kapow. I don’t remember who was there. 

Mr. Warren. You contacted Mr. Merrill and had conferences with 
Mr. Merrill and people in his office on several occasions; did you not? 

Mr. Kapow. That is right. 

Mr. Warren. Between what dates were those conferences? 

Mr. Kapow. I believe they started about the 20th or the 2ist of 
January and ran for a period of a month, more or less. 

Mr. Warren. Who attended some of those meetings ? 

Mr. Kapow. Well, I am sorry that I can’t remember, but I am quite 
sure that Mr. Merrill would have the information. I don’t know who 
all was there. 

Mr. Warren. Did you contact other people in the Government ? 

Mr. Kapow. Yes, sir. I think I had talks with the gentleman in 
Mr. Mittendorf’s office, Cap Ellis and Mr. Mittendorf. I recall quite 
clearly attending a meeting there and listening to a discussion of this 
subject by technical people. I can’t recall that I did very much talk- 
ing on that occasion, which is quite unusual for me, sir. Another oc- 
casion I remember sitting in on a discussion in Mr. Thurtell’s office, I 
believe it was. 

Mr. Warren. Mr. Thurtell was the General Services Administra- 
tion attorney who drew the contract; is that correct ? 

Mi. Kapow. That is right, sir. 

Mr. Warren. Did you tell any of these gentlemen that you were go- 
ing with the United States Tin Corp. ? 

Mr. Kapow. I told that to Mr. Merrill, I remember, sir. 

Mr. Warren. Mr. Merrill has testified here that you did not tell 
him and that he was shocked when he learned that you had gone with 
the United States Tin Corp. 

Mr. Kapow. Yes, I read in the newspapers that testimony. The 
word “shocked” was yours, not Mr. Merrill’s. 

Mr. Warren. I beg your pardon. Mr. Merrill had previously been 
to the Office of the Joint Committee on Defense Production. We had 
talks with him and the word “shocked” was used by him before it ever 
came out in the testimony. 

Mr. Kapow. I am sorry. It was quoted in the paper as being your 
word. 

Mr. Warren. And there were others who were surprised. Some 
were shocked and some were surprised. 

Mr. Kapow. You know, Senator, that is an amazing thing to me, 
the way people get shocked and surprised after the Government starts 
looking down their throat. You know, I recall in this particular con- 
versation with Charlie Merrill, I don’t remember the date, I am sorry 
about that, but it is in the month of February at least, I mentioned 
to him that Mr. Fischnaller had suggested that they might be inter- 
ested in my employment in the tin company, and I remember saying 
to him that I didn’t see what possible use I could be but I was think- 
ing about it. 
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Mr. Merrill, I recall, says, “Well, there is a lot of jobs, Kadow, ina 
mining company besides miners, and a man with your energy and 
know-how in Alaska might be very worthwhile in a company. 

I remember those words because they were significant in my ap- 
praisal of what use I could be in the tin company. I remember also 
that that about ended that conversation. There was nothing more 
to it. 

Mr. Warren. What date was that conversation ? 

Mr. Kapow. It was in the month of February some time, sir, before 
I went home. 

Mr. Warren. Did you ever tell Mr. Thurtell you were going in the 
United States = Corp. ? 

Mr. Kapow. I don’t recall. It was an irrelevant, unimportant mat- 
ter from my point of view, because I was not using any influence on 
these men of any sort. 

Mr. Warren. Did you ever contact Mr. Connell of the Federal Re- 
serve Board ? 

Mr. Kapow. Yes, I believe I met him. I think so. I met him once 
with Mr. Leisler. 

Mr. Warren. You contacted him around the Ist of April; did you 
not? 

Mr. Kapow. I think so; yes, sir. 

Mr. Warren. And you told Mr. Connell that you were in the Sec- 
retary of the Interior’s office, did you not ? 

Mr. Kapow. April 1, I would tell him that. 

Mr. Warren. That is what he testified to. 

Mr. Kapow. Mr. Warren, I am quite sure Mr. Connell would be 
having a little bad hearing that day or a slip of memory, because cer- 
tainly I am not stupid. My resignation hit every newspaper in the 
Northwest. I was headlines in Alaska. Am I going into his office and 
tell him I am working for the Department? 

Mr. Warren. Do you deny that you told him that you were working 
with the Department or working with the United States Tin Corp., or 
how did you identify yourself ? 

Mr. Kapow. I don't recall the conversation. That is a long time ago. 
I am only guessing now. I might have said that I had been the 
Secretary’s representative. But it is preposterous to assume that I am 
going to go in and tell a man, an important man in the Federal Reserve 
System, that I am employed when he already read my resignation in 
the newspapers. 

Mr. Warren. How do you know that he read it? 

Mr. Kapow. I assume he reads them. It was in every newspaper in 
the Northwest. 

Mr. Warren. Maybe he didn’t read the newspapers. 

Mr. Kapow. There are some people like that, sir. 

Mr. Warren. Did you contact Mr. McKinnon at the RFC ? 

Mr. Kapow. Yes, I think I did. 

Mr. Warren. On about what date did you contact him ? 

Mr. Kapow. I don’t remember. I have contacted him many times. 
I don’t remember when I first met Mr. McKinnon. 

Mr. Warren. Did you contact Mr. McKinnon in January, February 
or March of 1951? 

Mr. Kapow. I can’t swear to that, Mr. Warren, but I would accept 
what he said if he said I did, because I don’t know when I contacte a 
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him. Again, what is the significance of it? What is the possible value 
of talking to him? I didn’t have any business with Mr. McKinnon. 
If I contacted him, I simply went in there. I contacted him many, 
many times after I was running the tin company and tried to get him 
to buy tin. 

Mr. Warren. I am going to repeat the question that I asked, and I 
hope you will supply us with the answer without all this side conver- 
sation ? 

Mr. Kapow. I don’t know the answer to that one. 

Mr. Warren. I want to know whether or not you represented you 
were employed by the Department of the Interior to Mr. McKinnon. 

Mr. Kapow. I do not know. 

Mr. Warren. Will you state that you did not represent yourself to 
be with the Department of the Interior ¢ 

Mr. Kapow. Will you tell me the date that I have 

Mr. Warren. January, February, and March are the dates I gave 
you. 

" Mr. Kapow. If I were— 

Mr. Warren. 1951. 

Mr. Kapow. Since I can’t remember it, I see no use in testifying be- 
cause it is a guess. If you want me to guess at it, I would say I prob- 
ably told him I was employed by the United States Government at 
that time, because I was in termination status and was thusly employed. 

Mr. Warren. Don’t you think you should have told these people in 
the Government that you were going with the United States Tin 
Corp. ? 

Mir Kapow. I think I did tell most of them, sir. There was no 
secret about it, but I wasn’t thereby trying to buy anything from Mr. 
McKinnon or sell him anything. There wasn’t anything in the world 
I would do to Mr. McKinnon, Mr. Fischnaller was doing that. 

Mr. Warren. From February 5, 1951, you were working on the 
application of the United States Tin Corp. ; were you not ? 

Mr. Kapow. What do-you mean by working on it, sir? You mean, 
if I would ask these various departments whether or not they had proc- 
essed it ; is that working on it, sir? 

Mr. Warren. What did you do in connection 

Mr. Kapow. That is for the most part what I did. I would find 
out when it was held up a week instead of it being done in a couple of 
days. 

Mr. Warren. Who all did you ask ? 

Mr. Kapow. I already testified, sir, as to what I remember. There 
are undoubtedly others. 

Mr. Warren. What was the first work that you did on the appli- 
cation of the United States Tin Corp. ? 

Mr. Kapow. I didn’t do any work on the application as such. I 
simply discussed it. I discussed it in late January with Mr. Fisch- 
naller and suggested that he revise it, that it wasn’t properly pre- 
sented, and he did do that in consultation with engineers, I under- 
stand. He and hisson, I think, made up the application, and then after 
that, as I say, I sat in on some of these conferences, listened to the 
testimony. I have no recollection, sir, whatsoever-—— 


Mr. Warren. The form NSRB 














Mr. Kapow. That is an application form. 
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Mr. Warren. Dated February 14, 1951, was forwarded to you here 
in Washington, D. C., by the United States Tin Corp. ; was it not? 

Mr. Kapow. Well, ‘if the letter says so, it probably was. I don’t 
know. I don’t remember that. But I see no harm in that. I was the 
logical person to take it in. 

Representative Brown. Did you urge the approval or disapproval 
of this application ¢ 

Mr. Kapow. I have no recollection of having so urged. 

I do know, this I know for sure, that several people were discussing 
this overall program with me, and I did say on repeated occasions that 
this would be in keeping with the Department’s desire to develop 
Alaska, This is a program that the Interior Department had. I was 
the gentleman directing the program. It was reasonable that I might 
thus so say. I cannot recall at any time telling anybody that the Sec- 
retary’s office wanted this passed or turned down. As a matter of 
fact, I do remember specifically, at least one case, telling them that 
my greatest concern was to get rid of some redtape and let’s get some 
action one way or the other. 

Mr. Warren. Mr. Kadow, if you were performing a normal routine 
duty 

Mr. Kapow. My job wasn’t normal routine. 

Mr. Warren. Where you send a telegram, such as the one dated 
February 5, 1951, to Mr. Harry Fischnaller and state as follows: 

United States Tin Corp., 201 Jones Building, Seattle, Wash., complete NSRB 


loan application form 146. Mail four copies along with copy of application 
already filed. Send to my hotel. 





KENNETH J. Kapow. 


Mr. Kapow. That is not an unusual request. I did that in many 
cases in Alaska, not one. That was my job, Mr. Warren. Can’t I 
make that point clear to you? 

Mr. Warren. Why did you want it sent to your hotel ? 

Mr. Kapow. To expedite it. It takes 4 days to get mail through the 
Interior Department. Did you ever try it’ You know that as well 
as Ido. [had no permanent office either. 

Mr. Warren. You state that this was a normal occurrence for you 
to wire concerns about the applications and have them sent to your 
hotel room ? 

Mr. Kapow. May I make a comment for the record ? 

The Cuarrman. I thought that was what you were doing. 

Mr. Kapow. I want you to understand the nature of my job. Is 
that all right, Mr. Warren? 

Mr. Warren. Yes. 

Mr. Kapow. I was the—— 

Mr. Warren. If you don’t take too long. 

Mr. Kapow. It is vital. This will make you understand a lot of 
these questions you are asking me. My position, sir, was a personal 
representative of the Secretary and the Chairman of the Alaska Field 
Committee. One of the vital assignments of that committee was to 
analyze the problems of development in Alaska. The first problem 
that we encountered of major proportions was housing. I think I 
personally promoted as much as $20 million or $25 million worth of 
housing. I did everything in the books to get housing. I got patted 
on the back by the Secretary of the Interior. I got patted on the 
back by people in Alaska. 
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Mr. Warren. You even participated in some of those ? 

Mr. Kapow. I did no such thing. That is an untrue statement. I 
participated in nothing. When I was in the Government, not one 
nickel. Now, what I want to put across to you is this. This was not 
an ordinary job. Alaska isn’t an ordinary place. Ordinary people 
get sunk up there. You have to be extraordinary to even stay there. 

Mr. Warren. We have been hearing that for months down here 
and they tell us there is a different moral standard up there. 

Mr. Kapow. I believe there is from what I have seen down here 
sometimes, 

The CuatrMan. Remember, you are under oath, and also remember 
you are getting just a little bit cocky. 

Mr. Kapow. I don’t wish to be but I am being heckled pretty badlv. 

The CuarrMan. Just be perfectly calm and normal. 

Mr. Kapow. I do want you to understand that the nature—— 

The Cuarrman. As a committee, we don’t mind being browbeaten 
a little, but not a lot. 

Mr. Kapow. I was happy when I got to your committee. 

The Cuarrman, We don’t mind a little, but not a lot of it. 

Mr. Warren. I would like to go back to the telegram dated Febru- 
ary 8, 1951, sent to the United States Tin Corp., 201 Jones Building, 
Seattle, Wash. It states: 

Try to be here for Monday morning meeting with Geological Survey. If not 
possible, wire me expected time of arrival. 

Was that a normal occurrence in carrying on the business of the 
Department of the Interior ? 

Mr. Kapow. I tried to make it clear a moment ago, Mr. Warren, 
that the nature of my position was to do everything i in my power to 
help the applicants get a piece of business done. It isa very difficult 
thing for a man who doesn’t understand Washington, and I don’t 
understand it too well, but for a man who doesn’t understand Wash- 
ington it is a very difficult thing to come back here and process a loan. 
I don’t know whether you know it, but it takes about 27 signatures, 
more or less, to get anything through the Government. 

I don’t sit across from these gentlemen and hold a pistol to their 
heads and get the money. You have some very fine experts who 
analyze everything you say. These experts, after carefully analyzing 
it, they determine whether the application is good or bad: I am say- 
ing to you, Mr. Warren, that I have never in my entire lifetime that I 
know of used any kind of pressure, force or prestige of position to make 
a specialist change his mind. I respect their judgment. The special- 
ists, some of them, were pro this deal and some were con it. Asa 
result, the thing was just going this way and that way and this way. 
It is my understanding that Mr. Fischnaller had messed around with 
this thing for over 2 months and he hadn’t gotten any further than 
where he had started. I was asked by a department of the Federal 
Government if I would assist. When somebody asked me to assist-—— 

The Caarrman. Who asked you? 

Mr. Kapow. The Bureau of Mines. 

The Cuarrman. Who? 

Mr. Kapow. They told Mr. Fischnaller to contact me, that I would 
try to help him break red tape. 


“Mr. Warren. Was that Mr. S. H. Lorain ? 
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Mr. Kapow. That was the director in Alaska, yes, Mr, Lorain. 

The Cuarrman. He was in Alaska with you ¢ 

Mr. Kapow. Yes. 

The Cuarrman. You and he were working together up there? 

Mr. Kapow. He is the Bureau’s representative in Alaska. 

The Cuatrman. And he asked you to help break the red tape? 

Mr. Kapow. He asked Mr. Fischnaller in a letter to look me up and 
he thought that perh: aps I could assist him in the problems 

The Cuarrman. Then you proceeded to do so? 

Mr. Kapow. I did so with vim and vigor. 

The CHarrMan. Asa result, you met Mr. Fischnaller and he wanted 
you to join his organization, the Tin Co. ? 

Mr. Kapow. He made a suggestion along those lines, sir, but I 
swear 

The Cuarrman. And you did join the Tin Co. in April ? 

Mr. Kapow. April 1951. 

The CrHatrman. In April 1951, and these wires that are going in 
the record were sent in February 

Mr. Kapow. Senator, understand now, I am not saying I didn’t 
help with this loan. I did everything in my power within the bounds 
of propriety, within the bounds of a man whose duty is to do that job. 
I did everything to help them. I don’t believe, sir, you can find any 
honorable Federal bureau man, Federal employee who will get up 
here and say I browbeat him to pass this loan. If you can, then I will 
be amazed because I don’t know of any such case, sir. 

Mr. Tarney. Again, may the records show that his resignation was 
submitted on January 22 or 24 and was announced about this time, 
and these telegrams occurred after he had officially resigned and after 
he had been more or less approached by Mr. Fischnaller for a job, but 
he had resigned. It was public proper ty. 

The CHarrman. Resigned in January ? 

Mr. Tarney. Yes. 

The Cuatrman. When you resigned in January, you knew you were 
going to go with the Tin Co. 

Mr. Kapow. What? 

The CHarrman. When you resigned in January, you knew you were 
going with the Tin Co. ? 

Mr. Kapow. No, definitely not. 

The Coatrman. When did you first decide? 

Mr. Kapow. I wasn’t even approached, sir, to my knowledge, to my 
memory, I wasn’t even approached until it was publicly announced, 
which I think was about a week after I submitted it. Then Mr. Fisch- 
naller did ask me if I would be interested. I told him at that time I 
had pretty well made up my mind what I wanted to do and that I 
was planning to do that. He said, “Will you promise me not to make 
a firm commitment that will preclude the possibility of your coming 
with us?” 

The inference here, Senator, is that I used improper influence, and I 
swear I didn’t dothat,sir. Iam sure you can’t—— 

The Cuarrman, I think we ought to put in the record a letter dated 
January 17, 1951, to Mr. H. R. Fischnaller, president of the United 
States Tin Corp., 201 Jones Building, Seattle, Wash., as follows: 

This will advise you that we are in the process of typing our report on the Lost 
River tin application and hope to have it in the mail by the end of this week so it 

51710—5445 
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will be in Washington the first of next week. However, we have run into several 
minor complications which may possibly delay us another day or two. I recall 
you told me you expect to be in Washington about the 20th. If you are going 
back for the purpose of expediting the application, I suggest that you might get 
in touch with Mr. Kenneth J. Kadow, who is chairman of our Alaska Field Com- 
mittee and who will be in Washington about January 22. Mr. Kadow knows his 
way around Washington and has told me he would be most happy to assist you. 
He expects to stay at the National Hotel, 18th and I. He could be reached by 
the Department of the Interior through telephone Republic 1820, extension 2191. 
I think that he might be of considerable help to you. 
Yours sincerely, 
S. H. Lorarn, 
Regional Director, Region 1, 

Mr. Kapow. That is the letter that resulted in Mr. Fischnaller con- 
tacting me. 

The Cuamman. That is your superior that suggested that you help 
Mr.—— 

Mr. Kapow. Mr. Lorain was a colleague of mine. He wasn’t my 
superior. 

The Cuarrman. Did he send you a copy of this letter? 

Mr. Kapow. I have no recollection that J ever received a copy of the 
letter, sir. I might have, but I don’t remember that. I remember only 
that Mr. Fischnaller met me soon thereafter and that I did do all that 
I could within the bonds of propriety to help Mr. Fischnaller get the 
redtape cut. I never at any time tried to influence the judgment of a 
technical man in the Government. I don’t do that today or any day. 

The Cuamman. As a result of this letter, he contacted you here. 
Just who did you contact or just what did you do to help Mr. Fisch- 
naller? You have gone over it once, but go over it again. 

Mr. Tarney. May I point out, Mr. Chairman, that this letter was 
written in January and obviously he couldn’t have been an employee 
of the Tin Co. back in December when Mr. Fischnaller was being 
urged to look up a perfect stranger. 

The Cuarrman. This is dated January 17,1951. 

Mr. Tarney. That is right, but the Smith minutes say the direc- 
tors approved his employment contract by the Tin Co. on the 18th of 
December 1950. 

The Cuarrman. I thought it said January 10, 1951. 

Mr. Tarney. That was the stockholders’ approval of the directors’ 
action, but the directors’ action was supposed to have taken place on 
the 18th of December, which would have been one full month before 
Mr. Fischnaller is urged to look Mr. Kadow up for the first intro- 
duction. 

The Cuarrman. I don’t suppose Mr. Lorain knew about it. 

Mr. Tarney. But this is corroborative—— 

The CuatrmMan. You resigned from the Government in January ? 

Mr. Kapow. January 22, 23, 24, 25, in 1951. 

The Cuamman. What did you expect to do when you resigned ¢ 

Mr. Kapow. Well, sir, could I go into that whole subject a little 
bit ? 

The CuHarrman. Who were you going with? Ordinarily a man 
doesn’t resign unless he has another job or knows what he is going to 
do. What did you expect to dof Who were you going with and 
what were you going to do? 

Mr. Kapow. I was hoping to get into the construction business and 
become a development wing of a very fine, healthy construction outfit. 
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The CuairmMan. But you had no job, no job had been offered to 
you 
* Mr. Kapow. I had talked to four or five of the leading contractors 
in Alaska, and three or four of them expressed a desire to work with 
me. I was in the very pleasant position of making a choice. Along 
ubout January, on my way to Washington, I talked to a couple of 
them. I pretty well made up my mind which one I wanted to join. 
My idea of what I wanted to do, which caused me to join this com- 
pany, was the fact that Alaska is loaded with marvelous development 
opportunities. I wanted to be a development wing of a healthy out- 
fit capable of producing projects which would result i in capital gains. 
There is no fun working for salary nowadays, sir. You just don’t get 
to keep it. Some of these development opportunities up there are un- 
believable. They are just so tremendous. But you don’t have the 
money to do it. 

The Cuarrman. When you resigned in January, gave up your Gov- 
ernment position—how long had you been with the Government? 

Mr. Kapow. I joined the Government in July 1948. 

The CuarrmMan. Your testimony is that when you resigned in Jan- 
uary, you did not have a position; you had not entered into a con- 
tract with anyone to go to work for ? 

Mr. Kapow. That is correct. 

The Cuarrman. Did you not at that time know what you were going 
to do or where you were going to do it ! 

Mr. Kapow. That is correct. I had a pretty good idea, though, on 
that construction deal. My mind was pretty well made up. 

The Cuarrman. What was the name of the companies that offered 
you jobs? 

Mr. Kapow. The one that I joined, sir, was the Mortensen Construc- 
tion Co. I talked to Dick Rushlight in Portland. 

The CuHatrman. Those are housing contractors ¢ 

Mr. Kapow. Mostly building housing and building contracts under 
bid. I talked to the Baldwin Construction Co. I talked to Andersen. 
Many others. But those were the ones that I wanted to find a job 
with. 

The Cuarrman. You did do considerable work with them, or some ? 

Mr. Kapow. In the Government I worked with all of them. 

The Cuatrman. After you got out? 

Mr. Kapow. Yes, sir. I am in the housing business up to my neck. 
{ wish I wasn’t. That is a bad deal in Alaska. Pretty tough. 

The Cuarrman. It isn’t proving to be so tough in other parts of the 
country. 

Mr. Kapow. I am anxious to tell you about that sometime. That is 
a dilly. 

Mr. Tarney. They have $500,000 invested up there now, no wind- 
fall, on two projects. 

The Cuarrman. We will get into it a little later. That is another 
subject. 

Mr. Warren. Mr. Chairman, I would like to read a quotation from 
a letter dated January 27, 1951, on the stationery of the Hotel Wash- 
ington, Washington, D. C., addressed to Bob and Henry, and signed 
Harry: 

Alaska representative of Secretary of Interior, Kenneth J. Kadow, of great 


help to me. He says Lorain thoroughly sold on our property and has convinced 
him. 
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Letter dated December 1, 1951, addressed from Dad to Bud—and 
understood to be written by Mr. H. R. Fischnaller : 

Had several talks with Kadow in Washington. He has remarked the future 
financing for revolving fund just about $5 million. Probably on the basis of 
300 tons of ore per day. Am no longer interested at least this time in selling 
the control. The Government has stated that they are going to see this through, 
at least to the extent of $5 million. 

Can you state who was going to see you through to the extent of $5 
million, Mr. Kadow ? 

Mr. Kapow. I am afraid you would have to get Harry to answer 
that one. I don’t know what he is talking about. 

Mr. Tarney. What is that letter, Mr. Warren ? 

Mr. Warren. December 1, 1951. 

Mr. Tarner. From whom to whom ? 

Mr. Warren. Mr. Fischnaller to Bud. 

The Cuatrman. Who is Bud? 

Mr. Warren. His son, apparently. 

The Cuatrman. Is your son named Bud, Mr. Fischnaller ? 

Mr. Fiscunauuer. Yes. 

The Cuarrman. I assume Mr. Fischnaller would be the only one to 
recognize those letters. 

Mr. Warren. In connection with Mr. Kadow’s handling of the 
Washington situation, I would like to read a letter dated November 
21, 1951, from Harry to Bob. I understand it to be written by H. R. 
Fischnaller : 

We recently elected Kadow president the better to handle the Washington 
end because we get many breaks from the Alaska Territorial government through 
our Juneau office. The Federal Government pays us rental for the schoolhouse 
and furnishes combination teacher and nurse. We have received hundreds of 
thousands of dollars of assistance one way or another this year. 

Mr. Kadow, you previously indicated that you didn’t know much 
about handling the Washington situation. That letter would tend to 
show that you did know a lot about handling the situation here in 
Washington. 

Mr. Kapow. When was that dated, sir? 

Mr. Warren. November 21, 1951, and there are other letters pre- 
vious to that. 

Mr. Kapow. TI know a little bit about it, I would say, Mr. Warren. 

Mr. Warren. Mr. Fischnaller wrote a letter and stated that you 
were employed for that purpose, mainly. 

Mr. Kapow. I am not responsible for what Mr. Fischnaller writes, 
sir. I only know what I personally do and what my arrangements are. 

Mr. Warren. Was anything ever said to Mr. Fischnaller about 
handling the situation in Washington when you became associated 
with the United States Tin Corp. prior to your employment ? 

Mr. Kapow. Mr. Warren, wouldn’t it just be logical that they would 
expect me to do so, sir? 

Mr. Warren. Was anything said ? 

Mr. Kapow. I can’t recall that, no. I don’t remember what he said. 
I just know that he wanted me to come with the company, and we 
talked a lot about it, and then we eventually talked.and sat down and 
nailed it down. Certainly, it is reasonable, sir, if they are expecting 
to get results that they expect me to do those things. 
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As I told you the other day, they didn’t hire me to preside over its 
liquidation, and I did my level best to keep it healthy and alive. 

Mr. Warren. Mr. Kadow, will you state what the facts were with 
respect to the 8,500 shares of stock you received from the United 
States Tin Corp. ? 

Mr. Kapow. I am very happy, Mr. Warren, to get a chance to 
answer that one. That is another one that has caused me some em- 
barrassment. Let me get these things in the record clearly. The first 
18 months that I worked for the United States Tin Corp. I drew a 
total of $2,400 worth of salary. 

Mr. Warren. What did you receive that salary for? 

Mr. Kapow. That was in connection with my work at Point 
Spencer. 

The CHarrMan. $2,400? 

Mr. Kapow. Yes. 

The CuarrMan. For how many months? 

Mr. Kapow. Eighteen. When they hired me they thought I was 
going to work part time. They gave me the right to take my pay in 
salary or in stock. This tin situation is so important and it is so 
colossal 

The Cuatrman. What? 

Mr. Kapow. Tin—— 

The Cuarrman. Didn’t the contract say until full production you 
were not to get your full salary ? 

Mr. Kapow. Or until the board of directors—— 

The Cuatrman. Then it would be paid to you in full? 

Mr. Kapow. My contract said the board of directors had to do it. 

The CHarmrMan. Please just answer the question. Didn’t the con- 
tract say you weren’t to draw any salary until you were in production ? 

Mr. Kapow. No; that isn’t what my contract said with the tin 
company. 

Mr. Warren. The contract which the United States Tin Corp. had 
with GSA provided that there would be 1 full month of production 
before there would be any salary paid to you; did it not ? 

Mr. Kapow. Yes, sir, it had a provision in there that no officer or 
director could be paid. I don’t quite understand how they expected 
to run it. You know, you still have to pay people if you want to get 
something done. 

The Cuatrman. I don’t see anything wrong with it, except your 
hesitancy to answer yes or no to these things. 

Mr. Kapow. The question sometimes confuses me, Senator. I 
thought you were talking about the tin corporation’s contract, not the 
Government’s. 

Mr. Warren. We haven’t gotten to the 8,500 shares yet. 

Mr. Tarney. May I read what is in the contract on this subject? 

The Cuatrman. Which contract ? 

Mr. Tarney. Mr. Kadow’s employment contract. 

The Cuarrman. The one they filed with the GSA ? 

Mr. Tarney. No, providing for 8,500 shares of stock. 

Mr. Warren. Will Mr. Kadow read from it and explain the 
contract ? 

Mr. Kapow (reading) : 

Mr. Kadow shall receive a stock bonus of 8,500 shares of capital stock of the 
United States Tin Corp. in consideration of the execution of this contract. No 
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salary shall accrue to Mr. Kadow during the first year of the operation of this 
contract and thereafter until by appropriate action, the board of directors shall 
determine the amount of salary and the date it becomes effective. Mr. Kadow 
shall have the option of using any portion of or all cash payments due him 
under this agreement for the purchase of treasury stock of the corporation at 
$5 per share up to a total of 20,000 shares. The option to purchase 20,000 shares 
of capital stock at no more thar $3 per share shall be irrevocable with the sign- 
ing of this agreement, provided the option is exercised within 3 years of date 
hereon. This purchase limitation does not apply to stock that Mr. Kadow may 
obtain from stockholders on purchases independent of this agreement. 

Mr. Warren. What is the date of that agreement? 

Mr. Kapow. Let’s see. That was signed on March 30, or it was a 
replacement of the original contract. 

Mr. Warren. Will you state what the original contract was and 
when it was dated and how this replacement came about? 

Mr. Kapow. That is a simple explanation. The original contract, 
I believe, was dated April 3, and provided for the same basic condi- 
tions that this one did, but it stipulated a value on the stock that was 
to be paid to me. I objected to that at a later date. You see, under- 
stand, Mr. Warren, I entered the company with no knowledge of its 
financial structure and the value of its stock, and Mr. Fischnaller 
is an eternal optimist and he thought the stock was pretty valuable 
about that time. When I examined the corporate records and books 
I came to the conclusion that $3 stock value at that time was just not 
reasonable, it wasn’t correct, it didn’t reflect the true value of the 
stock in the corporate records. 

The Vice CuarrmMan. $3 was too high? 

Mr. Kapow. Yes, sir. 

The Vice Cuarrman., It still is, isn’t it? 

Mr. Kapow. At this moment, sir, with the conditions as they are, 
yes, but it definitely has possibilities beyond your fondest imagina- 
tion. Thisis no dream. 

The Vice Cuatrman. I didn’t mean that. I just meant—— 

Mr. Kapow. It was selling at $4 and $5. 

Mr. Warren. What was the actual worth of the company when you 
went with it? 

Mr. Kapow. I declared my stock at 25 cents a share. I couldn't 
answer that. 

The Cuarmman. How many shares were outstanding ? 

Mr. Kapow. At that time, 300,000. This is the old stock. 

The Cratrman. That would be 25 cents a share. That would be 
on the basis of $75,000 ? 

Mr. Kapow. I don’t know what the corporate picture showed. I 
do know that many people in the corporation thought I was declar- 
ing it higher than it need be declared. I want to explain the 8,500 
shares. As you well know, sir, when you work for stock, when you 
take stock in payment of services, the value of that stock on the open 
market determines what the payment for your services is when you 
go to pay income tax. It was important to me that that value be 
realistically stated. So I reworked the contract to realistically han- 
dle that problem. That is all there is to it. I took it up with experts, 
auditors, and that was the way it was supposed to be done. 

Mr. Warren. Did both of these contracts that were signed provide 
for 8,500 shares of stock ? 

Mr. Kapow. Each in its own way. One was for 8,500 and the other 
was 9,000. 
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Mr. Warren. Will you read that part from each of these contracts, 
and state when the contract is dated and when you ac tually—— 

Mr. Kapow. Have you the other contract there, sir? This is the one 
that was signed first here. This is the only ore. 

Mr. Warren. What is the date of that contract? 

Mr. Kapow. It was signed on the 3d of April. That is when it 
was actually signed. 

The Vice Cuatrman. That was the one that was postdated ? 

Mr. Kapow. No; that one is correct. The one that replaced it was 
postdated. 

Mr. Warren. You actually signed this on the 3d of April 1951? 

Mr. Kapow. I cannot swear to that anymore, but that is the date 
it carries. It wouldn’t have been far off, I don’t think. 

Mr. Warren. Why in the operation of the affairs of this company 
don’t you put the date down when you sign something; w hy is it always 
dated back ? 

Mr. 7 apow. Put it this way. You are dealing with honorable men, 
and as I already told you nobody got a salary. So you don’t expect 
them to work 24 hours a day for nothing. So you have a board meet- 
ing and the lawyer who has to make a living to eat, he gets the minutes 
and it may be 6 months before he writes them up or 3 months. 

The Cuarrman. Is that the way they do business in Alaska? Is 
this just typical of Alaska ? 

Mr. Kapow. I would say fairly much so. 

The Vice Cuarrman. How do you eat during those 3 months? 

Mr. Kapow. That is a problem, Mr. Gamble. I had a little money 
when I went there. 

The Vick Cuatrman. The day before yesterday some of the things 
you were telling about I 

Mr. Kapow. I had other interests, too, sir. I have no trouble mak- 
ing a living. 

Mr. Warren. This contract dated April 3, 1951, you state so far as 
you know that was signed on April 3, 1951? 

Mr. Kapow. I am guessing now. I wish you would put that in the 
record. That it ought to be about when it was, that is, when I was 
down there. 

Mr. Warren. You state this is the first contract with respect to the 
8,500 shares ? 

Mr. Kapow. That was 9,000. 

Mr. Warren. Will you read exactly what that says about the 9,000? 

Mr. Kapow (reading) : 





Mr. Kadow shall receive a retainer fee on the basis of $9,000 per year in cash, 
payable on a monthly basis, 3,000 shares of capital stock of the United States 
Tin Corp. per year, to be issued semiannually, and 3 percent of the net earnings 
of the corporation before taxes; but not on the first $300,000 of net earnings. 
Mr. Kadow shall have the option of using any portion of or all cash payments due 
him under this agreement for the purchase of treasury stock of the corporation 
at $3 per share up to a total of 20,000 shares. The option to purchase 20,000 
shares of capital stock at no more than $3 per share shall be irrevocable with 
the signing of this agreement, provided the option is exercised within 3 years 
of date hereon. This purchase limitation does not apply to stock that Mr. Kadow 
may obtain from stockholders on purchases independent of this agreement. 


Mr. Warren. Is that a contract for 3 years at 3,000 shares per year? 
Mr. Kapow. That is what it would amount to. 
Mr. Warren. Making a total of 9,000 shares? 








704 DEFENSE PRODUCTION ACT 


Mr. Kapow. Yes, sir. 

Mr. Warren. Will you read the second contract you referred to, 
and give us the date that is set forth in that contract ? 

Mr. Kapow. This one that I am reading from doesn’t have it. It is 
signed March 30, sir, the original—— 

Mr. Warren. Signed March 30 or set forth on the contract as 
March 30? 

Mr. Kapow. It was set forth. It wasn’t signed. It was set forth 
March 30. Understand, this was signed in the operation—I got up 
there, and thinking about the problem and having a chance to ) study 
the records, I decided to my satisfaction that that $3 value was not 

realistic. So I asked them to do this instead. 

Mr. Warren. This contract sets forth the date of March 30, 1951; 
that correct ? 

Mr. Kapow. That is correct. 

Mr. Warren. When was this actually signed ? 

Mr. Kapow. This one was signed quite a while after that. 

The Cuarrman. Was this one signed after the April contract? 

Mr. Kapow. Yes, sir. I asked them to predate the thing to replace 
the April one. 

Mr. Warren. This replaces the April contract ? 

Mr. Kapow. That is right. 

Mr, Warren. You don’t know when you actually signed it? 

Mr. Kapow. Is that important, Mr. Warren ? 

Mr. Warren. I think it is. 

Mr. Kapow. Why? 

Mr. Warren. I am asking the question as to when you signed the 
contract. 

Mr. Kapow. I told you I didn’t know. It was several months after. 

The Cuarrman. Why wouldn’t you sign the contract when it was 
written, presented to you? 

Mr. Kapow. I would make a guess at it for you, if you like, Mr. 
Warren. 

The Cratrman. Let me ask, Why do you have to ask about it or 
guess? Your memory has been awfully good here on some things. 

Mr. Kapow. I just don’t remember that one. There is no evasion 
here. 

The CuarrmMan. You just don’t remember ? 

Mr. Kapow. I don’t have any purpose in evading the answer to this 
one. They did it at my request, sir. I drew the contract in Juneau. I 
signed it at Juneau. I dated it in Juneau and sent it down for them 
to sign. 

Mr. Warren. Will you read what the contract—— 

Mr. Kapow. It says that 

Mr. Warren. What the March 30, 1951, contract sets forth ? 

Mr. Kapow (reading) : 

Mr. Kadow shall receive a stock bonus of 8,500 shares of capital stock of the 
United States Tin Corp. in consideration of the execution of this contract. No 
salary shall accrue to Mr. Kadow during the first year of the operation of this 
contract and thereafter until, by appropriate action, the board of directors shall 
determine the amount of salary and the date it becomes effective. Mr. Kadow 
shall have the option of using any portion of or all cash payments due him under 


this agreement for the purchase of treasury stock of the corporation at $3 per 
share up to a total of 20,000 shares. The option to purchase 20,000 shares of 
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capital stock at no more than $3 per share shall be irrevocable with the signing 
of this agreement, provided the option is exercised within 3 years of date 
hereon. This purchase limitation does not apply to stock that Mr. Kadow may 
obtain from stockholders on purchases independent of this agreement. 

I remember another reason why that was done, reading it again. I 
recall I wasn’t aware of the fact when I joined the company, Senator, 
that officers and directors weren’t to be paid. I woke up with the 
realization that I had no way of getting a salary. Then in the mean- 
time, I had made these studies of the books and suggested this word- 
ing of the contract. In other words, this contract is a little unusual 
in that the company couldn’t pay its officers, and I didn’t know that 
when I was hired. 

Mr. Warren. I have a contract here between Kenneth J. Kadow 
and the United States Tin Corp. dated the 5th day of December 1952. 

Mr. Kapnow. That is the replacement of this one, sir. 

Mr. WarkEN (reading) : 

This contract may be terminated by either party at any time for any reason 
upon 4 months’ written notice deposited in the United States mail to the directors 
of the corporation at the office of the corporation in Seattle or to Mr. Kadow, 
post office box 2554, Juneau, Alaska, as the case may be. 

Did this contract also provide for 4 months’ terminal leave ? 

Mr. Kapow. Yes, sir, both of them do. 

Mr. Warren. What is the first contract that provided for 4 months’ 
terminal leave ¢ 

Mr. Kapow. They all provide for terminal leave. 

Mr. Warren. And you have been receiving 4 months’ terminal leave 
from the United States Tin Corp. since you have been out as president ? 

Mr. Kapow, I have received part of that, yes, sir. 

Mr. Tarney. Mr. Chairman, may I be heard on this for a moment ? 
The contract is specific in saying that it could be terminated by either 
party in 4 months. There is no mention of terminal leave. That isa 
matter of legal construction. That language has an accepted meaning. 
It isn’t up to counsel, as I see it, to construe it. The courts have con- 
strued that language to mean that a man can be fired— 

Mr. Warren. I am not construing any contract. The contract will 
stand for itself. We will insert it in the record, if you want to. 

The CuHarrMan. Without objection, all three of these contracts will 
be made a part of the record. (See p. 743.) 

The Vice CHarrman. You mean, you read into that terminal leave 
even though it doesn’t mention it ? 

Mr. Tarney. Congressman, there isn’t any mention of terminal 
leave. A contract can be terminated by the action of either party 4 
months later. It means that the man stays on the payroll for 4 months 
later. 

Mr. Warren. You don’t deny that he is receiving terminal leave? 
You don’t deny that the contract provided for 4 months’ terminal 
leave? 

Mr. Tarneyr. It doesn’t mention it. There is no discussion of ter- 
minal leave. If he is told that his services would not be required after 
4 months after his connection has terminated, he must be paid up to 
that. 

Mr. Warren: Does the contract provide for 4 months’ terminal 
leave? 

Mr. Tarney. It doesn’t use the language “terminal leave” at all. 
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The Cuarrman. What language does it use? 

Mr. Tarney. It says 4 months’ notice. 

The Cuarrman. What is the difference between 4 months’ notice 
and 4 months’ terminal] leave ? 

Mr. Tarney. Terminal leave is a Government term. 

The Cuarrman. What is the argument here? As far as I am con- 
cerned it means that they say, “We don’t want you anymore and will 
pay you 4 months’ pay.” 

{r. Tarney. He would be on the payroll for 4 months. 

The Cuarrman. He wouldn’t have to work if they didn’t want him. 

The Vice CHarrMan. He was paid or is being paid ? 

The CuarrMan. Were you paid for 4 months? 

Mr. Kapow. I have been paid for 3 months. 

Mr. Tarney. There is one more coming. 

The Vice Cuarrman. That is perfectly clear. 

Mr. Warren. In connection with the 8,500 shares of stock, as I un- 
derstand it, the coritract reads that it was given to you in considera- 
tion of your agreement to sign this contract to work for the corpora- 
tion; is that correct ? 

Mr. Kapow. That is part of the consideration, yes, sir. 

Mr. Warren. That is what the contract sets forth, is it not? 

Mr. Kapow. And the rest of the consideration is to work out a sal- 
ary, yes, sir. 

Mr. Warren. Was this payment of the 8,500 shares of stock for the 
services which you performed here in Washington prior to becoming 
manager of the United States Tin Corp. ? 

Mr. Kapow. No, sir, that matter was never discussed. 

Mr. Warren. Is it customary to give 8,500 shares of stock for the 
mere signing of a contract ? 

Mr. Kapow. I have heard of 100,000 shares being given for it. 
Talk to Charlie Wilson sometime. He got it when he went there. 

Mr. Warren. What is your understanding as to why you received 
that 8,500 shares of stock ? 

Mr. Kapow. I was to work for nothing until the board of directors 
decided to pay me, sir. That is pretty clear, and that is what I did, 
except for 2,400 bucks. 

Mr. Warren. You don’t think your services here in Washington 
with expediting the loan had anything to do with the 8,500 shares of 
stock ? 

Mr. Kapow. I am positive on that, and the answer is “No,” emphat- 
ically. The matter was never discussed. 

The Vice Carman. Senator, I imagine you and I have another 
duty to perform at 12: 30. 

The CHarmman. Yes, we have a joint session of the House and 
Senate at 12:30 to hear President. Rhee of South Korea. So I think 
if there is no objection, that we ought to recess now until 2 o’clock. 

M. Tarney. Before that, if I can answer Mr. Gamble’s question 
that we were discussing, we have a situation here where GSA has 
raised a question of whether it was proper to pay Mr. Kadow for his 
last 4 months under the contract. That is my reason for laboring the 
question. 

Our feeling is that it is very clear, and there is some doubt there as 
to the question of terminal leave and how it applies to him, and so 
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on and so forth. He has been paid 3 months and they are holding 
any more under the fear that there might be some complications at- 
tached to it. We feel the contract is clear, that he could be discharged, 
terminated, or fired but he has to be paid up to that effective date. 

The Cuarrman. He did resign of his own free will? 

Mr. Tarney. They asked him to resign because of publicity. 

Mr. Kapow. I got fired after the Fulton Lewis and Senator Me- 
Carthy story which nailed me on the radio with all those false reports. 

Mr. Tarney. It was a television program. We would like to have 
the television program put in 

The Vice Cratrman. I have answered that and have told you you 
cannot put it in this hearing. It is a separate proceeding. It is a 
separate hearing. It is a separate investigation. It has nothing to 
do with that program. Mr. Kadow has his day in court, if he wants 
to pursue it, but we are not going to get mixed up in somebody else’s 
television program. 

Senator, I say this without having had a chance to confer with you. 

The CuHarrman. That is 100 percent right. 

Mr. Tarney. The specific points involved, not the question of the 
broadcast but this all related to his being terminated. 

The Cuarrman. This committee has 100 percent jurisdiction over 
the Defense Production Act, and this tin project is a 100-percent de- 
fense project. GSA is advancing the money. They have a decision 
to make here shortly as to whether they are going to advance any fur- 
ther money. So it is strictly 100 percent a defense production mat- 
ter. We shall stick to that end of it. We are not interested in any 
television programs either before or after. We have a decision to 
make. The Government has a decision to make in this matter as to 
whether they are going on with this project or whether they want to 
do something else. 

Mr. Tarney. When is the meeting going to reassemble ¢ 

The CuarrmMan. Two o'clock. 

The Vice CuHatrman. We have a vote on the tax bill. I will get 
back here as soon as I can after 2. 

The CHatrman. Congressman Gamble will be presiding all after- 
noon. 

The Vice Cuarrman. We have had two rollealls all day, and we 
have a couple or more coming and three banking and currency bills 
this afternoon. Outside of that there is nothing to do. 

The Cuarrman. We will now stand in recess until 2 o’clock. 

(Whereupon, at 11:59 a. m., the hearing recessed until 2 p. m.) 





AFTERNOON SESSION 


(The joint committee reconvened at 2 p. m.) 

The Vice Cuarrman. The committee will reconvene. Counsel, you 
go ahead with great rapidity. 

Mr. Tarney. May I make a remark or two before we start? I would 
like to ask that the committee request the Government to secure affi- 
davits from other directors out there to settle this question of when 
they screened Mr. Kadow and when they employed him. There are 
several reputable people in Seattle. I thought if some Government 
agent would go and secure their affidavits out there it would settle the 
question pretty well. 





708 DEFENSE PRODUCTION ACT 


Mr. Warren. This has been taken up one time today. 

Mr. Tarney. I am making a formal request. 

The Vice Cuamman. You say “several reputable people.” I think 
there are a lot of reputable people out there. 

Mr. Tarney. Sir, the point is well taken. I mean, who are affili- 
ated with the tin company, who were members of the board and were 
in possession of the facts. We have been asked to bring these people, 
but it is expensive. The only testimony we are interested in so far as 
we are concerned is on this particular point, and that can be covered 
by deposition or affidavits. It would seem the simplest thing would 
be for some Government office, GSA or the FBI, to take the depositions 
on this particular point. 

Mr. Warren. It occurs tome they knew about this point when they 
came here this morning. They knew it was coming up. The oppor- 
tunity was given to them for the purpose of clarifying the matter. 
They asked that the opportunity be given to them. We started off and 
gave them that opportunity. If they have anything further to pre- 
sent, I think the committee should accept it and put into the record, 
but I don’t see why.the committee should send people to Seattle to 
clarify conflicting testimony between these witnesses. 

The Vice CaarrMan. I wasn’t here when that came up. I had been 
detained. 

Mr. Kapow. You have people in Seattle, sir, that could do this well. 

Mr. Tarney. It is not a question of sending people at all. The Gov- 
ernment people are there. This committee, as I understand it, is seek- 
ing facts. It is not attempting to indict or punish anyone. Therefore, 
I believe you would be just as interested in going along as could be 
with a simple request of this kind for the purpose of determining what 
the facts are. 

Mr. Warren. The committee does not have any personnel in Seattle. 
If someone else desires to secure the affidavits, the committee will 
gladly accept them. 

Mr. Tarney. I mean, the committee could I believe address a re- 
quest properly to these Government agencies to go ahead and do that 
work. 

The Vice Cuarrman. I wasn’t here when this book was presented. 
Is that the minute book ? 

Mr. Tarney. That is correct. 

The Vice Cuarrman. What does it show? I wasn’t here when it 
was presented for evidence. 

Mr. Warren. There were 2 documents submitted, 1 dated Decem- 
ber 18, 1950, and another dated January 10, 1951, which do not set 
forth the same information that Mr. Clifford Smith testified that he 
copied from the records of the United States Tin Corp. There is a 
conflict in testimony of this witness and with Mr. Smith. (See pp. 
348, 383.) 

The Vice Crarrman. It is the same conflict we had the other day? 

Mr. Tarney. Yes. 

Mr. Warren. The two documents referred to here which were 
brought in from the files of the United States Tin Corp. were sent to 
the FBI for an examination to determine whether the signature of 
Mr. H. C. Rohrback was the same on the two documents. The director 
of the FBI advised the committee that unless there was some change 
in the physical condition of Mr. Rohrback between the time that he 
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executed the two documents, such as a stroke, that one of the docu- 
ments was a forgery. 

The Vice Cuarrman. I read that letter. 

Mr. Warren. There is obviously a conflict in the testimony of this 
witness and Mr. Clifford Smith. As to how that will be clarified, I 
don’t know, and I don’t know if affidavits will clarify it or not. [If it 
will help to do so, I assume the committee would certainly like to have 
them. 

The Vice CHarrMan. We will take it under advisement. Let’s get 
on. We will consider it. 

Mr. Tarney. Thank you, Mr. Chairman. 

Mr. Kapow. Mr. Warren, may I introduce some evidence here to 
support my position in this matter? These are the letters that show 
the transmittal of the contract and another letter related to it. 

Mr, Warren. What are the dates of those letters ? 

Mr. Tarney. The letters referred to are a letter dated March 12, 
1951, signed by Mr. Gibbon of the firm of Dickison, Bar & Gibbon, I 
presume by Mr. Gibbon. 

Mr. Kapow. It is a copy of a letter. 

Mr. Tarney. Addressed to a Mr. Wade: 


We believe we have been successful in securing the services of Mr. Kenneth 
J. Kadow of your city to become executive vice president and general manager 
of our tin operations on Lost River on the Seward Peninsula. 

Then on March 20, 1951, there is a letter from Mr. Kadow to Mr. 
W. L. Gibbon, addressed “Dear Scotty” : 

I received yours of March 12, with the proposed management contract en- 
closed, I am reworking the contract to provide a little clearer definition of some 
of the points you have enclosed and to add provisions of several major items you 
seem to have omitted. 

I am deleting a paragraph. Should I read the whole thing? 

Mr. Warren. You might as well. 


Mr. Tarney (reading) : 


I am beginning to get my teeth in the tin corporation problems and I have 
much to report when I come down. 

This is a letter from Mr. Gibbon, referred to here as “Scotty Gib- 
bon,” I believe that is the designation, addressed to Mr. Kenneth J. 
Kadow, Box 3093, Juneau, Alaska, dated March 13, 1951: 

DeaR Mr. Kapow: Enclosed herewith is management contract for your in- 
spection and comments. 

The management contract, our point being that the contract had 
not been signed as of this date and was in the preparation. 

Mr. Warren. I suggest we include them in the record as having 
been offered by the witness. 

The Vice Cuarrman. They will be inserted. (See p. 743.) 

Mr. Betirno. May I make a point on this? Their contention relates 
to a contract. We are not involved in a contract. We are involved in 
the minutes of the corporation. Mr. Smith reviewed the minutes and 
he made certain notes. None of the notes appear in any of the minutes 
that have been presented to us. I reviewed the minutes of May 1951, 
which related to the 8,500 shares going to Mr. Kadow for executing 
this contract to work for the company. There is nothing in these min- 
utes that were presented to me when I was in their office by their ac- 
countant, Mr. Stokes, from Rankin & Stokes. I think those are the 
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important things. Those minutes which were presented both to me 
and Mr. Smith have not been produced at this time, not the question 
of the other directors. It is the minutes that should be produced and 
should be in these minutes here. 

Mr. Kapow. Did you see the minute book out there? 

Mr. Bewiino. I was handed it on May 17, 1951, which related to 
your employment and granting you 8,500 shares of stock for execut- 
ing a contract to work for the United States Tin Corp. Present at 
that time was Mr. Smith, Mr. Stokes, Mr. Stokes’ assistant, and Mr. 
Schaefer walked in and out of the room. 

Mr. Tarnery. Mr. Chairman, if the idea is that these minutes have 
been adulterated or doctored in any respect, I think properly that the 
thing to do would be to bring the man in charge—— 

Mr. Betwrno. I did want to get that clear. We are involved in the 
ininutes themselves. 

Mr. Tarner. We are perfectly willing he should, if any such charges 
are made, 

Representative Brown. Did you see these minutes when you were 
there ¢ 

Mr. Beiiino. No, sir. Those- minutes were not available, They 
were not in that condition. The minutes were at that time in Mr. Gib- 
bon’s office. It wasn’t until I asked Mr. Smith that either he review 
the minutes or I would, that on his return from Alaska he visited Mr. 
Gibbon’s office, and when he reported to me in San Francisco later on 
he told me that the minutes were just one big mass of junk on a desk in 
Mr. Gibbon’s office and he had to pull them together himself and then 
extracted the notes from the minutes. 

Now, assuming Mr. Smith may have made a mistake, let’s assume 
he made a rdiatake, those minutes still should be in there, but they are 
not there 

Representative Brown. Where are those minutes? 

Mr. Kapow. I can’t answer that, Mr. Brown. If these minutes are 
not correct, I am not responsible. I know nothing about it. I have 
never seen the minute book, as far as I am concerned, until today— 
until yesterday when they came to Washington, I never saw the min- 
ute book. That isn’t my business. I am not the secretary of the 
company. My only contention before you gentlemen is I don’t care 
what is in the minute book, I am saying to you I was not employed in 
December 1950. 

Mr. Warren. Did you receive the minutes from the company ? 

Mr. Kapow. Yes, I did. 

Mr. Warren. These minutes that are here you received from—— 

Mr. Kapow. They came to Harry Fischnaller, and he was with me, 
when they came. 

Mr. Warren. Who was it addressed to? 

Mr. Kapow. Mr. Fischnaller. 

Mr. Warren. Who were the minutes addressed to was the question. 

Mr. Tarney. Mr. Fischnaller. He is chairman of the board. 

Mr. Warren. I understood they were addressed to Mr. Kadow when 
they arrived, 

Mr. Kapow. I can’t answer that, because I didn’t open them. Mr. 
Fischnaller opened them, and I then opened the minutes and looked, 
and there was nothing in the minute book which in any way, shape or 
form except what you see right here. 
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Representative Brown. That was what date? 

Mr. Kapow. Just a day or two ago. 

Mr. Tarney. Monday or Tuesday. 

Representative Brown. This week ? 

Mr. Tarney. The request was made for their production on Friday, 
and the stuff was sent by air parcel post. I think they arrived Monday. 

Mr. Kapow. They came the afternoon of the day I testified. 

Mr. Warren. Mr. Kadow, there is information in the records that 
we have which indicates that records of the United States Tin Corp. 
have been changed on numerous occasions. ‘Can anyone testify that 
these are the minutes which were the original minutes which were 
passed by the board of directors or that these resolutions are original ? 

Mr. Kapow. I can’t answer that for sure. 

Representative Brown. Of course, Mr. Smith got these minutes 
some way. The witness says himself that Mr. Smith is one of the 
finest characters he ever met. 

Mr. Kapow. I will buy that. 

Representative Brown. It is a peculiar thing to me. Smith got 
these minutes some way. 

Mr. Warren. And he referred to Mr. Kadow by name in the nota- 
tions which he made. 

Representative Brown. I take no part of that. But the funny thing 
to me is that he got these minutes, a copy of the minutes. It looks like 
somebody ought to know something about that. 

Mr. Tarney. May I submit that the secretary is the lawful man in 
charge of these. That is Gibbon. He is in charge of it and directly 
responsible. Mr. Kadow’s information is only secondhand by infer- 
ence from Mr. Gibbon and others. 

Representative Brown. That doesn’t satisfy me. Smith got these 
minutes. Nobody disputes that. What became of those minutes? 

Mr. Tarney. What I meant was, neither Mr. Kadow nor myself 
would have any knowledge of any so-called irregularities. 

Representative Brown. I am not saying that you had the knowl- 
edge. It is strange to me that out of that office Smith got a copy of 
these minutes. There is no doubt of that. Everybody agrees on that. 

Mr. Breuuino. As the counsel just pointed out, this is a letter dated 
May 28, 1952, in which Mr. Kadow writes to Mr. Gibbon and says: 


I like the idea of the motion— 
he is talking about the corporate minutes— 


but would sure like it taken out of the October 31 minutes and placed in at some 
future date. 

This communication definitely indicates that they treat those min- 
utes in any way they would like to. 

Representative Brown. Who signed that letter? 

Mr. Beiurno. This is Mr. Kadow’s letter. 

Representative Brown. What is the explanation for that ? 

Mr. Kapow. What is the subject matter being discussed, sir? 

Mr. Warren. The question of whether the minutes were properly 
kept. 

Mr. Kapow. I think I can answer that very readily. They have 
been very badly kept, sir. I don’t think there is any doubt about that. 
But, again, I go back to what I said to you earlier, what do you expect 
when you won’t allow any payments of salaries for officers? Are they 
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ge to work for nothing? That is why they weren't kept well. 
When we began to get payments for officers, we began to get some ac- 
tion on them. 
Representative Brown. Off the record. 
( Discussion off the record. ) 

Mr. Warren. Can you explain what Mr. Bellino has just said? 

Mr. Kapow. I don’t know what the letter is about. 

Mr. Tarney. May I read the letter ? 

Mr. Kapow. Mr. Bellino has just read it. 

Representative Brown. Let the witness read the letter. 

Mr. Kapow (reading) : 

There are some shortcomings in the corporation minutes that should be cor- 
rected either by corrective action or as new business in the forthcoming stock- 
holders and directors meeting. The minutes do not show that we elected Mike 
Walsh a director. This ought to be done for the April 4 meeting but no later 
than the last one. 

The reason for that request was that the man was already function- 
ing asa director. You can’t show it after he functions. 

Mr. Warren. Was that the part Mr. Bellino read ? 

Mr. Kapow (reading) : 

Correct the minutes on my stock offer to reflect the sense of my letter. As I 
recall it, I offered to purchase all my corporation stock on option still outstand- 
ing. At that time it amounted to 22,000 shares for the sum of $22,600. 

The wording used by you for your call to stockholders meeting is perfect. It 
does not name the number of shares held by you. This I prefer because that 
transaction is supposed to be complete so far as the company is concerned. If 
you can do so, use the same wording. It will keep me out of tax trouble. You 
could leave it as is if we all understand what the actual deal is. 

Would you like to have me explain that, sir? 

Mr. Warren. Sure. 

Ma. Kapow. It should be clear and obvious to you all that if you 
have a corporation in which the stock value is not determined in any 
manner whatsoever by the stock sales, in other words, if there is no 
volume of sales, and-you have these stocks and somebody like Mr. 
Fischnaller, who is an infernal optimist anyway, Harry puts a value 
on the stock at so much, I told you earlier that when I joined the com- 
yany I had no way of knowing whether the stock was worth 1 cent or 
$3 or $30. I would never have joined United States Tin if I hadn’t 
thought it was going to be a marvelous venture in the long run. 

So my concern was whether I was being paid with 25-cent stock 
or whether I was being paid with $25 stock. It is perfectly obvious 
that if you get paid by stock after the value is up that you are stuck 
with it. You are stuck with paying income tax on the value of the 
stock. 

Representative Brown. You made a suggestion that he correct the 
minutes to show so and so? 

Mr. Kapow. Yes. 

Mr. Brown. Where are those minutes before they were corrected ? 

Mr. Kapow. I don’t know, but these minutes have no bearing on 
when I was hired, Mr. Brown. 

Representative Brown. These are the minutes that you have here 
with you that were corrected after the gentleman received that letter, 
is that right? 

Mr. Kapow. I don’t know if he ever corrected them. I was refer- 
ring to the call for a stocholders’ meeting at which time I had agreed 
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in my call to the stockholders’ meeting to buy $22,600 worth of stock 
if that much money was needed to match DMEA. The wording for 
that call for stock was all right, but the minutes that he had drawn 
up from the meeting didn’t reflect accurately the wording that was in 
the call for stock. , 

Representative Brown. What became of the original minutes up to 
the time that you had asked them to be corrected and where are the 
corrected minutes ? 

Mr. Kapow. I can’t answer that. But I can tell you this was an in- 
terim between two stockholders’ meetings, or two meetings. The min- 
utes would not have been read and approved by the stockholders un- 
til the following meeting. I was making a suggestion to Scotty in 
line with the action of the stockholders. There is nothing unusual 
about that, Mr. Brown. It is done all the time. 

Representative Brown. There is something unusual when you have 
two sets of minutes. . 

Mr. Kapow. You don’t have. 

Representative Brown. But you suggest they be corrected. 

Mr. Kapvow. They are not minutes until they are accepted by the 
board, and these weren’t accepted yet. You have to have a meeting. 
The secretary writes the minutes, the following meeting you read the 
minutes and you ask the people present, “Any objection to these min- 
utes.” This was my objection, sir, and it was registered. 

Mr. Betzrno. Mr. Brown, in this same letter he says, “I don’t see 
why you don’t strike the minutes of June 29, 1951, and instead go back 
to those of May 29, 1951.” 

Representative Brown. What is your explanation of that? 

Mr. Kapow. I don’t know what is being referred to there now, Mr. 
Congressman. I can assure you it is not referring to my contract, and 
that is what we are arguing about. 

Representative Brown. Read that letter and see if you can ex- 
plain it. 

Mr. Tarney. If you please, Mr. Chairman, perhaps he better read 
the rest of the letter. 

Mr. Kapow. Thethird paragraph starts: 

If someone else signs the contract with the Government on exploration loan 
be sure and send a corporate resolution along with it. In this connection, your 
corporate action under date of October 31, 1951, indicating any two officers of 
the corporation consisting of president, vice president, secretary or treasurer 
are authorized to sign evidences of indebtedness and to execute contract con- 
veyances or commitments on behalf of the corporation has not been followed 
to date. 

In the first place, I forgot about the action. In the second place, it hasn’t 
been easy to carry out, although I am sure it could have been. I like the idea of 
the motion, but would sure like it taken out of the October minutes and placed 
at some future date. I would like to make all the notes I have executed legal. 
I think all of the contracts are legal in that each represented separate board 
action. Clean up this situation, Scotty, so it is good for fast but proper action. 

That is very clear. 

Representative Brown. That is very clear, but the thing that is not 
clear to me is that you asked him to take certain things out of the 
minutes. I would like to see those minutes and see the minutes before 
you took those things out. That is what we want. 

Mr. Kapow. I don’t know whether that can be produced or not. 
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pemresentaiiia Brown. That is the whole question. I am trying 
to help you get the truth. We just want the truth. 

Mr. Kapow. I don’t think there is any question but what we changed 
minutes quite frequently. The situation in this corporation is quite 
different from most. There are 4 or 5 men who own all the stock, 
practically. You can sit down with 4 or 5 men and in a minute you 
have the effect of a director’s meeting. 

Representative Brown. That may be all true. By your own testi- 
mony there was evidently two set of minutes. You have one and 


Smith brought a copy of the other. By your own testimony there were 
two sets of minutes. 


Mr. Kapow. I don’t know that. 

Representative Brown. I think that ought to be cleared up by 
somebody. 

Mr, Warren. Mr. Chairman, I suggest this letter be made a part of 
the record, the letter dated May 28, 1952, addressed to Mr. W. L. Gib- 
bon and signed by Kenneth J. Kadow. (See p. 755.) 

The Vice Cuairman. Are those minutes that you are referring to in 
this? 

Mr. Kapow. I presume they are. 

The Vice Cuarrman. Let’s not presume. Let somebody find out. 

Mr. Kapow. Mr. Gamble, I know nothing about the minutes. I 
don’t keep them, sir. I wouldn’t care to testify on the minutes, except 
to explain the letter I wrote. I think you should either call the secre- 
tary or get testimony from 

Representative Brown. We are having a roll call. 

The Vice CuarrMan. We will be right back, then. 

(A short recess was taken.) 

Mr. Warren. Mr. Kadow, on the 8,500 shares of stock you received 
from United States Tin Corp. for signing the contract 

Mr. Kapow. And working for 18 months, sir. 

Mr. Warren. Did you sell the stock ? 

Mr. Kapow. I can’t answer that, Mr. Warren. The stock records 
that I have are not with me. I have sold, I believe, only—I could be 
wrong about this—I think I have sold only the stock I paid $3 for, 
and I sold it in all instances at $3 except one, and I think it was $3.45. 

Mr. Warren. How much stock have you bought in the United States 
Tin Corp. ? 

Mr. Kapow. I can’t answer that either, but I can tell you how much 
I still got. I got 265,000 shares. 

Mr. Warren. And how much would that be in the old stock? 

Mr. Kapow. 26,500. 

Mr. Warren. I have an expense account here dated November 1, 
1951, through December 23, 1951. It sets out numerous expenses on a 
trip to Washington, giving a total, including your plane fare here and 
return, I assume, for $1,624.12. On this expense account numerous 
people were entertained. Were these Government employees or offi- 
cials? 

M. Kapow. May I see the thing, sir? 

Mr. Tarney. Mr. Chairman, this is a masterpiece of accounting. 

Mr. Kapow. I can’t see anything on here, Mr. Warren, which would 
tell me whether it was or not. I think it is reasonable to suppose there 
was some involved. 
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Mr. Warren. Business entertainment, cocktails for six, charged to 
the General Services Administration eventually. Business entertain- 
ment, $7.80. Business and drinks, $8. Business entertainment for 
Lorain, $17. That would be for Mr. S. H. Lorain, would it? 

Mr. Kapow. I think so. 

Mr. Warren. Bureau of Mines? 

Mr. Kapow. A very dear friend of mine, yes. 

Mr. Warren. Why do you think it was nec essary to charge this ex- 
pense to the General Services Administration ? 

Mr. Kapow. It was not charged to the General Services Administra- 
tion, Mr. Warren. Thisisa private corporation. 

Mr. Warren. They paid the bill, didn’t they ? 

Mr. Kapow. I don’t think that is the way to answer it. 

Mr. Warren. Did they approve this expense account ? 

Mr. Kapow. They paid it. 

Mr. Warren. Did they write you a letter and say these expenses 
could not be allowed in the future ? 

Mr. Kapow. Yes. 

Mr. Warren. Then how did you charge your expenses thereafter? 

Mr. Kapow. I don’t charge them anymore to the United States Tin 
Corp. 

Mr. Warren. The records of the General Services Administration 
indicate that thereafter you submitted lump sum checks for $500, $250, 
$300, is that correct ? 

Mr. Kapow. I don’t even know what you are talking about, now, Mr. 
Warren. That is something foreign to my understanding. What do 
you mean ? 

Mr. Warren. How did you charge your expenses after December 
1951? 

Mr. Kapow. The same as before. 

Mr. Warren. Did you itemize your expenses ? 

Mr. Kapow, Certainly, always. 

Mr. Warren. The General Services Administration does not have 
an itemized account of your expenses, 

Mr. Kapow. Well, they could have gotten it if they wanted it. They 
were paid against itemized accounts. 

Mr. Warren. Was the reason that these expenses were no longer 
itemized to keep from putting someone on the spot in the General 
Services Administration ? 

Mr. Kapow. The answer is definitely no, Mr. Warren, because I en- 
tertained people as part of a normal way of doing things, and I have 
at no time entertained people with the thought that that was going to 
buy their cooperation in my work. I just don’t do it that way. 

Mr. Warren. You do entertain them ? 

Mr. Kapow. Why, a great deal. I entertain hundreds of people 
every year and get entertained. 

Mr. Warren. Who did you entertain here in Washington in No- 
vember and December of 1951 ? 

Mr. Kapow. I can think of some that might have been involved. 
I have my memory refreshed on the account. I think we had Assist- 
ant, Secretary Warne, Mr. Lorain, not at the same time, though, Dele- 
gate Bartlett. I have entertained the Hoffs occasionally and have 
been entertained. I entertained Mr. and Mrs. Weigh. 

Mr. Warren. Did you entertain Mr. Nicoll? 
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Mr. Kapow. Yes. 

Mr. Warren. Mr. R. D. Mason? 

Mr. Kapow. I don’t think I ever entertained Mr. Mason while he 
was ever having anything to do with my work. I have entertained 
Mr. Mason and have been entertained by him. I recall that was at a 
later period than when he had anything to do with me. Mr. DePerio. 

Mr. Warren. Who is he ? 

Mr. Kapow. He used to be my assistant in Alaska. I remember dis- 
cussing matters of Government administration with him because he 
is a very marvelous expert on it and so is Mr. Weigh. 

Mr. Warren. What was the purpose of all this expenditure? Were 
you selling any of these people tin, or buying anything from them, 
or what were you entertaining them for ? 

Mr. Kapow. Friends. 

Mr. Warren. What was the business purpose insofar as the United 
States Government is concerned when they approved these expense 
accounts ¢ 

Mr. Kapow. Yousee, Mr. Warren 

Mr. Warren. I understand this is a private corporation but it is 
Government money that is involved. 

Representative Brown. He was on the Government payroll at that 
time ¢ 

Mr. Kapow. I had no connection with the Government at that 
time. I was working for the United States Tin Corp. with no salary 
except stock. And one normal consideration in working for a corpo- 
ration that you have is a little latitude with your expense account. 
I was not aware of the fact. that this was going to embarrass anybody 
until I got an order from General Services not to do it anymore. And 
I don’t believe I ever charged a nickel’s entertainment beyond that 
date. 

Mr. Warren. Is this a salary or expenses? 

Mr. Kapow. Did you ever work for a private company, sir? Is it 
both? When you join a company, the right to have an expense ac- 
count is an integral part of the consideration that you work for. 
Everybody knows that. 

Mr. Warren. You knew when you went in the United States Tin 
Corp. that the contract that the United States Tin Corp. had with the 
General Services Administration did not provide for a salary; did 
you not ? 

Mr. Kapow. I am afraid the answer to that is no. But I wouldn’t 
want to go under oath on it because I don’t know exactly when I found 
it out. I do know that my original contract was executed without 
any knowledge of the thing not providing a salary. That was one of 
the reasons why the contract was changed from the payment of money 
at $9,000 a yearover to a payment in stock with no money. I cannot 
testify here this moment as to exactly when I got wise to that. But ] 
know it was a fact that I learned it afterward. 

In fact, I was pretty mad at Mr. Fischnaller who was then the presi- 
dent for not paying my salary. I learned through that mechanism 
that the salary was not to be paid. There is a little further explana- 

tion, Mr. Warren. I was both the general manager and an executive 
vice president. The general manager part you can pay. But we de- 
cided you couldn’t pay it because I was also an executive vice presi- 
dent. That is why I didn’t get paid salary for 18 months. 
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Mr. Warren. What is your excuse for spending this much money / 

Mr. Kapow. This isn’t much money. 

Mr. WarreN. For expenses, that you did not receive a salary, is 
that correct ¢ 

Mr. Kapow. Do you know anybody that lives in Washington for 
2 months at $1,600, and you call that much? I live over here at a 
hotel at $5 a night just to save the Government and the company 
money. Youcan't call an expense account for 60 days 

Mr. Warren. How much were your total expenses during the time 
that you did not draw a salary in the United States Tin Corp. ? 

Mr. Kapow. I don’t get that question, sir. 

Mr. Warren. How much did you receive in expenses from the 
United States Tin Corp. ? 

Mr. Kapow. Quite a lot. I was in travel status almost constantly 
on United States Tin business. 

Mr. Warren. Where did you go? 

Mr. Kapow. I went to Lost River 19 or 20 times. I think I came 
to Washington 8 or 10 times. I was in Seattle dozens of times. I don’t 
think I have ever been home more than a third or a quarter of my time. 

Mr. Warren. Do you think that if you had been at the tin mine 
more this project might have succeeded better ? 

Mr. Kapow. Mr. Warren, I have no apologies to offer for United 
States Tin. My board of directors have done nothing but compliment 
me, sir, and I am proud of my operation of this. If you knew our 
troubles you would think I did a pretty good job, sir. 

Mr. Warren. In reading the minutes there I believe it was in the 
year 1952-——— 

Mr. Kapow. I know. 

Mr. Warren. That the executive committee of the United States 
Tin Corp. instructed one of the officials of the United States Tin Corp. 
to contact you and to tell you that the mine was in a state of chaos and 
it was your responsibility to do something about it. 

Mr. Kapow. Would you like that explained, sir? 

Mr. Warren. Yes. 

Mr. Kapow. Mr. Fischnaller is a little bit excitable. I had only 
returned from the mine about 2 or 3 weeks before. We had dozens of 
reports to be written, drawings had to be prepared. A thousand other 
things had to be done. I was in Juneau doing those things when the 
letter was received from Mr. Sorensen. Mr. Sorensen is a marvelous 
and a competent engineer but he is also a kind of Calamity Jane. 
Every time that things don’t just go right, Paul writes a letter down 
there that scares the living daylights out of Mr. Fischnaller. They 
ordered me up there. I got a little provoked about it, but I went up 
and when I got there every cussed thing that Sorensen had cried about 
was already done. So I came back. Does that answer your question, 
sir? Ithink youcan get that supported by the board. 

Mr. Warren. In connection with your statement that the officials of 
the United States Tin Corp. had been entirely pleased with your 
services—— 

Mr. Kapow. May I read a statement, Mr. Gamble, for the record ? 
This is a statement made on my behalf when I was asked to leave the 
company. I think it reflects 100 percent the attitude of the United 
States Tin Corp. 
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Mr. Warren. I think in that connection we have already put it in 
the record a statement where Mr. Fischnaller sent out a letter to the 
stockholders stating that you were to return to the corporation after 
this investigation was over. So I would assume from that that at that 
time they wished for you to return. 

Mr. Kapow. Could I read this letter into the record? I would like 
it in the record. It is only a paragraph long. It is a letter to the 
stockholders. It represents the attitude of about 95 percent of the 
stockholders—I mean, of the stock, and all of the directors. 

The Vice Cuarrman. When is it dated ? 

Mr. Kapow. April 16, or thereabouts. 

The Vice Carman. Who signed it? 

Mr. Kapow. Harry Fischnaller, the charmain of the board. 

The Vice Cuarrman. Is that the same thing we had in the record? 

Mr. Prerce. It is already in the record. 

Mr. Kapow. It is only a paragraph. This is a statement in the 
United States Tin Corp. stockholders’ report of April : 

Kenneth J. Kadow, president, general manager, and director for the last 8 
years, was asked by the General Services Administration and the board of direc- 
tors to step out of the management of the United States Tin Corp. until the 
McCarthy committee charges against him are cleared up. Insofar as these 
charges involve this corporation we can assure you that they are without merit 
or justification. Furthermore, your board of directors have nothing but confi- 
dence in the honesty and management ability of Mr. Kadow and want it clearly 
understood by all that the above action by the General Services Administration 
and the board of directors is not intended to indicate credence of the charges 
made. We are hopeful that Mr. Kadow will return to his job with us as soon 
as the hearings are over and his name is cleared. Accordingly, no effort to re- 
place him will be made at this time. 

I think that is an accurate appraisal of how United States Tin feels 
about my management. 

Mr. Warren. Mr. Bellino, will you state the figures that you have 
with respect to the expenses that Mr. Kadow recéived and the dates? 

Mr. Bextxirno. I might mention first, that the total deposits of Mr. 
Kadow in his bank account for 1950, 1951, 1952, and 1953, up until 
the time that I examined his records, which was sometime in Novem- 
ber 1953, the total deposits were $211,945.29. 

Mr. Warren. That is for what period of time? 

Mr. Betirno. A little less than 3 years. 

Mr. Tarney. This is not all expenses? 

Representative Brown. What is the total? 

Mr. Berxtno. The total deposits were $211,945.29. Of that sum 
$25,000 was transferred from one bank account to another. So his 
net. deposits were approximately $186,000. Total expenses that he 
charged various companies during this period and for which he was 
reimbursed amount to $62,491.21. 

Mr. Warren. For expenses? 

Mr. Betirno. For expenses. Of that much $32,841.83 was charged 
to the United States Tin Corp. 

Mr. Tarney. What period ? 

Mr. Betxro. 1951, 1952, and 1953. 

Mr. Warren. That is more than $10,000 a year expenses to Mr. 
Kadow from the United States Tin Corp.; is that correct? 

Mr. Betirno. Yes. 

Representative Brown. Off the record. 
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( Discussion off the record.) 

Mr. Kapow. Could I comment on the record on this expense thing? 
Mr. Gamble, do you wish to hear my comments or not on that ? 

The Vice Cuamman. Yes, go ahead. Make it as short as possible. 

Mr. Kanow. I have never heard a more preposterous approach to 
that matter. I run the Alaska Consultant & Development Co. My 
business is the development business. I hire engineers. I hire techni- 
cal surveys. I do all sorts of things. O.K. I travel for the Mortensen 
Co. on their behalf and run up bills on their behalf. They all go 
through my Consultant & Development Co. simply to keep the records 
straight. I also sold stock the same way. For instance, I have thirty 
or forty aaa shares of stock at $3. I didn’t have the money to buy 
the stock. I asked many people if they wanted to exercise the option, 
people who were hammering at me for stock all the time. They simply 
give me the money and I get the stock out of my option. Those records 
show that. 

I have prepared, and I would be very happy to put in the record, 
the Kadow family financial statement in 1948. I have prepared it 
again in 1951 when I left the Government, and it shows a net loss. I 
have prepared it again as of, I think, July the Ist of this year. What 
meaning has expenses got if you don’t take—— 

Mr. Warren. What about the statement you filed with the bank 
for the purpose of obtaining loans ? 

Mr. Kapow. That is an auditor’s statement, not mine. I am a little 
optimistic about my assets sometimes, because one time I thought the 
tin stock was going to be worth 100 bucks a share and I wouldn’t 
have hesitated to say so, and I still think it will if given a chance. 
My statements are based upon my honest appraisal of the market 
value of the things I own. I will be perfectly frank with you, sir, 
sometimes it doesn’t work out that way. This statement is my costs. 
This is an auditor’s remark. Here they are. 

Mr. Warren. Mr. Kadow, do we understand that we have to first 
inquire as to whether the statement is correct or incorrect when you 
file one? When you file a financial statement, it is a correct state- 
ment or not correct ? 

Mr. Kapow. It is correct at the time I file it, based on a true mar- 
ket value of the assets I have. If something major happens, that 
doesn’t make those things come out that way, and it may no longer 
be correct. 

Mr. Warren. Do you know of any bank that would accept a finan- 
cial statement other than on the present facts? 

Mr. Kapow. Sir, I have never had any trouble with banks because 
they know my assets and they know me and they know the value of 
them. 

Mr. Warren. Do you expect a bank to accept a statement on what 
you hope to own in the future ? 

Mr. Kapow. A pro forma financial statement is nothing else, sir, and 
Thave filed many of them. 

Mr. Betrrno. Mr Counsel, may I just read this one financial state- 
ment that he refers to as a pro forma financial statement ? 

The Vice Cuarrman. Do-it quickly. I would like to get on with 
some other things. 

Mr. Tarney. Mr. Chairman, all these facts about his gross bank 
account are so incomplete. All this does is have a little tendency to 
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give a distorted picture. It has nothing to do with the inquiry. 
His personal assets are not concerned in this. 

Mr. Kapow. The Internal Revenue Department had a criminal man 
up there, an auditor, and I am satisfied that they did an honest 
job of auditing my assets. I don’t know why we just don’t let that 
subject go for that time. I am anxious today, sir, with your permis- 
sion, to prove beyond a shadow of a doubt that I was not in the tin 
company when December came along. 

The Vice Cuarrman. There is a lot more involved in this thing 
than just that one point. 

Mr. Kapow. I will answer anything you want. 

Mr. Warren. My purpose is in showing the method of operation 
by Mr. Kadow and by the United States Tin Corp. 

The Vice Cuatrman. Then go ahead and read it. 

Mr. Betuino. This is a copy of a letter which I saw in Mr. Kadow’s 
file that he had in his desk drawer and he handed it to me and I asked 
him if I could copy it. It is a financial statement, dated September 
2, 1949, which was submitted to Mr. J. E. Dougherty, vice president 
of the Farmers Trust Co. at Newark, Del. He showed Government 
bonds, $5,000; cash in bank, $6,000 (balance in saving account after 
present deal is consummated ) ; stocks, $179,000. 

Representative Brown. Stocks in what? 

Mr. Bexurno. Including controlling stock in a new housing project. 
The $179,000 figure represents the actual purchase value of the stock. 
Since none of these stocks are listed on the market true par value today 
can only be judged by their worth in capita! assets which materially 
exceed the $179,000 figure. Some of the companies are fairly new and 
have not yet paid dividends. Cash value of insurance above, $12,000. 
Real estate in Newark, Del., 62 lots, $31,000. Cabin cruiser, $5,000. 
Notes receivable, $6,000 ($3,000 of these are overdue and may not be 
collected). Personal property and auto, $10,000. Net assets, $264,000. 
At the present time I have no outstanding liabilities but will have a 
$7,000 short-term note with you once the new housing project gets 
underway. 

When I got in touch with the bank at Newark, Del., I found the 
did not have the original of this financial statement, a copy of which 
I had seen in Mr. Kadow’s files. However, they subsequently sent me 
a letter in which Mr. Kadow stated that a year after the housing proj- 
ect failed to materialize he and his wife called at the bank and the 
bank returned this letter to them. Mr. Dougherty said that is not 
true, that they just don’t remember this particular letter in any way 
and they definitely don’t remember ever turning any letter back to 
Mr. Kadow. Those are the facts in regard to this particular financial 
statement that he has referred to as a pro forma balance sheet. I 
think when he says that actual purchase value of his stock is pretty 
definite. 

Mr. Warren. You have a second letter which he forwarded to a 
bank with respect to another financial statement ? 

Mr. Beturno. Yes, sir. 

Mr. Warren. Will you identify that and read it? 

Mr. Bexxirno. Do you have in mind the letter which the United 
States Tin Corp. sent to the-—— 

Mr. Warren. That is correct. 
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Mr. Beturno. This was a letter from Mr. Gibbon as secretary and 
attorney of the United States Tin Corp. to the Alaska Federal Sav- 
ings & Loan Association. I might first read the letter from Mr. Kadow 
to Mr. J. Gilmore of the United States Tin Corp. : 

If anybody from the Alaska Federal Savings & Loan Association comes in and 
asks what my connection with United States Tin Corp. is, tell them, (1) director 
and president. 

This I might say is August 1952. 

Mr. Warren. Isthere a date on that note / 

Mr. Betirno. No, the letter eventually went out as dated August 
1952. 1 

2) Salary, $18,000 this year guaranteed, with 3 percent of the net estimated 
for next year at no less than $60,000, This will help me greatly and won’t hurt 
anybody. Thanks. 

KEN. 

At that time he was not receiving a salary from “7 United States 
Tin Corp. in August 1952. It was not until October 1, 1952. But the 
letter subsequently went out to the Alaska Federal deed & Loan 
Association for Juneau, by Mr. Gibbon where he said that he was 
employed for 18 months as president, director, and stockholder, with 
3 percent of the net before taxes, with $18,000 minimum estimated 
salary and the next 12 months is $60,000. Long-range possibilities of 
continued employment excellent. Board of directors and stockholders 
very satisfied with Kadow’s services, 

Mr. Tarney. I don’t see what connection that has 

Mr. Warren. I think it is very pertinent in connection with the 
operation of this company as to the manner in which it was operated. 

Mr. Kapow. It has nothing to do with the company. 

Mr. Tarney. I don’t understand- 

Mr. Wareen. Were you connected with the company at that time? 

Mr. Kapow. I certainly was president and director, and I was get- 
ting stock in payment for salary. He already testified 1 made $200,- 
000. So what are you arguing about 18 for ¢ 

Mr. Waxanx. Are the facts set forth in the letter which Mr. Gibbon 
wrote accurate ? 

Mr. Kapow. They are accurate facts concerning my basic income. 

Mr. Warren. But you are basing that on the stock that you received, 
aren’t you? 

Mr. Kapow. No, my contract calls for a participation in the profits. 
You have only to ask GSA if you don’t think we thought we were 
going to make some. We were optimistic in those days. 

Mr. Warren. Why did you make the statement that it wouldn’t 
hurt anybody ? 

Mr. Kapow. Because I was making more money than that right 
then. I had other sources of income. The point was I was simply 
taking my salary in stock. So what? 

Mr. Warren. You said earlier the stock was worth 25 cents. You 
are jacking it up 

Mr. Kapow. be 1952, the stock was selling at 45 or 50 cents a share. 
People sold the old stuff—it was going as high as $4, $4.50, $5, and 
I could have sold every share of stock I had i . the United States Tin 
Corp. in 1952 and 1953 for a minimum of $3 a share, every blooming 
share of it. 
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Mr. Warren. When you received it, did you value it at that price? 

Mr. Kapow. I didn’t receive it in 1952, and I didn’t have that salary 
when I received it. I told you already it doesn’t have that value today. 
Stock is worth what you can get for it and not what value you place 
on it. 

Mr. Warren. In connection with the water supply at the mine, let 
me read this letter. This is a letter dated February 23, 1952, to Paul 
N. Sorensen, from Mr. Kenneth J. Kadow : 


Washington, D. C., was still stewing about water supply. I told them to quit 
worrying. That we had pumped the spring for several hours at 300 gallons per 
minute with no visible effect on the supply. I know I told them a little white 
one, but you were so sure we had plenty of water that I just took a chance. If 
asked, I would appreciate something that backs me up if your conscience won't 
hurt too badly. I said we did so in December, and if an actual test doesn’t bear 
me out we could say conditions are always worse in March, hence the difference 


in results, 

What is your answer as to that statement ? 

Representative Brown. Who made that statement ? 

Mr. Kapow. I made that, Mr. Brown. 

The Vice Cuarrman. In a written report? 

Mr. Kapow. Let me answer it this way. 

The Vice Cuarrman. Is that a written report ? 

Mr. Kapow. In a letter to Mr. Sorensen. 

The Vice CHarrMan. What is the date of it ? 

Mr. Warren. February 23, 1952. 

Mr. Kapow. I am constantly communicating or have been between 
the mine, Seattle and Washington. When I go to the mine I have a 
pretty good idea of what I am going there for. At this particular time, 
or a long time before this, sometime in 1951, Mr. Sorensen had told 
me he had measured the water. I come down here and I told Mr. Mann 
or Mr. Brussolo that he had pumped the water. What happened was 
that I got to thinking about that afterward and I realized that to an 
engineer pumping the water means one thing. It is a very different 
thing than what Sorensen might have done. I knew he had measured. 
As it turned out, Sorensen had actually measured the water, as he told 
me, but he had measured it with a weir. The measurement he got 
was around seven or eight hundred gallons in December. It was a 
guess. It was still high in February. I am telling you now the facts. 
I didn’t know all those facts at the time. I just knew he said there was 
enough water, and I came in here and told these gentlemen they had 
pumped in. Pumping and a weir is not the same. I was wanting him 
to give me some data to support the situation. He wrote back and 
gave me the data. I told it to GSA, and subsequently GSA’s people 
were there and I think got Sorensen’s own words. 

Mr. Warren. What do you mean by a little white one ? 

Mr. Kapow. Isn’t it a little white lie when you are talking to an 
engineer and you say you pumped something Versus another method 
of measure. I don’t see anything significant in that. The water is 
there. It has always been. 

Mr. Warren. You don’t see any significance in the fact that you 
told a little white one—— 

Mr. Kapow. I explained what the white one was, how bad it is. 

Mr. Warren. That you were sure that the water was there and you 
later asked Mr. Sorensen to back you up in what you told? 


ee 


Vaid a iat le 


at. sdahiadint * 





Mr. I 
coming 


to send 
to GSA 

Mr. ‘ 
would ] 
to Mr. I 


We m 
providin 
Please ! 
want it 
many fr 

You 
GSA. « 

Mr. 
please 

Mr. 
ber 4, | 
Mr. 
what? 
Mr. 
was pI 
Mr. 
Mr. 
Mr. 
make 
minis 
ing to 
Mr 
Mr 
If it 
me, a 
whicl 
wate! 
If we 
adeqt 
said, 
one ¢ 
wher 
Mi 
Gum 
M 
1952 
wate 
the | 
plies 
year 
shaf 

off 3 

actl 

Tun 

1 
talk 
ides 





DEFENSE PRODUCTION ACT 723 


Mr. Kapow. I didn’t care about him backing me up in the sense of 
coming back and saying it was pumped. All I wanted him to do was 
to send me some data which he did do, and the data was presented 
to GSA. 

Mr. Warren. In this connection, with your method of operation, I 
would like to read from a confidential report dated September 4, 1951, 
to Mr. Harry Fischnaller from Mr. Kenneth J. Kadow : 

We may get shut down this winter because of no water, but rot a second winter 
providing we catch the early flood water to build up our supplies in the reservoir. 
Please read this letter, show it to all interested and then destroy it. I do not 
want it in your files for someone to misunderstand. It might cost some of our 
many friends embarrassment. 

You didn’t want to be embarrassed about your water supply with 
GSA, did you? 

Mr. Kapow. I don’t know what the letter is about yet. Would you 
please read the rest of it ? 

Mr. Warren. This is about the water supply. It is dated Septem- 
ber 4, 1951, to Harry Fischnaller from you. 

Mr. Tarney. May I ask about these dates? The previous was dated 
what? I don’t have the sequence. 

Mr. Warren. The previous letter was dated February 3, 1952. This 
was prior to that time, on September 4, 1951. 

Mr. Tarney. This is an earlier letter than the one you read before? 

Mr. Warren. Yes. 

Mr. Kapow. Mr. Gamble, apropos of the water, I should like to 
make this insertion here. About July 1951, the General Services Ad- 
ministration asked me what the water situation was. I recall talk- 
ing to several members, and I remember 

Mr. Warren. Who asked you about that in July 1951, what person ? 

Mr. Kapow. I think Mr. Mann asked me. Mr. Brussolo asked me. 
If it wasn’t Brussolo, it must have been Bourret. Mr. Nicoll asked 
me, and I was asked officially to put a letter in writing to Mr. Gumbel, 
which I did. I submitted the letter that we were not worried about 
water in the long run, because we expected to get water in the mine. 
If we didn’t get water in the mine, we were pretty sure we had an 
adequate supply down at the airport. That 1 think is all the letter 
said, but I do know that these engineers in the Government also knew 
one other thing, and that is I had secured engineering to build a dam 
where we could have stored 

Mr. Warren. This is 1952, isn’t it, July 1952, that you wrote Mr. 
Gumbel ? 

Mr. Kapow. That might be, but I wouldn’t swear by it. If it is 
1952, it is 1952. You have the letter. I am just saying that this 
water thing is not the big mess it had been made out to be. Here is 
the situation in at nutshell. We go in here. Mr. Fischnaller’s ap- 
plication says that water is available. This mine had been operated 
years before in the form of another company. They had sunk the 
shaft. They were making water and pumping water. You are way 
off in the sticks. The records weren’t very good. Nobody knew ex- 
actly how much was being pumped. But it was being pumped, as 
T understand it. 

Then they hit a big gusher of water and it flooded them out. I 
talked to some of the old-timers. Others talked to them. And the 
idea was that there was water at least 100 gallons a minute and prob- 
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ably 300. That was our guesstimate of water in the mine. We also 
knew that water runs on the surface all the time down below the 
camp. Again, we did not know exactly how much. Mr, Sorensen 
was asked to measure it. He told me he measured it. I come down 
here and said it was pumped. But even assuming then there was not 
enough water I had engineering done for a dam to put 100 million 
gallons in there. All those things were safeguards, and I am positive 
that people in the Government knew these problems and have shared 
them with me. 

Mr. Warren. Is that your explanation as to why you wanted to de- 
stroy this letter, because somebody might misunderstand it and cause 
embarrassment ? 

Mr. Kapow. I don’t know—is that all there is in that letter? That 
doesn’t tell me anything. 

Mr. Betirno. Here is the letter. 

Mr. Kapow. I sure wish it was destroyed. You can see what I 
meant. 

The Vice Cuarrman. It isa little confusing. 

Mr. Kapow. The thing that bothers me—— 

The Vice Cuatrman. I should think a lot of it would bother you. 

Mr. Kapow. It does. You have a tremendous distance in com- 
munication. 

The Vicn Cuarrman. I realize that. 

Mr. Kapow. I get lots of letters in here—I have lots of letters where 
Sorensen is writing reports. If you are a mining engineer stuck way 
up there in the Arctic, and everything seems to be going wrong, the 
reports come down. Sometimes he would write me reports that the- 
oretically I should give to GSA, and they didn’t mention one darned 
thing. The whole report is talking about his headaches. What kind 
of report would that be be for me to put in? I say to him, I write 
back and say, “Quit stressing your headaches. Get the facts down 
here.” 

The Vick Cuarrman. No one seems to have gotten any tin out. 
Let’s get some output. 

Mr. Kapow. We certainly broke our necks to do it. I am satisfied 
we are doing it right now. 

Mr. Warren. Mr. Kadow, you repeatedly told Washington that 
you were going to have water, didn’t you ? 

Mr. Kapow. I beg your pardon. 

Mr. Warren. During the time that you were at the United States 
Tin Corp. you repeatedly told the General Services Administration 
that you would have water? 

Mr. Kapow. We have water, sir. 

The Vice CuatrmMan. Have you an adequate supply now ? 

Mr. Kapow. We have an adequate supply of water, with the possi- 
ble exception of part of April and a little bit of May, when we may 
have to operate on a one-shift basis. There has never been any ques- 
tion about getting water. It isa question of how quick. 

Mr. Warren. The progress report in 1954 reflects that the water 
supply has decreased to an estimated 75 gallons per minute. What 
is that, a third or fourth enough water ? 

Mr. Kapow. That is enough water. 

Mr. Warren. I thought you needed 300 gallons per minute? 
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Mr. Kapow. That is why we spent a lot of money putting reclama- 
tion equipment in. We don’t need so much input when we had that 
equipment. 

Mr. Warren. Didn’t the operation shut down in 1954 for lack of 
water ¢ 

Mr. Kapow. Yes, but the equipment wasn’t installed yet. 

Mr. Warren. You were having water problems up to that time, 
from the time you went there to April of 1954, were you not? 

Mr. Kapow. Yes. I never at any time told GSA we wouldn’t have 
water problems. 

Mr. Warren. You repeatedly gave GSA optimistic reports of what 
you were going to produce up there a month ahead during all that 
time, did you ae ? 

Mr. Kapow. GSA—TI should like to put in the record the fact that 
in 1952—you are t talking 1954; aren’t you? 

Mr. Warren. I am talking about the entire time that you were up 
there that there was a shortage. 

Mr. Kapow. There is no secret about that to anybody. Everybody 
knew it. I had money in my budget to put in a water reclamation 
plant. 

Mr. Warren. We have extracted from your report your unrealis- 
tic statements. There is one dated October 9, 1951; another dated 
November 16, 1951; another dated peach 19, 1952; another dated 
April 18, 1952; another dated June 1952; another dated June 21, 1952; 
again on June 28, 1952; July 7, 1952; Oc taber 10, 1952. 

“Mr. Tarney. May I ask what those are? I don’t understand the 
significance of those dates? 

Mr. Kapow. Iam an optimist on those dates. 

Mr. Warren. These are optimistic statements that were made by 
Mr. Kadow to the General Services Administration with respect to 
getting the water supply and to production which never materialized. 

Mr. Tarnry. Mr. Gamble, may the record show that Mr. Kadow is 
a born optimist but not dishonest. 

The Vice CuarrMan. We haven't said he is. 

Mr. Warren. Mr. Kadow was always attempting to use this in 
order to secure another loan. 

Mr. Kapow. That is not a true statment, Mr. Warren. That is 
definitely not, sir. Do I have your permission to make a statement 
there ? 

The Vice Cratrman. If you can make it short. 

Mr. Kapow. I will do my best. In 1952, I think it was 1952, my 
optimism ran out. I told you this the other day. I just couldn't 
see it anymore. I called in here and asked Mr. Howard Young to 
send up an engineer. The engineer came up and saw the problems 
that we had, which were hundreds. He gave us an awfully bad time, 
and he is a "good engineer. He went over this report carefully, the 
mine carefully. He ‘agreed with our optimism. He agreed the stuff 
was there. He agreed that it was a tough operation. He put up a new 
schedule which we all agreed to but we never quite made it. I have 
talked to many men in the mining profession. I understand it is not 
a calamity, it is nothing unusual, sir, to take 3 years from the time 
that you get a hot prospect to get into production and get all the 
problems licked, especially where you are in the Arctic and you can 
only ship a few times a year. Nobody knows better than I do, Mr. 
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Gamble, that this thing has cost money and that it has been tough. 
But, by golly, if we hadn’t thought like we did it would have gone 
under long ago. This shouldn’t go under. This is tremendously 
important to the Nation. 

Mr. Warren. Mr. Kadow, in the application which you and Mr. 
Fischnaller prepared here in Washington 

Mr. Kapow. Don’t say I prepared it. Mr. Fischnaller prepared it. 

Mr. Warren. Did you assist Mr. Fischnaller in preparing the 
application ? 

Mr. Kapow. I told him what he should do in changing the approach 
to it. He didn’t have the right approach. 

Mr. Warren. Did Mr. Fischnaller send you the NSRB form to 
your hotel here in Washington ? 

Mr. Kapow. Not for me to prepare. I only read it, and handed 
itin. There isa big difference. 

Mr. Warren. You had nothing to do with the original application ? 

Mr. Kapow. I talked to Mr. Fischnaller about it, yes, but I did 
not prepare it. I don’t want those words in the record. 

Mr. Warren. Did you read its contents ? 

Mr. Kapow. Yes, but how was I to know if it was right or wrong. 
I hadn’t heard much before of the —— 

Mr. Warren. After you got to the United States Tin Corp. mine 
what did you discover with respect to the roads and the water and 
the housing ? 

Mr. Kapow. I discovered that we had a pretty tough problem up 
there, and it had to be licked. That is all. 

The Vice Cuarrman. You had more than a tough problem. You 
didn’t have what your application said you had, as I cad it from 
some of the other testimony. 

Mr. Kapow. Well, let me say it this way, sir. This application was 
prepared by other people than me. At the time I joined the tin com- 
pany I knew less about tin mining than anything I can possibly think 
about. I very soon thereafter, as I always do when I tackle something 
I don’t know anything about, I talked to people who do, and I read 
every book I could get my hands on. I began to learn there was an 
awful lot of things different than I thought there were. There was a 
road there but you had to have a tractor and specialized equipment to 
get over it, and about every third trip the tractor was in the garage. 

Mr. Warren. What date was that, Mr. Kadow ? 

Mr. Kapow. That was when I hit the property. The road was in 
pretty lousy shape. 

Mr. Warren. About March 1951? 

Mr. Kapow. It wouldn’t be that early. It ought to be about May, 
maybe or something. I don’t think I was at the property before—I 
know I wasn’t up there in March, sir. 

Mr. Warren. What kind of housing did you have? 

Mr. Kapow. There was a pretty good sized bunkhouse. Four or five 
old log buildings. They needed tar papering and fixing up. They 
weren't in too bad shape. But there was an awful lot more needed 
besides that. 

Mr. Warren. In fairness to you at the time you went there, the mine 
was in pretty poor condition, wasn’t it ? 

Mr. Kapow. Yes, it was nothing but a placer operation, you know, 
and that is just a summertime dot. You go in there with your labor 
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in tents and you have your supplies under cover. It was a temporary 
arrangement. It took an awful lot more doing than anybody thought 
to get from that condition over to a good lode mine. 

Mr. Warren. Mr. Kadow, I have before me a report of the Non- 
ferrous Metals Committee, dated February 26, 1951, which sets forth 
in section K, on page 5, that several conferences were held between 
Mr. H. R. Fischnaller and the Nonferrous Metals Committee which 
you attended, is that correct ? 

Mr. Kapow. What is the date, sir? February what? 

Mr. Warren. This report is dated February 26, 1951. Sometime 
prior to that time you attended several conferences with Mr. H. R. 
Fischnaller in connection with discussions on the mill? 

Mr. Kapow. Yes, I was in the Government then, in December—in 
February—that is correct. It was after I resigned, but still in the 
Government. 

Mr. Warren. Those conferences were generally in the office of Mr. 
Charles Merrill, I assume ? 

Mr. Kapow. I don’t think there was anything you could generalize 
about. Some were held there. They were held in different offices. 

Mr. Warren. At least, he is the chairman of the Nonferrous Metals 
Committee ? 

Mr. Kapow. He was the chairman, yes. 

Mr. Warren. Would you state what came up at those meetings with 
respect to the 10-ton mill, which I understand Mr. Fred Chase recom- 
mended, the 25-ton mill, and the 100-ton mill ? 

Mr. Kapow. Well, I have no recollection about any 10. I never 
heard of that one. I can’t remember that I heard of it. Quite a dis- 
cussion took place on the 25 versus the 100. It was decided to build 
the 25 and a pilot plant operation, and that if that proved successful 
they would put in whatever size the operation required. I remember 
that. But I don’t recall anything about the 10, sir. 

Mr. Warren. Section K of the Nonferrous Metals Committee re- 
port of February 26, 1951, that I previously referred to also states 
that the application includes form NSRB 146, an operating and fiscal 
schedule, and a list of mining and milling equipment. Is the list of 
mining and milling machinery referred to there the list which was 
prepared by the Denver Equipment Co. ¢ 

Mr. Kapow. Yes, I think itis. I wouldn’t swear by it, but I believe 
it is. 

Mr. Warren. That equipment was of 1-ton-per-hour capacity, is 
that right? 

Mr. Kapow. No, sir, that is not correct at all. It is the list that was 
approved for purchase, however. 

Mr. Warren. I believe it sets forth a mill of —— 

Mr. Kapow. The contract says a mill of 1-ton-per-hour capacity, 
but the approval was for a 10-by-16 jaw crusher, for instance. I don’t 
think you can get through a 10-by-16 jaw crusher working at capacity 
less than 5 or 6 tons an hour. It is just not possible. It would go up 
to 10 an hour, if you weren’t crushing too small. Listen, every piece 
of equipment that they approved for purchase in that flowsheet if 
used properly and on a 3-shift basis could produce without any trouble 
100 tons per day. 

Mr. Warren. Whatever it could produce under those conditions, 
Mr. Charles W. Merrill did determine that the list of equipment set 
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forth with the application on form NSRB 146 was of 1-ton-per-hour 
capacity ¢ 

Mr. Kapow. I don’t think he determined that at any time. 

Mr. Warren. He so stated. 

Mr. Kapow. If he did, he is a darned poor engineer. I am not, and 
[ can guarantee you it has the capacity I just told you. 

Mr. Warren. But you don’t measure capacity by overloading the 
equipment, do you? 

Mr. Kapow. If you ran that equipment at the capacity you are sug- 
gesting, it would be the most inefficient mining operation I ever heard 
of. It just wouldn’t be operated that way. You use equipment at its 
maximum capacity. If you have to run 25 tons, you just run it a 
shortertime. Thatisall. Itisassimple as that. 

Mr. Warren. You have a lot of argument in these meetings about 
100-ton equipment and 1-ton-an-hour equipment, did you not? 

Mr. Kapow. I think I can save you a lot of trouble, Mr. Warren, by 
simply saying that we put in, with one or two exceptions, and the ex- 
ceptions were the things that we already had, we put in a 4 by 4 ball 
mill for instance, and the program called for a 3 by 4. But I am as- 
suming, sir, that I am not going to be chastised for using a ball mill 
already on the property rather than buying a new one just to get a 
3 by 4. We did not buy the ball mill. It was up there. 

Mr. Warren. How much money did you spend for equipment ? 

Mr. Kapow. In the original thing? We spent less than the contract 
called for. 

Mr. Warren. How much did you spend for this gold-mining equip- 
ment and other used equipment that you bought ? 

Mr. Kapow. The gold-mining property, the purchase from the gold 
mine represented a very small portion of the equipment. It repre- 
sented mostly an unused inventory of very valuable mining tools. It 
represented wrenches and supplies. We did purchase a bakery outfit, 
some pots and pans and spoons and what have you. We purchased 
several mining cars. We purchased an electrical tramming machine. 
We purchased a mucking machine. We purchased a table. That, to 
the best of my knowledge, is the bulk of the machinery. 

That purchase, gentlemen, was made from a mine which was closing 
down. Because we were hiring the general superintendent from the 
mine we got what was approximately $80,000 inventory of equipment 
and tools for $8,000, or $8,500, or something like that. I don’t see how 
in the name of sam hill I can be criticized for using my head like that. 

Mr. Warren. I have a letter dated July 2, 1954, addressed to the 
Honorable Homer E. Capehart, chairman, Joint Committee on De- 
fense Production, signed by the Director, J. J. Forbes, of the Bureau 
of Mines, and attached thereto are recommendations of the Denver 
Equipment Co. for 24-ton milling and mining equipment. The pic- 
tures are set forth and the price is listed and the weight of the equip- 
ment that was to be installed at this mine, and it is described as 24-ton 
milling and mining equipment. (See p. 756.) 

Mr. Kadow, I have pointed out that the list as set forth by the Denver 
Equipment Co. is 24-ton milling and mining equipment. Will you 
examine this? 

Mr. Kapow. I’ll take your word for it, sir. All that adds up to is 
that you just don’t use as much. That is all. You have some mining 
engineers here. Ask any one of them what a 10-by-16 jaw crusher 
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will do. Askthem. They are sitting around here. If that won’t do 
5 to 6 tons minimum per hours, then I admit I don’t know what I am 
talking about. 

Mr. Warren. Do you know that Mr. Charles W. Merrill and the 
Nonferrous Metals Committee did decide on the equipment that is 
set forth here described as 24-ton milling and mining equipment; you 
know that, do you not? 5 

Mr. Kapow. Certainly, sir, I know that. 

Mr. Warren. There is no question about that, is there ? 

Mr. Kapow. But the fact of the matter is it is bigger than that. 

Mr. Warren. After the application which was filed, section C-3 of 
the report of the Nonferrous Metals Committee, dated February 26, 
1951, sets forth : 

The needed equipment and supplies are available although some DO’s will be 
needed to assure prompt delivery; management is available; and a labor force, 
partly natives, can be recruited promptly. 

Section H-2 sets forth : 

The applicant states that all the new equipment is available for immediate 
delivery but that DO’s will have to be provided for some items. 

So the report of the Nonferrous Metals Committee sets forth that 
the new equipment that I have described was available, was it not ? 

Mr. Kapow. That is what they say there, sir, but I didn’t tell them 
that. That is for sure, because I didn’t know anything about it at 
that time. 

Mr. Warren. Was it available? 

Mr. Kapow. I don’t know whether it was available or not. 

Mr. Warren. You testified—— 

Mr. Kapow. When I got ready to buy it, it wasn’t available, that 
new equipment. Who was the applicant on that, Mr. Warren ? 

Mr. Warren. The applicant is the United States Tin Corp. 

Mr. Kapow. I didn’t file the application, sir. I just don’t know 
whether it said that nor not. 

Mr. Warren. You are not trying to get out of the contract that the 
United States Tin Corp. signed on March 23, 1951 ? 

Mr. Kapvow. My friend, I am not trying to get out of anything. I 
just want to have you understand the dilemma. The contract was 
signed with the Government on March 23. Had the thing been con- 
summated right then and there the chances are—I am not saying it is 
true—I am saying the chances are new equipment might have been 
purchased, the reason being that it takes 60 to 90 to 120 days from the 
time you order a new specialized piece of equipment to have it manu- 
factured and delivered. Now, this application, sir, was not consum- 
mated until May 15,1951. The boat sailed in June. 

Mr. Warren. When did you buy the equipment, Mr. Kadow, the 
used equipment ? 

Mr. aso. We were not at liberty, Mr. Warren, to make commit- 
ments for the purchase of new equipment. We were able to find peo- 
ple who were willing to hold reconditioned, secondhand equipment 
long enough for us to find out. 

Mr. Warren. Can you show any correspondence that would indi- 
cate that you ever had any intention of installing a mill of 1-ton-an- 
hour capacity ? 
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Mr. Kapow. I can say this, sir, that I had every intention in the 
world of buying the equipment listed on this sheet. We could not get 
it when the time came, could not get it new, so in the few cases where 
we bought equipment we bought the nearest size substitute or the exact 
size that we could get. 

Mr. Warren. Did you notify the General Services Administration 
that you did not get new equipment ? 

Mr. Kapow. I don’t think I told them about anything—— 

Mr. Warren. Did you ask the General Services Administration to 
change the terms of the contract dated March 23, 1951 ? 

Mr. Kapow. Is there anything in this contract that says you have to 
buy equipment? I don’t remember seeing that. 

Mr. Warren. It says equipment of 1-ton-per-hour capacity, does 
it not ¢ 

Mr. Kapow. It also approves of the equipment that is in there, and 
I am already telling you that isn’t 1-ton equipment. Ask these engi- 
neers. 

Mr. Warren. The report of the Nonferrous Metals Committee set 
forth new equipment. The contract 

Mr. Kapow. The contract doesn’t say that. 

Mr. Warren. The contract was based on that report and says equip- 
ment of 1 ton per hour capacity. 

Mr. Kapow. You see, this thing was not changed, Mr. Gamble—— 

The Vice Cuatrman. What change? 

Mr. Kapow. There is a great deal of confusion about when we went 
from 25 tons to 100. I see lots of mining people here, and they know 
what I am talking about. The equipment that we had purchased, if 
we had purchased it exactly as they said here would have done very 
considerably more than the 25 ton. My point to you, sir, is that the 
big cost in running a mine is not the equipment; it is the budget that 
you use for labor. We had a 25-ton budget. That is exactly the ca- 
»acity that we would have operated at if we had operated when we 
fiad that budget. 

Mr. Warren. That is the reason, one of the big reasons for the 
failure of this proposition, because of the budget that was created by 
you installing this 100-ton equipment; is it not? 

Mr. Kapow. Mr. Warren, this project is not a failure. It is any- 
thing in the world but a failure. It is just mixed up with a lot of mis- 
understanding. 

Mr. Warren. Have you made any money ? 

Mr. Kapow. Yes, we are making it now, I would say. 

Mr. Warren. Have you made any money in any 12 months’ opera- 
tion ? 

Mr. Kapow. Can you tell me a mining company in the world that 
does in the first few months ? 

Mr. Warren. Have you made any money in any 3-months’ opera- 
tion? 

Mr. Kapow. We are doing it now. I think we are making money 
now. I have been canned for 4 months and I don’t know what is go- 
ing on. But fundamentally, my point here, gentlemen, is this: This 
business is way up in the Arctie-—— 

Mr. Warren. Mr. Kadow, we are talking about the terms of a con- 
tract. 

Mr. Kapow. They were not violated. 
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Mr. Warren. Will you confine it to that. We don’t care what the 
weather conditions were. 

Mr. Kapow. I found no language in the contract that said you had 
to buy new equipment. 

Mr. Warren. I quote from a memorandum dated June 7, 1954, with 
respect to the meeting held on February 23, 1951. 

Mr. Kapow. Where was that meeting ? 

Mr. Warren. At Mr. Merrill’s office, a meeting at which— 

Mr. Kapow. February what? 15? 

Mr. Warren. February 23, 1951. This would have been 3 days prior 
to the issuance of the Nonferrous Metals Committee report. 

Mr. Kapow. I doubt if I was in Washington then. 

Mr. Prerce. You were there. 

Mr. Kapow. I was there? I doubt that. I would like to check my 
expense account. I don’t even think I was here on February 23. I 
wasn’t here when it was signed, I know that. 

Mr. Warren. I quote from the memorandum that I have referred 
to: 

Meeting at which the DMA decision was laid before the applicant. Present 
were Merrill, McKnight, the two Fischnallers, Kenneth Kadow, probably Chase 
and several others whom I have forgotten. The counterproposal for a pilot 
mill installation was presented to the Fischnallers and this idea seemed to be 
accepted by them, although somewhat reluctantly. They knew something about 
mills for they pointed out that the specific tonnage of the pilot mill proposed 
by the DMA group was impractical, but that a stock pilot mill of somewhat 
larger tonnage (20 tons, I have forgotten the exact figure) was available from 
the manufacturer at a listed price. As it was compact and would cost little 


or no more to transport and install the size of mill suggested by DMA, the group 
compromised on this mill. I understood the specifications of this mill were 


to be written into the contract. 


It is signed E. T. McKnight. 

Mr. Kapow. If they say I was there, I was there, but I have no 
recollection of it, sir. 

Mr. Warren. No matter what you say about this 100-ton mill, there 
is numerous correspondence here to the effect that it was the beginning 
of a series of events which caused untold trouble for the United States 
Tin Corp. operation. 

Mr. Kapow. I don’t understand that remark, Mr. Warren. 

Mr. Warren. I wish to read from a report which was prepared 
by Mr. John Croston, engineer for the General Services Administra- 
tion, which was made early this year after he had inspected the mine: 


The original DMA contract for the 25-ton operation failed to include capital 
funds for the development of the mine so that it was destined for financial 
trouble from the start, having gone ahead without Washington authority to 
erect the 100-ton mill. This brought in its wake greater expenses for housing, 
power, water supply, mine development and equipment. From November 1951 
to the end of 1953, the files show a large number of letters from the company, 
all optimistic, all promising every trouble would be ironed out and shortly there- 
after that the company would be placed on an earning basis. These promises 
led to repeated renewals of the contract, the Government becoming more deeply 
involved each month, notwithstanding repeated adverse reports by the Bureau 
of Mines and DMPA. The former believed the project far too ambitious and the 
latter wanted only DMBA exploration activities. 


Mr. Kapow. Am I supposed to be blamed for all of those sins? I 
had practically nothing to do with the things you are talking about. 
Mr. Warren. Didn’t you install the 100-ton mill ? 
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Mr. Kapow. If I can have the floor uninterrupted for a minute, I 
will tell you exactly what happened. The first flowsheet that the 
United States Tin Corp. had approved by the Government had a 
coarse crusher. It had a couple of jigs. It had a ball mill. It hada 
table and some spirals. That flowsheet, Mr. Warren, was installed 
exactly in that manner. We put in there little different sized equip- 
ment. That I admit, and the reason for it was economy and avail- 
ability. We already had the ball mill, and you certainly won’t suggest 
that we throw it away and buy another one. 

The Vice Cuarrman. You said that before. 

Mr. Kapow. We also had a jig at the mine which was a little bigger, 
so we put that jig in the line and nobody has ever told me that it won’t 
operate at that capacity. We had every intention in the world of 
doing whatever we had money to do. The reason that I was optimis- 
tic was that one of the first things I did when I joined the tin company 
was spend a lot of time studying. I was satisfied the very minute I 
read that purchase equipment here that you didn’t have a 25-ton, and I 
went on record immediately. I think I told the Bureau of Mines after 
the equipment was purchased that. we did not have a 25-ton equipment, 
and 1 know they didn’t even believe me. They did their figuring 
and they pretty well decided they did have the stuff. There is only 
a couple of pieces in here that are any different that were purchased. 

Mr. Warren. Do you have something on that ? 

Mr. Betxino. We would like to show their intention just before the 
contract was signed. The contract calls for a 24-ton mill. On March 
19, 1951, 4 days before March 23, when the contract was signed, Mr. 
Kadow wrote a letter to the United States Tin Corp., to “Dear Bob,” 
and others. He says as follows: 

Since returning to town I have been so terribly busy with Government busi- 
ness that I have not had a chance to do very much in connection with our partic- 
ular problems. However, I had a nice long conversation 

The Vick CuairMan. We have another rollcall. 

(A short recess was taken.) 

Mr. Warren. Mr. Chairman, with respect to the 25-ton mill, I 
would like to quote from a letter dated November 3, 1951, addressed to 
Mr. H. A. Mann, DMPA, Washington, D. C. signed by Kenneth J. 
Kadow, president of the United States Tin Corp. : 

When the 25-ton proposition reached the DMA team in Juneau, they were very 
unhappy about it and so stated in a letter written to Mr. Charles Merrill early in 
March. It is my understanding that they recommended the project be denied 
unless approved for at least 100 tons per day. Meetings were held in Seattle be- 
tween company officials and Alaska DMA personnel at which time we demon- 
strated with detailed facts and figures that we could put in a 100-ton mill with 
the same expenditure for equipment contemplated in the 25-ton mill if we could 
use reconditioned machinery and if we were allowed to purchase a portion of 
our inventory requirements from a mine in Alaska that was closing down. In this 
deal we obtained over $80,000 worth of equipment and supplies for $8,000 and a 
subsequent freight charge of about $7,000. It was agreed that this was the 
logical course of action and the plan was followed. 

Will you state what transpired at the meeting in Seattle with re- 
spect to the 100-ton mill, Mr. Kadow ? 

Mr. Kapow. I am not too sure, Mr. Warren, that I have any vivid 
memory on the detail of the 100-ton being talked about somuch. What 
T do remember was to take the flowsheet that the Denver Equipment 
people had presented and that the Government in Washington had 
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approved, which was this list of equipment that we were authorized 
to purchase, and I took piece by piece and demonstrated that the ca- 
pacity of the equipment purchased as per authority would be vastly 
over 25 tons if run on a 3-ton basis in our—— 

The Vicm CoarrMan. You mean, three shifts? 

Mr. Kapow. Yes. You see, Mr. Gamble, this is a point that is very 
vital to the whole thing. You can’t tell what a piece of mining equip- 
ment will do, sir, until you know what the ore itself is. I don’t think 
there is any question about it. If we had a real tough, hard ore that 
was difficult to handle, 25 tons might have been a big lot to get through 
this mill. But our ore, as I can show you here, is very soft. If you 
put that piece on a hard surface, it busts in 100 pieces. 

The Vice Carman. That is what you showed us the other day? 

Mr. Kapow. Yes, it is so soft. My point to you is that I demon- 
strated to the Bureau of Mines that this was a very easy ore to process. 
We had a right therefore to assume that these facilities which would 
do, according to their rating in the text books, would do on a medium 
ore, medium soft—— 

Mr. Warren. Who did you demonstrate this to in the Bureau of 
Mines ¢ 

Mr. Kapow. I think Mr. Herdlick and Mr. Wells were there. That 
is all I remember. They didn’t pass judgment on anything, except 
the flowsheet 

Mr. Warren. Did you discuss this 100-ton mill with Mr. S. H. 
Lorain ? 

Mr. Kapow. At some place along the line I told Mr. Lorain I had 
purchased equipment and was convinced it would do 100 ton. I told 
him that sometime. I don’t remember when. 

Mr. Warren. You wrote a letter about this time stating that you 
and Mr. Lorain had consulted about all of the operations of the United 
States Tin Corp., that they had consulted you about everything? 

Mr. Kapow. You see, Mr. Warren, this is a matter of timing, just 
a matter of a few days, when I was working on other things, Mr. 
Fischnaller and some of the other men who had a little time were out 
scrounging around for equipment. They finally located some equip- 
ment. At that time, I discovered to my satisfaction that this stuff 
would do what would be a great deal more than the 25, and I remember 
that when I finally crystallized on what I was going to buy I went 
ahead and bought it. Some time after the equipment was purchased, 
I remember telling Mr. Lorain that we had in the mine a mill that 
would do better than 100 tons per day. Asa matter of fact, at one 
point, I was convinced it would do 150 tons a day. 

Mr. Warren. Mr. Kadow, the fact of the matter is that the con- 
tract provided for a 1 ton per hour equipment ? 

Mr. Kapow. Up until the fall of 1951, sir, yes. 

Mr. Warren. And that you installed a 100-ton mill of used equip- 
ment and that you had no intention of installing anything else ? 

Mr. Kapow. I think the best answer to that, Mr. Warren, is that 
you are not admitting to me, or being fair with me, when I say to you 
if I had put in exactly what is called for it would have done 100 tons. 
That is all there is to it. 

Mr. Warren. The Nonferrous Metals Committee had recommended 
that new equipment would be installed ? 

Mr. Kapow. I didn’t know—— 
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Mr. Warren. You installed used equipment which you described 
to your own company as junk? 

Mr. Kapow. Not the equipment that we purchased. 

Mr. Warren. The engineers state that this was the beginning of a 
series of events that were very costly to the Government and created 
untold expense, which comes back to the installation of the 100-ton 
mill of used equipment. You breached the terms of the contract and 
you had no intention of carrying cut those terms of the contract; 
did you? 

Mr. Tarney. Just a minute. I would like to confer with my client. 
May I say, Mr. Chairman, there are about 17 things in that question. 
Could we get that broken down to where they could be answered 
specifically ¢ 

Mr. Warren. I am stating the terms of the contract, because the 
contract which the United States Tin Corp. signed with the General 
Services Administration, was for different equipment than that which 
Mr. Kadow installed. 

Mr. Kapow. I am not too sure that I am willing to accept that. 
There is nothing in the contract that says new equipment. Not one 
word. Most of:the stuff that went in, like the screens and all that 
stuff, was according to Hoyle. 

Mr. Warren. Mr. Kadow, just what did you think these meetings 
over in Mr. Merrill’s office were for when day after day you discussed 
the 25-tone mill and the 100-ton mill and the 25-ton mill was finally 
agreed upon ? 

Mr. Kapow. Well, first of all, in those technical discussions in those 
days, they were talking over my head 90 percent of the time. I 
didn’t even know what they were talking about. They talked about 
a ball mill. I didn’t know what that meant. 

Mr. Warren. They talked about a 10-ton mill, a 25-ton mil] and a 
100-ton mill. You had been head of the Alaska field team. You said 
you knew a lot about mining. 

Mr. Kapow. I didn’t say that 

Mr. Warren. And had read plenty of books on mining. 

Mr. Kapow. Not when I sat in a meeting in Washington; no, sir. 

Mr. Warren. Was there any doubt in your mind that a 25-ton mill 
was to be installed ? 

Mr. Kapow. It was installed, sir. 

Mr. Warren. You installed a 100-ton mill, according to all the evi- 
dence we have received. 

Mr. Kapow. Mr. Warren, the significant point I am trying to drive 
home to you is that there was very little difference between the equip- 
ment that went in the flowsheet and that which I bought. There were 
a few pieces that weren’t purchased, that were up there. 

Mr. Warren. Was it 25-ton equipment or 100-ton equipment that 
you installed ? 

Mr. Kapow. I installed a 4 by 4—— 

Mr. Warren. I am asking, was it 25-ton mill equipment or 100-ton 
mill equipment or what size was it ? 

Mr. Kapow. I would say that the mill we installed with our ore 
would do 100 tons or better. I would say that had I installed it 
exactly as the contract called for, it would have done approximately 
the same thing. I think experts would so testify, because the oro was 
softer and it went through faster and there wasn’t any job connected 
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with it. That was not the reason, sir, that we switched from a 25 to 
100. If I had been told in Washington in the fall of 1951, “This is 
your budget. Now you fix up that flow sheet so it works, stick to 
your 25 tons,’ that is exactly what would have been done. 

Mr. Warren. That is what the Nonferrous Metals Committee told 
you, and you attended the meetings. 

Mr. Kapow. Why did they sign a contract that gave me funds for a 
100-ton ? 

Mr. Warren. They did not. Where is thecontract? I am speaking 
of the contract dated March 23, 1951. 

Mr. Kapow. That contract was changed four times. 

Mr. Warren. I am talking about you breaching that contract. I 
am talking about the installation of the equipment. under that March 
23, 1951, contract. 

Mr. Kapow. There is nothing in that contract that says it must be 
new.equipment. 

Mr. Warren. In there anything in that contract that says it must 
be 100-ton equipment ? 

Mr. Kapow. Well, yes. They turn right around and O. K. a list of 
equipment which I purchased except for 2 or 3 exceptions. 

Mr. Warren. Mr. Kadow, your explanation simply does not hold 
water. I want to read from the Nonferrous Metal Committee’s 
report: 

The lode mine part of the program is essentially a pilot plant operation: (1) To 
determine the metallurgy for maximum recovery. (2) To permit the develop- 
ment of stopes from which an expanded tonnage may be assured. (3) To permit 
the development of underground sources of ore for a mill feed of controllable 
grade from an apparently spotty ore body. (4) To permit the development of a 
reliable management and labor force in one of the most isolated and sparsely 


populated mining areas in the United States. (5) And to permit other investi- 
gations in geology, mining, and metallurgy for profitable expansion. 


I want you to listen to this: 


The field team had indicated a 100-ton or 1,000-ton daily operation should be 
considered, but the intermediate step of a smaller mill is injected by the com- 
mittee because it believes that the more cautious approach by providing time for 
the development of a labor force and stoping areas as well as metallurgical 
experimentation will not materially delay the delivery of tin and tungsten in 
quantity. 

I wish to quote further from a letter which you wrote on March 19, 
1951, which shows that you never had any intention of installing a 
25-ton mill. In writing to Donald A. Stewart with regard to a job as 
general superintendent, you stated as follows: 

It is contemplated that the United States Tin Corp. will start a 100-ton lode 
operation this summer and fall which will increase to about 300 next year, and 
the following year will be increased to approximately double the 300 tons. 

Do you acknowledge writing that letter? 

Mr. Kapow. Yes, and I don’t pretend for a second, Mr. Warren, that 
I ever thought that the thing would be as big as 1,000 tons. 

Mr. Warren. Mr. Kadow, here at the very time that this contract 

was being entered into, how could you take so lightly this contractual 
obligation with the General Services Administration and erect a 100- 
ton mill when the contract provided for a 1-ton-per-hour mill ? 

Mr. Kapow. May I ask a simple question, sir? 

Mr. Warren. Answer that question first. 
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Mr. Kapow. All right. I will answer it by saying that if I had put 
in exactly what they called for, it would have done approximately 100 
tons a day on our ore. That is as simple as that. I knew when I 
studied this machinery that if that flow sheet would work at all, it 
would do a heck of a lot more than 25 tons a day. How much more I 
didn’t know. I also knew that if we could put through a 100-ton a day, 
since we were supposed to be operating on a V-loan principle, there 
would be no problem in financing. It is as simple as A, B,C. The 
V-loan functioned against inventory produced. I was convinced it 
was going to happen that way. It didn’t happen that way because we 
didn’t get the production. 

Mr. Warren. You didn’t get the production by this junk equipment 
that was installed, isn’t that correct 

Mr. Kapow. That is not correct. 

Mr. Warren. And because of these false statements that were made 
in the application about water and roads and housing and various 
other things? 

Mr. Kapow. I am not aware of any false statements, sir. 

Mr. Warren. I would like to read from a memorandum dated De- 
cember 27, 1951, from Mr. Homer Mann of the Minor and Light Metals 
Branch to Mr. Tom Lyon in reference to the used equipment purchased 
from the Hirst-Chicagof gold mine. Mr. Mann stated: 


Though there is no evidence that there was any authority to do so, it was 
evidently at this point that it was decided to attempt the installation of a 100- 
ton plant in lieu of the 25-ton unit for which the funds available were estimated. 
It should have been obvious that this would have been impossible even if the 100- 
ton mill could have been obtained at the cost estimated for the smaller one. The 
entire mine plant, including housing, mine equipment, and so forth, were involved, 
and a subsequent shortage of funds should have been expected. 


That is what an engineer said. 
On July 12, 1952, Mr. James Mulligan, Bureau of Mines, wrote to 
Mr. James A. Herdlick, Bureau of Mines, Juneau, Alaska, and stated: 


It is too soon to estimate when the mill will be ready to operate. Uncertain 
transportation and the secondhand equipment make any time estimate a guess. 


On page 14 of the testimony of Mr. Charles W. Merrill, who was 
chairman of the Nonferrous Metals Committee, when this contract 
was signed, the chairman of this committee asked Mr. Merrill this 
question : 


Did you satisfy yourself at that time that there was plenty of water, that there 
were roads, that there were other conditions that were perfect or were satis- 
factory? 


Mr. Merrill replied : 


We took that under consideration, and that was the reason we reduced the 
application from a request of a 100-ton mill down to a request for a one-ton-an- 
hour mill, which would be a 24-ton mill, because in the report that I made, and 
of which you have a copy, we stated that there were many hazards in a new 
operation, the recruiting of a labor staff, the development of a management, the 
development of underground openings from which the ore could be derived, the 
building of a mill that could treat the ore, and the development of a process that 
could treat it since this ore had never been treated except in a laboratory basis. 

So that while we did not prove those points, we recognized the strong possi- 
bility that they would cause major difficulties. That is why we recommended 
a small pilot plant approach with special provisions for rapid expansion as the 
various difficulties were solved. 
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I would like to quote from a report of Mr. John Croston, engineer, 
General Services Administration : 

Notwithstanding Washington approval of a 25-ton pilot mill, the eompany 
officers met in Seattle with officials of the Bureau of Mines, Juneau, Alaska, 
office, and secured the approval of Juneau as evidenced by a letter of May 14, 
1951, to the company going ahead with the installation of a 100-ton mill. 
The money allocated for the 25-ton mill was stretched by buying secondhand 
machinery from an Alaskan gold mine which was closing down as well as from 
other sources. 


I want you to listen to this: 


This was the first in a long series of unfortunate or unexpected events which 
created great difficulties for the project and tremendous expense to the Gov- 
ernment. 

How can you in the face of all these reports from these engineers 
state these two mills were the same and that this variation made no 
difference, Mr. Kadow? 

Mr. Kapow. I don’t believe that I care to state that it makes no 
difference. What I am saying is that had it been purchased exactly 
as it was approved, it would have been able to do 100 or approximately 
100 tons. I wish to correct definitely that there was no permission 
obtained from the Bureau of Mines at Juneau about doing anything 
but what was authorized. I am just saying that the difference in what 
J bought and what was authorized did not spell the difference be- 
tween a 25-ton and 100-ton. That is all. You could have done 100 
with hd you bought. I haven’t heard an engineer testify to the con- 
trary. 

Mr. Warren. The entire record, Mr. Kadow, indicates that you 
installed used equipment contrary to the terms of the contract. 

Mr. Kapow. No contract says new equipment. Mine does not say 
new equipment. 

The Vice Cuairman. We have argued this back and forth 3 or 4 
times. What does the contract say, if anything? We ought to nail 
that, at least. 

Mr. Tarney. Thank you, Mr. Chairman. 

Mr. Warren. Mr. Chairman, article 1 of the contract dated March 
23, 1951, between the United States Tin Corp. and the General Serv- 
ices Administration, sets forth as follows: 

Undertaking to develop and expand facilities and production. The contractor 
agrees to develop and expand its mining property at Seward Peninsula, in 
Alaska, by the installation of a concentrating mill having the capacity to process 
1 ton of ore per hour and all the facilities necessary to mine, mill and ship bulk 
concentrates containing tin and tungsten in sufficient quantities to deliver tin 
metal therefrom of the grades specified herein at the rate of 141,120 pounds per 
vear and tungsten concentrates therefrom of the grade specified herein at the 
rate of 1,400-short-ton units of contained tungsten per year. The facilities to be 
constructed will require an estimated investment of $96,000 and shall be in op- 
eration not later than October 1, 1951. 

That is the point, Mr. Kadow. 

Mr. Kapow. We didn’t make that—— 

Mr. Tarnry. I see nothing in here about a new mill. 

The Vice CoarrmMan. I thought he was coming to that. 

Mr. Warren. The language sets forth in the report of the Nonfer- 
rous Metals Committee in more than one place that the mill was to be 
new equipment. 

Mr. Kapow. I don’t have a copy of that, sir. I never did. 
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Mr. Warren. You held conferences with Mr. Charles W. Merrill 
and others at which that was agreed to? 

Mr. Kapow. I have no recollection of that at any time. 

Mr. Warren. And in writing to the United States Tin Corp., I think 
you referred to the 1-ton-an-hour mill and stated : “I assume that it is 
not our intention to install such a mill.” 

Mr. Tarney. Mr. Chairman, may I ask that we clarify this once and 
for all as you have suggested a few moments ago? I would like to have 
a ruling that this language read does not say new. 

The Vice Cuamman. I didn’t hear anything about new. 

Mr. Tarney. If it is in there, will you point it out to the Chair? 

_Mr. Warren. I have just told you, Mr. arney, that the report of the 
Nonferrous Metals Committee sets forth new equipment and that was 
the basis of the contract. 

The Vicz Cuarrman. You said it was in the contract that it must be 
new equipment. 

Mr. Warren. I said of 1-ton-an-hour capacity. As far as I know, 
new equipment is not set forth in the actual contract. The applica- 
tion did set forth that new equipment was available. 

The Vice Cuamman. I realize that. 

Mr. Warren. And that the applicant intended to install new equip- 
ment as indicated by that statement. 

The Vice Crarrman. I understand that. You stated it was in the 
contract. I just wanted to clear itup. That is all. 

Mr. Tarney. Also, the charges made repeatedly that Mr. Kadow 
breached the contract by buying secondhand equipment. It has to be 
required in the contract that it be new in order to be a breach of the 
contract on that score. 

Mr. Warren. Mr. Tarney, the contract provides for 1-ton-an-hour 
equipment. The equipment installed according to the report of the 
engineers is not 1-ton-an-hour equipment. 

Mr. Kapow. Mr. Warren, here is the list of equipment that was ap- 
proved officially. 

Mr. Tarney. May we suspend for a minute ? 

The Vice Cuamman. Go ahead. 

Mr. Kapow. It says here: 


Install 1 only 10 by 16 Denver forced feed jaw crusher. 


I tell you that piece of equipment will do 100 tons today. I defy 
you to get an engineer up here that says it won’t. What I am saying 
to you is that I didn’t put in 10 by 16. I will admit that. I put in 
10 by 20, but the 10 by 20 isn’t going to do an awful lot more unless 
you put it through it. It isn’t much bigger. My contention to you, 
sir, is only 1 thing, a 10 by 16 jaw crusher, a 3 by 4 ball mill, jigs, the 
spirals that were authorized, on our ore will do 100 tons a day. You 
have some engineers here. Ask some of them if it won’t on our ore. 
I am not talking about ore that we haven’t got. Iknow that. I knew 
that this was the truth. Why, then, wasn’t I perfectly willing to 
assume that if I could do it, that I would make enough money to in 
effect create a bigger revolving fund? That is all. 

Mr. Warren. Mr. Kadow, the contract sets forth that the facilities 
to be constructed will require an estimated investment of $96,000 and 
shall be in operation not later than October 1, 1951. When was that 
mill in operation ¢ 
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Mr. Kapow. Well, it didn’t get in operation for a couple of years 
later. 

Mr. Warren. If you had installed this equipment which the Non- 
ferrous Metals Committee agreed upon and which you and the appli- 

ant apparently agreed to, and had it been of 25-ton c: pacity, is it not 
ccaneall to expect that it would have been in operation by October 1, 
1951? 

Mr. Kapow. The answer is emphatically no, because we weren’t 
down to where the water was. We had troubles we didn’t anticipate. 
Shipping strikes interfered with it, and we did have the mill installed. 
The mill equipment was in place not too much later than October 1, 
but it didn’t work right. 

Mr. Warren. That is because of this used equipment ? 

Mr. Kapow. No, sir. It was the flowsheet that had been prepared 
and had been allowed by the Government was not the proper flowsheet. 
That is all. Those pieces were in not too much later than that, Mr. 
Warren. 

Mr. Warren. When did you first test the equipment, Mr. Kadow ? 

Mr. Kapow. I can’t answer that. 

Mr. Warren. Wasn’t it the middle of 1952 before it was tested ? 

Mr. Beturno. June 5, 1952. 

Mr. Kapow. That is right. That wasn’t because it wasn’t in. 

Mr. Warren. It was because you installed junk equipment ? 

Mr. Kapow. No, it was not. It was because when we got in there 
this old shaft was broken down and we had to sink a new shaft clear 
down 385 feet to get to the water. 

Mr. Warren. You had water enough for a 25-ton mill? 

Mr. Kapow. You had no water from there. You had to go down 
and haul it from the airport with a wagon. 

Mr. Warren. The fact of the matter is that you substituted your 
judgment for Mr. Charles W. Merrill’s judgment and the other people 
in the Department. of Interior ? 

Mr. Kapow. I will not buy that. I did no such thing. 

Mr. Warren. Did you ever take up the installation ‘of this equip- 
ment with Mr. Merrill or anyone else in the Government ? 

Mr. Kapow. I didn’t at the time I purchased it, but I was back here 
in the fall of 1951, and I told them what I had bought. 

Mr. Warren. It was so late nothing could be done about it at that 
time, was it not? 

Mr. Kapow. Mr. Warren, you are on the wrong track entirely. The 
mill had nothing to do with the equipment. That is not why it did 
not operate in the fall of 1951. We didn’t have any water in the fall 
of 1951. 

Mr. Warren. Did you have enough water to operate a 25-ton mill? 

Mr. Kapow. We had none. We had to haul the water to the camp 
on a sled in a barrel. The water that we had expected to get from the 
mine shaft could only be gotten when a new shaft was built. There 
wasn’t one built yet. 

Mr. Warren. It would have been possible to haul the water for a 
25-ton mill, would it not ? 

Mr. Kapow. If you had the equipment, perhaps, and the money in 
your budget; yes. 

Mr. Tarney. Just a minute. That would be 100 gallons. You 
couldn’t haul that. 
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Mr. Warren. Let him answer the question. 

Mr. Kapow. It would take almost 100 gallons a minute without 
any water-saving machinery. We can run 300 with less than that 
now. Without any water-saving devices, you —. get by with 
much less than that. It would take at least It would be pro- 
hibitive. 

Mr. Warren. The engineers’ reports have indicated that there was 
sufficient water for a 25-ton mill. 

Mr. Kapow. I don’t know what engineers said that, except to tell 
you that you did not have water in the fall of 1951. And the reason 
that you didn’t was because we suffered a shipping strike and this 
equipment didn’t even get in there in time. We had to install the 
equipment way after October. I think it was October 19 when the 
boat arrived. 

The Vice Cuairman. Will you get through? I have to go back 
to the floor. We have a Banking and Currency bill there. Can we 
break this off ? 

Mr. Warren. I think so right now. Mr. Chairman, Mr. Pierce has 
a quotation from a letter dated August 2, 1952, addressed to Mr. 
Kenneth J. Kadow, and signed by Paul M. Sorensen who was the 
mine superintendent, I believe. I will ask him to read this quotation. 

Mr. Prerce. This letter would seem to indicate that Mr. Kadow had 
in mind a mill much larger, at a date—— 

Mr. Kapow. What is the date ? 

Mr. Pierce. August 2, 1952. I believe you made your first test on 
your mill in June 1952. 


Now for the big $64 question. The expansion to a 200-ton per day operation. 
The first intimation I had of an expansion to 200 tons was when you wired me, 
after your return to Seatle from the mine, to order enough cement and lumber 
to put in a 200-ton plant. When you were here I told you that we had fed ore 
to our present ball mill at a feed rate of 200 tons per day and that it was prac- 
tically all ground, in 1 pass through the mill, to minus 14 mesh and that when 
we were ready for expansion we would, in all likelihood, not have to install 
another ball mill. In discussing the mine with Fahrenwald, he asked about 
mine delivery to the mill. I told him we would have to average 8 tons per hour 
and it could be done. This on a two-shift basis, or 16 hours. It is absolutely 
impossible to work this mine more than two shifts because of ventilation con- 
ditions, at least for some time to come. I have discussed that matter many 
times. 

. + * . * s . 

Our equipment requirements, our fuel oil, our supplies, and our monthly 
cash budget was all predicated on a 100-ton-per-day, or 3,00-tons-per-month 
basis. The instructions to boost this to 6,000 tons per month were not given 
until budgets were in the works at Washington, D. C. What you are asking 
me to do is double the output of all equipment, excepting ball mill and tables, 
that is now being worked to its maximum. * * 


Mr. Kapow. I think you have read enough. 
Mr, Pierce (reading) : 


I indicated to you in Washington that I was not capable of doing this, that 
I would try to hold production as high as I was capable of doing, but if the 
increase to 200 tons was insisted upon then it might be better to replace me 
here. I would be neither fair or honest to you or myself if I did not tell you 
this. 


The Vice Cuarman. Who wrote this? 

Mr. Prerce. This is the mine superintendent. 

Mr. Kapow. Mr. Gamble, the answer to that is very, very simple 
and very short, too. We employ the outstanding metallurgists in the 
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world, or one of them, a man by the name of Dean Fahrenwald, from 
the University of Idaho, Bureau of Mines. This gentleman came up 
to our mine. He examined the equipment which was within the mine 
and he wrote a report which simply said the mill on our ore was 
capable of doing 8 tons per hour. I came back to Washington with 
those reports in my possession. The gentlemen in Washington at this 
time had long ago felt maybe we could make the thing economical 
because it had turned out to be this size. So somebody asked me here, 
I can’t remember who it was, but I think maybe Hoiner Mann or 
maybe Mr. Bourret, but one of the engineers asked me on the strength 
of Mr. Fahrenwald’s report if we could do 200 tons a d: ay. So Iim- 
mediately writes to Sorensen and says if we can do it let’s do it because 
the Government would have been willing to finance on that basis. But 
that was his reply. There is no sign in that. I mean, if we can do 
200 tons with the same facility, you are bound to do it cheaper. I 
will admit that we didn’t do it. I wanted it done if it could be done, 

The Vice CHarrMan. Period. 

Mr. Kapow. Amen. 

The Vice Cnarrman. I have to go back on the floor. It is 10 min- 
utes after 6. It has been a long, hard day. When do you meet to- 
morrow morning? At 10 o0’cloc k? 

Mr. Prerce. We have some more with Mr. Kadow. We had an- 
other witness scheduled for tomorrow morning, but I believe we’d 


better postpone that and try to finish up with Mr. Kadow. We will 
meet in F- 16 tomorrow mor ning. 


The Vick Cuamman. Off the record. 
(Discussion off the record.) 
(The material referred to during Mr. Kadow’s testimony follows :) 


Dear Bup: Am enclosing a copy of the 3902. Please take good care of it as 
they are out of print and we have only one or two others. 

On page 17 is a detail of No. 3 (it is fig. 37 and follows p. 16). There is, about 
half-way in (opposite 81), a raise put in for air, and it is around point marked 
70 that we will be putting in our raise to reach No. 2 adit, which is directly 
above the No. 3, 100 feet. Because of the slope of the mountain and the angle 
upon which we will be raising, we will, when we hit the No. 2 adit, be only 47 
feet from the surface, so naturally we will go through, continuing on the high 
grade ore to the surface. This will produce about 40,000 tons of ore which 
should average about 2.68 metal, which, after mining losses of about 8 percent 
should produce about 960 tons of metal. About 200 tons of it should be tungsten 
at $6500 per ton (5 year support price) and 760 tons of tin (not cassiterite) at 
$2,240 to $2,700 per ton, depending upon whether or not we get a “support price 
on tin which we are asking for and which seems likely. At the later price 
the total metal dollar return would be over $3,000,000. Our costs to produce 
would be well under $600,000, but before taxes. We will not be subject to excess 
profits tax and will have special depletion offsets as well as depreciation credits, 
but tax will nevertheless be an item of approximately $500,000. It would permit 
us to pay off all loans (and we do not expect to have any other liabilities) and 
to have a working capital of well over $1,000,000. 

If the sink and float tests are successful, as we expect them to be, we should 
be operating at about 300 tons per day and if such production is maintained over 
a period of 5 months we would have completed the 40,000 tons mentioned. We 
will continue mining, of course, but only as exploration goes along we will be 
able to determine WHERDE. Apparently we will have our choice of several 
blocks of ore, totalling some 110,000,000 pounds of metal. It looks as though 
our average ore, unless greater values are encountered at depth (as Fearing 
has predicated) would be less than 2 percent metal, or 40 pounds per ton, or, if 
tin support price is granted, about $80 per ton, gross. Since our costs, before 
taxes would be under 20 percent thereof, the operation on either 100 or 300 ton 
daily capacity (depending upon sink and float outcome) would be $5,000 to $15,- 
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000 net. The saving and processing of fluorite would considerably enhance those 
figures. 

On page 55 of the 3902, under the heading “General” the matter of fluorite is 
taken up. They say 18 to 20 percent of the 2,000,000 tons of tin ores (the part 
that was proven up by 1946, when the book was compiled) is fluorite. To this 
400,000 tons of CAF, must be added the millions of tons of it as shown by the 
drill holes. Note that drill holes 11 and 12 and others show blankets totaling 
hundreds of feet in thickness (and for the most part proven to be a minimum 
of 400 feet square). Drill hole 22 shows a blanket 100 feet thick, almost at the 
surface, which, fortunately, contains about 6 pounds of tin to the ton (more 
than enough to cover cost of mining and sacking) and could be handled by 
power shovel, grinding and flotation cell treatment. The grade of fluorspar now 
acceptable is 70 percent (cut from minimum of 85 percent due to extreme need 
of the material. Note that on page 55, bottom paragraph, presently short arsenic 
could be saved by flotation in the form of sulfide concentrate. As metallurgists 
have repeatedly said, the Seward Peninsula is a veritable storehouse of valuable 
minerals and the surface has not been scratched in the way of exploration. 

No one probably has been 2 miles from the mill in any direction except down 
the road to the beach. Fearing calls attention to formations that he could 
see through the glass, 2 miles or so from camp, that he says should be looked 
into at the earliest possible time. That was 20 years ago. 

Digressing a moment—Kadow called from Washington yesterday afternoon— 
said he felt sure he had everything under control for the future. Said a new 
loan contract would be made covering some years, and amounting to scmething 
around 14% million, mostly for revolving fund. A floor price of $1.35 on tin 
would be a part thereof. We thought we might need a little assistance from 
Mr. Jesse Larson head of the General Services Administration (who guarantee 
the loan) and Magnusson wired Larson to see Irv. Irv had been well briefed 
by Kadow and Larson not only agreed to help NOW but told Irv he was going to 
see the whole thing through as long as necessary or until it had been proven 
uneconomical. 

Am sending you also, copy of the application for exploration loan—it is the 
only one I have, so take good care of it. Also sending you copy of my letter 
report to Judge Murane, on the chance that it might cover something I am over- 
looking, in this letter. 

Kadow said over the phone yesterday afternoon (after I had written the first 
page of this letter) that he had not been sleeping and was generally not feeling 
good. That he wanted to get to Bridgeport and Omak. Was going to ask Joe 
to go over him and suggest something that the Juneau doctor might do for him. 
He takes everything so seriously and works so hard at it, that I suppose he is 
merely tired out and nervous. 

I find I do not have a-copy of the letter to the judge, but feel sure I have 
covered most everything in this letter. 

In the light of the assurance by Jesse Larson, that he is going to see us 
through this matter to the finish, I am beginning to think we might not be too 
smart in trying to sell a control. Think we can sell enough stock to produce 
as much cash as WE would get from the down payment, and on the theory that 
the down payment is all we would ever get if failure were encountered, and on 
the further theory that successful operation would mean that we would have 
left, 85 percent of our stock instead of 49 percent, we might be foolish to offer 
acontrol. Am only theorizing, or thinking out loud. 

Think you should absorb as much as you can from the information I am 
sending you, together with all that I have talked about in the past, to the end 
that you are able to answer most questions that might be put to you. 

Don’t think a man should buy this stock unless he can afford to take the very 
minor chance that he might lose. It seems to me that for each thousand dollars 
invested now he might reasonably expect from ten to one hundred times return. 
For example, it looks like $200 million might be taken out over a period of years, 
with the fluorspar perhaps doubling it. If the stock is split ten for one, and a 
man paid 40 cents per share, he might, conceivably, take out more than a hundred 
for one. Of course the question of WHY do we sell ANY if it is so good. The 
answer is that we have a lot of it—we have a large sum of money already 
invested and want to pay up loans created by such investment, at least in part. 
The risk seems to be pretty well eliminated—an/d because of the creation, finally, 
of a good market for a man to sell his stock or parts of it, enabling him to take 
capital gains, should make it attractive. 
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You will develop your own method of placing this stock. Scotty and I will 
be assiting you, whenever and wherever we can. The 4th word in the line 
above is assisting, although we have often sat on you. 

With love to everybody. 


DAp. 


SEATTLE Trust & Savines BANK, 
Seattle 4, Wash., September 21, 19538. 
Mr. D. W. Barton, 


Vice President, A. H. Bull & Co., 
New York City, N.Y. 

Deas Mr. Barton: Mr. Harry R. Fischnaller has been known to us for over 
20 years, during which time we have had many business dealings with him 
covering various fields of operation, some of them having been substantial in 
size. 

Our experience with Mr. Fischnaller these many years has been entirely satis- 
factory and he has, without exception, carried out his commitments to the fullest 
extent without delay or failure. 

We are glad to recommend him to you as a man of adequate means, and from 
our business experience and personal knowledge of him, I am sure he would not 
become involved in any transaction or commitment unless he could carry it out 
in the most satisfactory manner. 

Mr. Fischnaller is a man of high character, esteemed in this community where 
he is well known, as was his father before him. 

If there is any further information we can supply we will be happy to do so 
upon your request. 

Sincerely, 


CEBERT BAILLARGEON, President. 


MANAGEMENT CONTRACT 


This agreement this — day of March 1951, is between the United States Tin 
Corporation of Seattle, Washington, and Kenneth J. Kadow, of Juneau, Alaska. 

Subject of contract: This Agreement is respecting Mr. Kadow’s services as 
General Manager of the operation of the United States Tin Corporation’s prop- 
erties at Lost River on the Seward Peninsula in Alaska. 

Duration of contract : This contract shall be for a period of three years unless 
terminated as hereinafter provided. 

Consideration: Mr. Kadow shall receive a stock bonus of Eighty-five Hun 
dred (8,500) shares of capital stock of the United States Tin Corporation in 
consideration of the execution of this contract. No salary shall accrue to Mr. 
Kadow during the first year of the operation of this contract and thereafter 
until by appropriate action, the Board of Directors shall determine the amount 
of salary and the date it becomes effective. Mr. Kadow shall have the option 
of using any portion of or all cash payments due him under this agreement for 
the purchase of treasury stock of the corporation at $3.00 per share up to a 
total of 20,000 shares. The option to purchase 20,000 shares of capital stock at 
no more than $3.00 per share shall be irrevocable with the signing of this agree- 
ment, provided the option is exercised within three years of date hereon. This 
purchase limitation does not apply to stock that Mr. Kadow may obtain from 
stockholders on purchases independent of this agreement. 

Expenses: Mr. Kadow shall be reimbursed for his actual expense accounts 
for which he shall render a monthly accounting to the Company, but such ex- 
penses shall not at any time exceed the limitation set from time to time by the 
President and Board of Directors of the Company. 

Services and duties: Mr. Kadow shall serve as General Manager of the min- 
ing operations of the Company and shall devote such time thereto as is neces- 
sary for the efficient operation of such mining activities. 

Title: The Company will elect Mr. Kadow to the position of Executive Vice 
President without compensation, to serve for such length of time as he shall 
be General Manager under this contract. The Company will pass appropriate 
resolution defining Mr. Kadow’s duties as Executive Vice President. f 

Termination: This contract may be terminated by either party at any time 
for any reason upon ninety days written notice deposited in the United States 
Mail to the United States Tin Corporation, Jones Building, Seattle 1, Washing- 
ton, or to Kenneth J. Kadow, Box 3093, Juneau, Alaska. 
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Dated at Seattle, Washington, this — day of March 1951, and at Juneau, 
Alaska, this — day of March 1951. 
Unitep States Tin CORPORATION, 
, President. 
KENNETH J. Kapow. 


By 








MANAGEMENT CONTRACT 


This agreement effective the 1st day of April 1951 is between the United States 
Tin Corporation of Seattle, Washington, and Kenneth J. Kadow of Juneau, 
Alaska. 

Subject of contract: This Agreement is respecting Mr. Kadow’s services as 
General Manager of the United States Tin Corporation. 

Duration of contract: This contract shall be for a period of three years unless 
terminated as hereinafter provided. 

Consideration: Mr. Kadow shall receive a retainer fee on the basis of $9,000.00 
per year in cash, payable on a monthly basis, 3,000 shares of capital stock of 
the U. 8. Tin Corporation per year, to be issued semiannually, and three percent 
of the net earnings of the Corporation before taxes; but not on the first 
$300,000.00 of net earnings. Mr. Kadow shall have the option of using any por- 
tien of or all cash payments due him under this agreement for the purchase of 
treasury stock of the corporation at $3.00 per share up to a total of 20,000 shares. 
The option to purchase 20,000 shares of capital stock at no more than $3.00 per 
share shall be irrevocable with the signing of this agreement, provided the option 
is exercised within three years of date hereon. This purchase limitation does 
not apply to stock that Mr. Kadow may obtain from stockholders on purchases 
independent of this agreement. 

Expenses: Mr. Kadow shall be reimbursed monthly for his actual expenses, 
but such expenses are subject to limitations set forth by the Board of Directors 
of the Company. 

Services and duties: Mr. Kadow shall serve as General Manager of all busi- 
ness, and other activities of the U. S. Tin Corporation and shall devote such 
time thereto as is necessary for the efficient operation of such activities. 

Title: The Company will elect Mr. Kadow to the position of Executive Vice 
President without compensation, to serve for such length of time as he shall 
be General Manager under this contract. The Company will pass appropriate 
resolution defining Mr. Kadow’s duties as Executive Vice President. 

Termination: This contract may be termined by either party at any time for 
any reason upon ninety days’ written notice deposited in the U. S. Mail to the 
Directors of the U. 8. Tin Corporation at their home addresses, or to Kenneth J. 
Kadow, Post Office Box 2554, Juneau, Alaska. 

Dated at Seattle, Washington, this 3rd day of April 1951. 


Unitep States Trn CorPORATION, 
By H. R. FIscHNALieR, President. 
KENNETH J. Kapow. 


MANAGERS CONTRACT 


This agreement is effective the 5th day of December 1952 and is between the 
United States Tin Corporation, an Alaskan Corporation, and Kenneth J. Kadow, 
of Juneau, Alaska. 

Subject of contract: This agreement is respecting Mr. Kadow’s services as 
General Manager of the Corporation. 

Duration of contract: This contract shall be for a period of Ten (10) years, 
unless sooner terminated as hereinafter provided. 

Consideration: Mr. Kadow shall receive as salary, payable in cash, on a 
monthly basis, the sum of Fifteen Hundred ($1,500.00) dollars per month as a 
minimum basis guaranteed salary. The total annual compensation for Mr. 
Kadow shall be equal to two percent (2 percent) of the net profits of the 
Corporation, prior to taxes and depletion. 

Expenses: Mr. Kadow shall be reimbursed monthly for his actual expenses 
expended on behalf of the corporation, but such expenses are subject to limita- 
tions set forth from time to time by the Board of Directors of the corporation, 
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Services and duties: Mr. Kadow shall serve as General Manager of the cor- 
poration with all the duties and responsibilities incidental to such a position 
and shall devote such time thereto as is necessary for the efficient operation of 
the Corporation, 

Termination: This contract may be terminated by either party at any time, 
for any reason, upon four (4) months’ written notice deposited in the United 
States mail to the Directors of the Corporation at the offices of the corporation 
in Seattle, or to Mr. Kadow, Post Office Box 2554, Juneau, Alaska, as the case 
may be. 

This contract, when executed, supersedes Mr. Kadow’s existing contract as 
Manager, with the Corporation. 

Dated at Seattle, Washington, this 5th day of December 1952. 


UNITED States TIN CorPORATION, 
an Alaskan Corporation, 
By F. H. Furry, Vice President. 
KENNETH J. Kapow. 
Approved by the Board of Directors and entered into minutes of the Corpora- 
tion, January 21st, 1953. 


W. L. Gipson, Secretary. 


- - SEATTLE, WasH., August 4, 1954. 
Mr. KENNETH J. Kapow, 


National Hotel, 
Washington, D. C. 


Dear Mr. Kapow: This is to signify that Mr. Henry Charles Rohrback was a 
patient of mine in 1951. He had severe hypertensive vascular disease with in- 
volvement of his brain. 

This disease interfered with the coordination of his arms and fingers in such 


a way that he had trouble writing. His writing changed eonsiderably as a result 
of this, and at times was illegible. 


Sincerely yours, 
WIM C. Brinasgs, M. D. 


AFFIDAVIT OF W. L. GrsBon 
STATE OF WASHINGTON, 
County of King, ss: 

W. L. Gibbon, being first duly sworn, on oath deposes and says: 

That he resides at 10228 Belgrove Court, Seattle, Wash. 

That on or about the 10th day of March 1951, at the Rainier Club in the city 
of Seattle, Wash., your affiant met for the first time one Kenneth J. Kadow 
of Juneau, Alaska. At that time the board of directors of the United States Tin 
Corp. discussed for the first time hiring Mr. Kadow as manager of the cor- 
poration. 

Your affiant was then as now a member of the board of directors. Subse- 
quently on the 13th day of March 1951, your affiant, as lawyer for the corpora- 
tion, drew and forwarded a proposed contract of employment to Mr. Kadow 
at Juneau, Alaska. 

That the certainty of these dates is established by your affiant by reference 
to his notes, records, and daily record books. 

W. L. Grenon. 

Subscribed and sworn to before me this 4th day of August 1954. 

[SEAL] Ortver J. NEIBet, Jr., 

Notary Public in and for the State of Washington Residing at Edmonds. 





AFFIDAVIT 
STATE OF WASHINGTON, 
County of King, ss: 
Cliff Mortensen being first duly sworn on oath deposes and says: 
That he was acquainted with Mr. Kenneth Kadow, and in March 1951, Mr 
Kadow, after returning from Washington, D. C., stopped in Seattle and discussed 
making some arrangements with regard to representing the Mortensen Co. in 
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their various operations in Alaska. We were interested in having someone look 
after our various interests in Alaska at that time. Mr. Kadow advised us that he 
was considering making some arrangements for his employment with the United 
States Tin Corp. but would not do so if it would interfere with his making 
satisfactory arrangements with us to represent us in Alaska. 

We were able to advise Mr. Kadow that we felt he could make any arrange- 
ments he saw fit with the United States Tin Corp., and we could still work out 
something in connection with his representing us in our many matters affecting 
the Mortensen Co. in Alaska. 

To my knowledge Mr. Kadow was not at that time employed by, or working 
for, the United States Tin Corp. 

CLIFF MORTENSEN. 


Subscribed and sworn to before me this 4th day of August 1954. 


[SEAL] D. J. SPARLING, 
Notary public in and for the State of Washington, residing at Seattle. 


AFFIDAVIT OF F. H. Furey 


STATE OF WASHINGTON, 
County of King, 88: 

Before me personally appeared F. H. Furey, who, being first duly sworn, on 
oath deposes and says: 

That he resides at 5741 60th Northeast, Seattle, Wash. 

That on or about March 10, 1951, he was a director of the United States Tin 
Corp. and that he did meet at the Rainier Club, Seattle, Wash., one Kenneth 
J. Kadow, of Juneau, Alaska, for the purpose of discussing Mr. Kadow’s possible 
employment by the corporation. 

At said meeting, Mr. Kenneth J. Kadow, of Juneau, Alaska, was introduced 
to your affiant and the rest of the board of directors as an applicant for the 
position of general manager for the United States Tin Corp.; that he had not 
personally met Mr. Kadow, nor had Mr. Kadow’s possible employment been 
discussed by the board of directors prior to this meeting. 

Dated at Seattle, Wash., this 4th day of August 1954. 

F. H. Furey. 

Subscribed and sworn to before me this 4th day of August 1954. 


[SEAL] OLIveR J. NEIBEL, Jr., 
Notary public in and for the State of Washington, residing at Edmonds. 


ArFipavit or A. F. McInTosH 


STATE OF WASHINGTON, 
County of King, ss: 

Before me personally appeared A. F. McIntosh, who, being first duly sworn, on 
oath disposes and says: 

That he resides at 5611 Admiral Way, Seattle, Wash. 

That on or about March 10, 1951, he was a director of the United States Tin 
Corp. and that he did meet at the Rainier Club, Seattle, Wash., one Kenneth J. 
Kadow, of Juneau, Alaska, for the purpose of discussing Mr. Kadow’s possible 
employment by the corporation. 

At said meeting, Mr. Kenneth J. Kadow, of Juneau, Alaska, was introduced 
to your affiant and the rest of the board of directors as an applicant for the po- 
sition of general manager for the United States Tin Corp. ; that he had not per- 
sonally met Kadow, nor had Mr. Kadow’s possible employment been discussed in 
any board of directors meeting prior to the meeting above mentioned. 

Dated at Seattle, Wash., this 4th day of August 1954. 


A. F. McIntosu. 
Subscribed and sworn to before me this 4th day of August 1954. 


[SEAL] W. L. Gipson, 
Notary Public in and for the State of Washington Residing at Seattle. 
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AFFIDAVIT OF H. R. FISCHNALLER 
STATE OF WASHINGTON, 
Count of King, 88: 

Before me personally appeared H. R. Fischnaller who, being first duly sworn, 
on oath disposes and says: 

That he resides at 1418 92 Northeast, Bellevue, Wash. 

That on or about March 10, 1951, he was a director of the United States Tin 
Corp. and that he did introduce to several board members at the Rainier Clut, 
Seattle, Wash., one Kenneth J. Kadow, of Juneau, Alaska, for the purpose of dis- 
cussing Mr. Kadow’s possible employment by the corporation. 

Dated at Seattle, Wash., this 4th day of August 1954, 

H. R. FISCHNALLER. 


Subscribed and sworn to before me this 4th day of August 1954. 


W. G. GrBson, 
Notary Public in and for the State of Washington Residing et Seattle. 


NOTES FOR MINUTES OF MEETING OF May 10, 1951 


The meeting of the directors was held in Seattle on May 10, 1951, at which 
time the directors confirmed a contract with Ken Kadow as executive vice presi- 
dent and general manager and a contract with Paul Sorenson as general super- 
intendent. 

The secretary was directed to prepare in appropriate language the resolution 
authorizing the concluding of the loan agreement with the United States, but the 
loan agreement was not to be concluded until the corporation had repaid to H. R. 
Fischnaller his advances for the 1949-50 operations. 

Reference was made and a notation should be made in the minutes about 
Kadow’s house project at the Lost River area. 





ALASKA CONSULTANT & DEVELOPMENT Co., 
Juneau, Alaska, March 20, 1951. 
Mr, W. L, Grepon, 
Attorney at Law, Seattle, Wash. 


DeaR Scorrie: I received yours of March 12 with the proposed management 
contract enclosed. I am reworking the contract to provide a litle clearer defini- 
tion of some of the points you have enclosed and to add provisions of some 
major items you seemed to have omitted. 

Since I will be in Seattle next week on United States Tin Corp. business, I 
will bring the revised contract with me and we can go over it there in detail 
together. 

I am beginning to get my teeth in the tin corporation problems and I have 
much to report when I come down. 

Looking forward to seeing you soon, 

Very truly yours, 
KENNETH J. Kapow. 


Fesrvary 28, 1951. 
Mr. CLifF MORTENSEN, 
President, Mortensen Nelse & Co., 
Seattle, Wash. 


DEAR Mr. MorTeNSEN: Mr. Kenneth J. Kadow is under consideration for au 
important executive position with the United States Tin Corp. in which a client 
of this office is heavily interested. He has given your name as a character 
and business reference. 

May I ask you your judgment of Mr. Kadow’s general business and char- 
acter qualities, and your judgment of his specific ability to build an organiza- 
tion and successfully bring together men, machinery, and an undeveloped mining 
property into a going operation. 

Very truly yours, 
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NELSE Mortensen & Co., INc., 
Seattle 9, Wash., March 8, 1951. 
Frep P. Loomis, 
Investment Counsel, Seattle 1, Wash. 


Dear Mr. Loomis: Your letter of February 28 concerning Mr. Kenneth J. 
Kadow is at hand. It has been the pleasure of the members of this firm to 
know and work with Mr. Kadow for the last 3 years. I presume that you are 
aware of the fact that he is the direct representative of the Secretary of the 
Interior in Alaska and as such helps shape the huge program of the Interior 
Department there. During the 3 years of Mr. Kadow’s tenure in Alaska, it is 
our understanding that the Department’s principal goal was the economic de- 
velopment of the Territory. In this connection we have firsthand knowledge 
of Mr. Kadow’s effectiveness. He has excellent understanding of business and 
a businessman’s problems in connection with any development activities. He 
has been of the utmost assistance to this firm in the development of several mil- 
lions of dollars of work by us there, 

You are also probably aware of the fact that he was vice president of one 
of the Rockefeller companies and in this capacity invested many millions of 
dollars for this group abroad in sound business ventures. It is our understand- 
ing that Mr. Kadow left this position because of the excessive travel abroad. 

Althought Mr. Kadow has apparently not been in private business positions a 
very large part of his life, he has nevertheless many business interests which, 
I understand, are successful. Undoubtedly, Mr. Kadow would not pose as a min- 
ing expert, but any shortcomings in this connection would be more than offset 
by his special knowledge of Government and financing, both of which are very 
important in any Alaska development. 

He has demonstrated to this firm, several times over, his ability to get things 
over rapidly and effectively, and has also helped us effectively in financing 
some of our projects. Many people have expressed views to us concerning his 
work in Alaska. They have all added up to the fact that he is doing a very 
fine job there and is well liked by everyone. We have no reservations concern- 
ing his ability or character. 

If we can be of any further assistance to you in this matter, please let us know. 

Very truly yours, 
Netse Mortensen & Co., INC., 
By Ciirr MorrTeNSEN, Vice President. 
FEBRUARY 28, 1951. 
Mr. JACK MULLEN, 
President, B. M. Behrends Bank, Juneau, Alaska 


DeAR Mr. MULLEN: Mr. Kenneth John Kadow is under consideration for an im- 
portant executive position with the United States Tin Corp. and has given your 
name as a reference. 

Would you be good enough to indicate to me your judgment of the managerial 
capacities of Mr. Kadow, and his ability in your judgment to bring together 
successfully men, machinery, and an undeveloped mining property into a going 
operation. 

I have a vague feeling that I used to know you a great many years ago and I 
think of you in connection with the Washington Mutual Savings Bank when I 
was associated with the bond department of the old Dexter Horton National 
Bank. Are you as good looking as you were at that time? 

Sincerely yours, 


THE B. M. BEHRENDS BANK, 
Juneau, Alaska, March 2, 1951. 
Re Mr. Kenneth John Kadow, your letter February 28, 1951 
Mr. FRep P, Loomis, 
Seattle 1, Wash, 

Dear Mr. Loomis: I have know Mr. Kadow the past 3 or 4 years when he wa 
coordinator or some such title for the United States Department of the Interior 
for the Territory of Alaska. It apparently was one of those high pressure New 
Deal positions and in my judgment he made a good job of it although he in- 
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curred the displeasure of those who do not like the New Deal nor its pomps 
and works. 

I had some financial dealings with him and always found him fair and under- 
standing and a man to live up to his promises. Upon inquiry of some New Jersey 
bank, that bank spoke well of him and as I remember Mr. Kadow is a man of 
more than ordinary means, in accordance with the information sent me. 

As you know New Deal employees take on some extravagant notions about 
spending and incurring expense. Some way or another I never thought Mr. 
Kadow a New Dealer at heart but considered him rather practical and capable 
of slowing down his ideas to the necessities of the business world. I am sure 
you have been impressed by his ability as a salesman and his apparent managerial 
ability and I would offhand think he could fit into your picture with distinction. 

It seems like I remember spending some time in your office in the old Dexter 
Horton Bank with a Dr. Leary talking over investments. That was many years 
ago and of course I am not sure but the next time I visit Seattle, will try to bring 
up some of the good old days to memory by visiting you. As far as looks are 
concerned I have grown somewhat obese and bald and it has been a long time 
since a lady gave me a second look on the street. 

Yours very truly, 
J. M. MULLEN. 


SEATTLE 1, WASH., 
July 29, 1954. 
Mr. H, R. FIscHNALLER, 
Washington, D.C. 

Deak Harry: Group No. 1 contains our correspondence with the Department 
of the Interior showing that you and I were working on the Point Spencer mat- 
ter a year preceding our meeting with Kadow. 

Group No. 2 shows the correspondence between Kadow and myself showin 
that we held this stock in escrow until Kadow paid for it, and also shows Kadow’ 
$12,000 cash purchase of stock . 

Exhibit No. 3 shows how I can fix the time when I first met Kadow. Our first 
meeting in the tin company with Kadow as in the last week of February, almost 
the last day of February. The next week I had a conference with the Alaska 
Native Service and interrogated Hugh Wade about Kadow and we discussed the 
matter of utilizing Eskimo labor. Somebody must be deliberately warping the 
truth because all my records indicate entirely contrary to the stuff we see in the 
newspapers. And, of course, I never hear from you and that leaves me just 
about as much in the dark as ever. 

You will notice, from exhibit No. 4, that the next day, after exhibit No. 3, I 
drew a management contract for Kadow and mailed it to him at Juneau. At- 
tached to it you will see my original notes and attached to that is the envelope in 
which Kadow, on March 21, mailed back his proposed contract. I don’t think 
we ever accepted that first contract, although Jay tells me you signed a copy, 
but if you did, it was in error because I grabbed onto Kadow’s 8,500 shares of 
stock and would not let him have it until he paid for it. Attached to that are the 
original notes typed up by Mrs. Feiring for May 10. 

I enclose, as exhibit No. 5, a copy of the corporate resolution containing H. 
Rohrback’s signature of May 25, 1949. This is when Henry was slipping but still 
functioning. You will find attached to that my original notes and a copy of the 
minutes of May 29, 1951, wherein I was elected secretary to replace Henry. 
Henry was not coming to the office by that time and, if my memory and knowl- 
edge is correct, had not been down since January or February of 1951. It runs 
through my mind, and the minutes and other facts may bear this out, that Henry 
Rohrback had had another stroke between January 1951 and March 1951. I 
don’t believe that Henry, for instance, ever saw Kadow. You will also find 
enclosed a clipping of Henry’s death. We notice by the papers that there is some 
question of Henry’s signature as to whether it is genuine or not. Well by March 
or April of 1951 Henry had slipped so badly that we could not trust him in the 
office because he did not know what he was doing. Undoubtedly that may have 
had something to do with his signature, because it is my recollection that about 
that time we took turns sending him home in a cab when we found him roaming 
around town. 

Please remember to send these documents back to us. 

Sincerely, 


or 
= 
Ss 


W. L. Grepon. 
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P. S.—I would be very curious as to how the Government tries to make a point 
out of the alleged forgery of Henry’s signature. I have had the minute books in 
my office where they have been audited by everybody from hell to breakfast, but 
they have never been out of my possession since I have been secretary until I 
sent them east last week, and no one in my office has ever permitted anyone to 
inspect these records except under our office supervision. The implication, there- 
fore, must be that somebody in our office forged Henry Rohrback’s signature to 
minutes to help strengthen Kadow’s case. Well, I guess there is nobody in the 
company or anybody from Seattle to Nome that does not know that Kadow and 
I have been antagonistic toward each other from the first dayeI met him and 
Kadow has about as much chance of getting inside the front door of my office 
as a Magazine salesman. 


W. L, G. 


Apri 11, 1949. 
Mr. LowELt M. PuckKETT, 
Regional Administrator, Bureau of Land Management, 
Department of the Interior, Anchorage, Alaska. 


Dear Srr: While in Washington last week, conferring with Mr. Lannigan and 
Mr. Claussen, the matter of some remaining material at North Spit and Point 
Spencer (near Teller) came up. They suggested I write you and ask that you 
ascertain from the Army whether the material at these two points could not be 
now disposed of. They thought if you obtained a waiver from the Army you 
could arrange with the Seattle war assets office to make disposition and we might 
in that way be able to purchase these items. 

We are particularly interested in some timbers and poles for schoolhouse foun- 
dation and other work. 

Some of the material at the North Spit has been used but thnt would not mat- 
ter so much to us. In this connection, it is our understanding that the natives 
in that section are making use of some of the poles and timbers for their fires, 
and that the high tides are floating some of it out to sea. 

Would you please advise us of your findings so that we may keep in touch with 
the war assets office here. 

Very truly yours, 
Unrrep States Trin Corp., 
H. R. FIScHNALLER, President. 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
BUREAU OF LAND MANAGEMENT, 
Anchorage, Alaska, April 12, 1949. 
Mr. H. R. FIscHNALLER, 
President, United States Tin Corp., 
Seattle 1, Wash. 


Dear Sir: In your letter of April 11 you outlined a proposal whereby certain 
material at North Spit and Point Spencer might be sold. 

The proper procedure for the disposal of property not needed by the Army is 
for such material to be declared surplus to the War Assets Administration. The 
Bureau of Land Management is no longer the disposal agency for surplus prop- 
erty. It is only when property is abandoned by the War Assets Administration 
after having been declared surplus by the Army that we may decide to dispose 
of the property if there is any market therefor. Usually, of course, if there is no 
market, the WAA takes care of the sale. 

Therefore it appears that you should contact the Army and at the same time 
contact the War Assets Administration relative to the declaring of the property 
surplus to the needs of the Army. 

Very truly yours, 
LOWELL M. PUCKETT, 
Regional Administrator. 
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Marcu 29, 1950. 
Re Operation NAN. 
DEPARTMENT OF INTERIOR, 
Office of Chief Counsel, Washington, D. C. 
(Attention : Mr. Lannigan, Assistant Chief Counsel. ) 

Deak Mr. LANNIGAN: This letter is on behalf of the United States Tin Corp., 
201 Jones Building, Seattle, Wash., with respect to the purchase of abandoned 
materials located on the York Peninsula on the Bering Sea, north and west of 
Teller, Alaska. In connection therewith we wish to furnish the following 
information : 

1. Some of this material is located at Point Spencer and some at North Spur. 
It was deposited there by the United States Army sometime in 1943-44. 

2. The United States Army or War Assets Administration sold this machinery 
and other equipment to the Morrison-Knutson Co. in 1946-47. About the same 
time one or the other sold the oil and other materials to one Archie Ferguson 
and associates. The details of these sales are not known and several years of 
investigation have failed to disclose any factual information. 

3. What material is now left is not known except that in flying to the United 
States Tin operations at Lost River we have noticed, from the air, that there is 
lumber and poles, some in the water, some scattered on the beach and some 
loosely in piles. 

4. There are no roads in to this property from any direction. 

5. The United States Tin Corp. has a placer mining and lode milling operation 
recovering tin and tungsten, both of which are strategic materials, on Lost 
River. Lost River is 17 miles by water from Point Spencer and 25 miles by water 
from North Spur. This will be the only private industry operating the year 
round north of Nome, and 80 percent of its labor now and in the future will 
consist of Alaskan natives. 

6. The United States Tin Corp. can use some of this salvage lumber and poles 
in the construction of housing for labor and mining buildings and to that end 
makes the following: 


PROPOSAL 


That United States Tin Corp., 201 Jones Building, Seattle, Wash., for its op- 
erations at Lost River, Alaska, will pay to the Department of Interior the sum 
of $1 per thousand board-feet for the lumber and poles, and $3 per ton for any 
materials to be found at Point Spencer or at North Spur, Alaska. That the ma- 
terials are all to be used iv the United States Tin operations at Lost River, 
Alaska. That the United States Tin Corp. will keep a tally and inventory of such 
materials as taken and will forward to the Department of Interior the original 
of such tally or inventory accompanied by a remittance within 30 days after the 
taking of such materials. 

That if any oil is found in a usable condition the United States Tin Corp. will 
pay $1 per barrel for oil or oil products. 

Respectfully submitted. 

DIcKISON, BAR & GIBBON, 
By — - 





UNITED STATES DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., May 3, 1959. 
Mr. WALDYN L. GIBBON, 
Seattle 1, Wash. 


My Dear Mr. Greson: We have your letter of March 29 to Mr. Lannigan of the 
Bureau of Land Management. We have been awaiting it for some time so we 
could proceed with the case. 

In that letter you offer, on behalf of the United States Tin Corp., to buy some 
abandoned material on the public lands at Point Spencer and North Spur, Alaska. 
The material consists of lumber and poles, oil drums, oil and oil products, and 
other salvage material. 

You report that two sales of some material in the area were made in 1946-47. 
The Seattle office of War Assets Administration has reported that it has no 
record of any sales, so apparently, the sales, if any, were made by the Army or 
Navy. 
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The United States Tin Corp. offered to pay $1 per thousand board-feet for the 
lumber and poles, $1 per barrel for oil and oil products, and $3 per ton for ovher 
materials. 

The terms of this offer are not acceptable to the Department. I am, however, 
instructing Mr. Lowell M. Puckett, regional administrator, Bureau of Land Man- 
agement, Anchorage, Alaska, that he may sell the material to the corporation 
on the following terms and conditions: 

1. The sale is to be made expressly without warranty of title. 

2. The sale is to be subject to clearance by the Alaska Military Command. 

3. The proposed sale is to be given wide publicity in Alaskan newspapers prior 
to final approval, and if substantial objections appear, it is not to be consum- 
mated without clearance from the Secretary of the Interior. 

4. Unit prices shall be $10 per thousand board-feet for lumber and $0.03 per 
lineal foot for poles ; $2.75 per barrel for oil and oil products other than gasoline; 
$5.07 per barrel for gasoline; $0.50 for each oil or gasoline drum; and $6 per 
ton for other salvage materials. The prices on oil and gasoline do not include 
the drums, which must be paid for separately. 

5. The corporation shall be required to pay only for the material it takes and 
shall keep an accurate tally and inventory of all material taken and will forward 
to the regional administrator, Bureau of Land Management, Anchorage, Alaska, 
the original of such tally or inventory accompanied by a remittance of the full 
amount due thereunder within 30 days of the taking. The contract of sale is to 
remain in effect for not to exceed 2 years. 

6. The corporation agrees to permit representatives of the Bureau of Land 
Management to inspect its records relating to such material and its camp and 
workings at any time. 

7. The material is to be used in connection with the corporation’s mining ac- 
tivities in Alaska and is not to be resold or used elsewhere. 

8. No Indian or Eskimo dwellings or hutments in the area are to be disturbed. 

Further communication in the matter should be with Mr. Puckett. 

Sincerely yours, 
WILLIAM FE. WARNE, 
Assistant Secretary of the Interior. 


May 11, 1950. 
Re abandoned material at Point Spencer and North Spur, Alaska. 
Mr. LOWELL M. PUCKETT, 
Regional Administrator, Bureau of Land Management, 
Anchorage, Alaska 


Deak Mr. Puckett: Referring to a letter of May 8 from Mr. William BD. 
Warne, Assistant Secretary of the Interior, we are informed that you may sell 
to the United States Tin Corp. the abandoned material above referred to, sub- 
ject to the terms and conditions set forth in Mr. Warne’s letter. 

Such terms and conditions are approximately as follows: 

1. Sale to be made expressly without warranty of title. 

Comment: None. 

2. Sale to be subject to clearance by Alaska Military Command. 

Comment: Can you make this clearance for us or shall we seek it ourselves? 

3. Proposed sale to be given publicity prior to final approval and if substantial 
objections appear, sale not to be consummated without clearance from the 
Secretary of the Interior. 

Comment: Will you require anything from us in the way of suggestions or 
information as to the publicity? If any substantial objections appear, will you 
wish us to seek clearance from the Secretary of the Interior? 

4. Unit prices as per schedule in Mr. Warne’s letter. 

Comment: None. Prices acceptable. 

5. Tally and inventory of material taken and remittance contract to be in 
effect for 2 years. 

Comment: None. Terms acceptable. 

6. Inspection of records. 

Comment: None. Acceptable. 

7. Materials to be used in mining activities. 

Comment: None. Acceptable. 

8. Eskimo dwellings not to be disturbed. 

Comment: None. Acceptable. 
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The United States Tin Corp. would like to know, as soon as you can con- 
veniently advise them, when they will be in a position to secure this material 
from you. Mining operations will commence on or about June 15. The last 
shipping date from Seattle, prior to commencement of mining operations, will 
leave Seattle about June 1. Mr. MacIntosh of the United States Tin Corp. 
will leave Seattle approximately May 25 for Nome. Obviously the United States 
Tin Corp. would like to know as soon as they can whether or not they can use 
some of this material, because if they can secure some of it, particularly salvage 
lumber, they would attempt to get it from where it now is to the mining 
operations prior to the commencement of the operations on June 15. Some of 
the salvage timber can be very handily used for timbers in the underground 
shafts. 

If, in your opinion, it would be advantageous for the writer or other repre- 
sentatives of the United States Tin Corp. to meet with you, we will attempt to 
hold a meeting with you in Anchorage at your convenience. The writer could 
leave here Saturday, May 20, for a meeting the 21st or 22d. 

Will appreciate your advising us in the matter, and.are 

Very respectfully yours, 
DicKIsonN Bar & GIBBON, 
By ——— —— 


P. S.—You may, if you will, call or wire the writer collect at this office. 
W.L.G 


DEPARTMENT OF THE INTERIOR, 
BUREAU OF LAND MANAGEMENT, 
Anchorage, Alaska, May 16, 1950. 
Mr. WALDYN L. GIBBon, 
Seattle 1, Wash. 

Dear Mr. Grpson: Receipt of your letter of May 11, 1950, concerning the 
abandoned materials at Point Spencer and North Spur, Alaska, is acknowledged. 

Effort will immediately be made by this office to obtain a clearance from the 
Alaska Military Command. As soon as this necessary clearance is obtained, we 
may then be in a position to proceed with publication of the proposed sale and 
inform you if and when the materials will be made available for removal by 
the United States Tin Corp. 

It is believed that the matter may also be further expedited, if you would sub- 
mit a list to the Alaska Military Command of the kind and amount of materials 
expected to be required by the corporation, with a request for its clearance of 
the proposed sale. This office presently has no information as to kind or amount 
of materials which may be available for sale, other than that mentioned in Sec- 
retary Warne’s letter to you of May 3, 1950. 

In the event substantial objections should appear to the sale, clearance will 
be sought from the Secretary of the Interior by this office. 

Very truly yours, 
LOWELL M. PUCKETT, 
Regional Administrator. 


UnrtTep States TIN Corp., 
Juneau, Alaska, October 9, 1952. 
Mr. W. L. GrIsson, 
Dickison, Bar € Gibbon, 
Seattle 1, Wash. 

Deak Scorty: Enclosed please find my check for $12,000 for the purchase of 
12,000 shares of the old United States Tin Corp. stock or 120,000 shares of the 
hew United States Tin Corp. stock under my recent purchase agreement. Will 
you please issue all of this stock in Dallas W. Kadow? Also, you are now hold- 
ing 8,500 * shares for me. Will you please exchange them for 85,000 of the new 
stock and make them out to me? 





*Did nothing with this at present time. 
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Send both certificates along just as soon as they are available. 
With best regards, I am 
Very truly yours, 
KENNETH J. Kapow. 
Mnclosure : Check, $12,000. 
[Hand written note :] 
10/13/52. 
$12,000 check delivered to Jon Gilmour 10/13/52. Issued and forwarded to 
Ken Kadow Certificate No. 538 for 12,000 shares of stock. Certificate in name of 
Dallas W. Kadow. 





UNITED STATES TIN Corp., 
Juneau, Alaska, October 15, 1952. 
Mr. W. L. GIBBon, 
Dickison, Bar & Gibbon, Seattle, Wash. 

Dear Scorry: Received the 12,000 shares of old tin stock today made out to 
Dallas W. Kadow. 

Please issue the 8,500 still due me to me instead of Dallas as you stated in 
your note. Also you may as well issue it now, also, because I will want to divide 
all of this when the new is issued. 

With best regards, I am 

Very truly yours, 
KENNETH J. Kapow. 


P. S.—Be sure the 8,500 carries date to correspond to my contract along about 
April or May 1951—Ken. 


Octoser 24, 1952. 
Re: Kadow’s corporate stock 
UNITED States Trin Corp., 
Seattle 1, Wash. 
(Attention: Mr. Schaefer and Mr. Stokes.) 
GENTLEMEN: This is to remind you that you received Kadow’s check for 
$12,000 for the purchase of 12,000 shares of Mr. Kadow’s optioned stock. 
You will recall that we are already holding 8,500 shares which we are now 
called upon to deliver to Mr. Kadow in lieu of salary. 
It seems to us that the 12,000 plus the 8,500 shares equals 20,500 and that 
under Mr. Kadow’s contract, his option was for only 20,000. 
Will you please straighten out and reconcile for us this apparent difference. 
Very respectfully yours, 
DICKINSON, Bar & GIBBON, 
By 








OCTOBER 27, 1952. 
UNITED States TIn Corp., 
Seattle 1, Wash. 
GENTLEMEN: We have this day delivered 8,500 shares of United States Tin 
stock in certificates Nos. 76, 77, 78, and 79, dated August 8, 1951, to Mr. Kadow. 
This is stock we held in escrow which was to be turned over to Mr. Kadow in 
lieu of salary. Please have Mr. Stokes advise us whether adjustment for this 
transaction has been made on the books of the corporation. 
Very respectfully yours, 
Dickison, Bar & GIBBON, 
By ——— 





Marcn 12, 1951. 
lke United States Tin Co. 
Mr. Huen WADE, 
Area Director, Alaska Native Service, 
Juneau, Alaska. 

Dear Mr. WandeE: We believe we have been successful in securing the services 
of Mr. Kenneth J. Kadow of your city to become executive vice president and 
general manager of our tin operations on Lost River on the Seward Peninsula. 
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You will recall that I mentioned this subject to you while you, Mr. Utz, Mr. 
Kimball, and Mr. Mountjoy were here week before last. 

I am personally interested in this from the standpoint of being able to utilize 
native labor. If the opportunity presents itself, would you discuss this subject 
with Mr. Kadow? He is a new man to us and I hesitated to approach the subject 
having only met the man once, but for myself and the people I represent I would 
like to be able to say that we do contribute something to the native welfare. 
Very respectfully yours, 

Dickison, Bar & GIBBON, 
By ——— ———.. 


Marcu 13, 1951. 
Mr. KENNETH J. Kapow, 
Juneau, Alaska. 
DEAR Mr. Kanow: Enclosed herewith is management contract for your inspec- 
tion and comments. 
Dickison, Bar & GIBBON, 
By ——— ——-.. 


ALASKA CONSULTANT & DEVELOPMENT Co., 
Juneau, Alaska, March 20, 1951. 
Mr. W. L. GIBBON, 
Attorney at Law, Seattle, Wash. 

DeAR ScorTie: I received yours of March 12 with the proposed management 
contract inclosed. I am reworking the contract to provide a little clearer defini- 
tion of some of the points you have inclosed and to add provisions of some major 
items you seemed to have omitted. 

Since I will be in Seattle next week on United States Tin Corp. business, I will 
bring the revised contract with me and we can go over it there in detail together. 

I am beginning to get my teeth in the Tin Corp. problems and I have much to 
report when I come down. 

Looking forward to seeing you soon, 

Very truly yours, 
KENNETH J. Kapow. 


May 28, 1952. 
Mr. W. L. GIBBON, 
Attorney, Dickison, Bar & Gibbon, 
Seattle 1, Wash. 

Deak Scorty: There are some shortcomings in the corporation minutes that 
should be corrected, either by corrective action or as new business in the forth- 
coming stockholders and directors meeting. 

1. The minutes do not show that we elected Mike Walsh a director. This 
ought to be done for April 4 meeting, but no later than the last one. 

2. Correct the minutes on my stock offer to reflect the sense of my letter. As 
I recall it, I offered to purchase all my corporation stock on option still out- 
standing. At that time it amounted to 22,000 shares for the sum of $22,600. 
The wording used by you for your call to stockholders’ meeting is perfect. It 
does not name the number of shares held by you. This, I prefer, because that 
transaction is supposed to be complete so far as the company is concerned. If 
you can do so, use the Same wording. It will keep me out of tax trouble. You 
could leave it as it is we all understand what the actual deal is. 

If someone else signs contract with Government on exploration loan, be sure 
and send a corporate resolution along with it. In this connection your corporate 
action under date of October 31, 1951, indicating “any two officers of the cor- 
poration consisting of president, vice president, secretary and treasurer, are 
authorized to sign evidences of indebtedness and to execute contract conveyances 
or commitments on behalf of corporation” has not been followed to date. In 
the first place, I forgot about the action; and in the second place, it hasn’t been 
easy to carry out, although I’m sure it could have been. I like the idea of the 
motion, but would sure like it taken out of the October 31 minutes and placed 
in at some future date. I would like to make all the notes I have executed 
legal. I think all the contracts are legal, in that each represented separate 
board action. Clean up this situation Scotty, so it’s good for fast but proper 
action. 
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I still find nothing about Harry’s 75,000 shares at $1 after June 29. For 
Harry’s sake, that situation should be cleaned up before some internal revenue 
men reads our minutes. I don’t see why you don’t strike the minutes of June 
29, 1951, and instead go back to those of May 29, 1951. If you do this, be sure 
and get Spence’s advice so it won’t affect our financial statement. 

When I get more time I’ll go over minutes more in detail; but aside from my 
above suggestions, they are in good shape. 

With best regards, I am 

Very truly yours, 


a 
KENNETH J. Kapow. 


Unrrep STaTEs DEPARTMENT OF THE INTERIOR, 
BUREAU OF MINEs, 


Washington 25, D. C., July 2, 1954. 
Hon. HoMer E. CAPEHART, 


Chairman, Joint Committee on Defense Production, 
United States Senate, Washington 25, D.C. 


My Dear SENATOR CAPEHART: In response to the telephone call from your 
office on last Friday afternoon, June 28, for a statement by S. H. Lorain, regional 
director, region I, regarding conferences with officials of the United States Tin 
Corp., during March, April, and May, 1951: 

Mr. Lorain has furnished me with a memo covering the subject, dated June 
29, and this memo, in duplicate, together with notes prepared by J. A. Herdlick, 
Chief, Mining Division, region I, in duplicate, and a single copy of notes on min- 
ing equipment prepared by the Denver Equipment Co., dated February 17, 1951, 


are enclosed. I would appreciate it if I might have the last item returned to 
the Bureau files. 


Sincerely yours, 
J.J. Forses, Director. 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
BUREAU OF MINES, REGION I, 
Juneau, Alaska, June 29, 1954. 
Memorandum to: J. J. Forbes, Director, Bureau of Mines. 
From : Regional director, region I 
Subject: Conferences with officials of United States Tin Corp. 


Pursuant to a telephone call from Charles W. Merrill on June 25, and to your 
confirming telegram received yesterday, I have consulted with all members of our 
staff who might have had_contact with officials of the United States Tin Corp. dur- 
ing March, April, or May 1951. Special reference was made to any data that 
might have bearing on the development of a 100-ton operation instead of the 
25-ton operation that originally was authorized. 

The first conference with United States Tin Corp. officials of which we have 
any record or memory was held in Seattle on November 10-13, 1950. This was 
held at Washington request and is mentioned in the field team report to DMA; 
I assume that this meeting is not pertinent to your current request. The next 
meeting of which we have any record or memory was, we think, on March 29, 1951. 

The meeting of March 29, 1951, was held at the request of the company 
(probably by telephone—we have no correspondence about it) to discuss the 
purchase of suitable mining and milling equipment. At that time R. R. Wells, 
Chief, Metallurgical Division, region I, was scheduled to go to Albany, Oreg., and 
J. A. Herdilck, Chief, Mining Division, region I, was scheduled to consult GSA 
in Seattle—both on Bureau of Mines business. In order to accommodate the 
United States Tin officials I arranged that our two men should go at the same 
time and meet with the United States Tin group while they were in Seattle. Ac- 
cording to our travel records, they each were in Seattle on March 29, 1951; 
consequently, we assume that the meeting was held on that day. 

Tnasmuch as we considered the meeting to be informal and to be concerned 
with technical details only, no minutes or written records were kept by us; 
consequently, the following is, chiefly, from the memory of our two representa- 
tives: 

Location: The meeting was held in Mr. Kadow’s room at the Gowman Hotel 
(now the Hotel Stewart). It was the impression of Mr. Herdlick that Mr. 
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Kadow had just decided to affiliate with the company and was in process of 
taking over his managerial duties. 
Present : 


J. A. Herdlick, United States Bureau of Mines 

R. R. Wells, United States Bureau of Mines 

Harry Fischnaller, United States Tin Corp. 

K. J. Kadow, United States Tin Corp. 

Fred Furey, United States Tin Corp. 

Mr. MacIntosh, United States Tin Corp. 

Company treasurer (name not remembered), United States Tin Corp. 
Mr. Higgins (part of the time), Denver Equipment Co. 

Possibly another United States Tin man, not certain. 


Discussed: Discretion centered around equipment and proposed 24-ton/day 
mill flowsheet that was submitted by the Denver Hquipment Co.; copies of the 
Denver Equipment Co, proposals were passed out to those present. Mr. Herdlick 
happened to save his copy of these proposals and I am attaching it herewith. 
During the meeting Mr. Herdlick made some rough computations, in pencil, and 
pointed out that the funds available were not sufficient to finance the project on 
the basis of the “Deco” quotations plus other requirements that he could foresee. 
Mr. Herdlick happened to save these notes a copy of which is enclosed herewith, 
no copy of these notes was given to the company officials. Mr. Wells criticized 
several technical features of the flowsheet that was proposed by Denver Equip- 
ment Co. So far as either Mr. Herdlick or Mr. Wells can remember, no other 
matters, except the usual irrelevant conversation natural to such a meeting was 
discussed. When asked for a final specific recommendation to take care of the 
situation Mr. Wells advised them to hire a competent engineer and give him full 
support. 

The foregoing is, essentially, all that either Mr. Herdlick or Mr. Wells can 
remember about the meeting. 

I do not remember (nor have record of) any other specific contacts with offi- 
cials of the United States Tin Corp. during the period in question except that Mr. 
Kadow occasionally called me by phone, or dropped in, to talk about the hiring 
of a competent superintendent, or to ask advice about some technical detail, I 
do remember that, when Paul M. Sorenson was hired as general superintendent, 
Mr. Kadow brought him over to our office to get acquainted and to obtain some 
technical background about the situation at Lost River. 

Mr. Wells remembers that, some weeks after the meeting of March 29 Mr. 
Kadow came to our office and told us that he had been successful in purchasing 
secondhand equipment of standard size at bargain prices; he asked our help in 
working up a suitable mill flowsheet. Mr. Wells and R. L. Thorne, mining engi- 
neer on our staff, drew up a tentative flowsheet based on the equipment Mr. 
Kadow had arranged (or was arranging) to purchase. This flowsheet, and pos- 
sible modifications of it, were discussed again when Mr. Sorenson visited us 
before he went to the mine. 

I want to make it perfectly clear that, after our initial report to DMA, this 
office had no direct contact with the formulation or administration of DMA- 
DMI A contracts; to the best of my memory we have never seen a copy of any 
of the contracts or modifications thereof. When we were asked for technical 
advice we tried to give it to the extent that it did not interfere seriously with 
our regular work but we certainly did not presume to authorize any work pro- 
grams. Company officials were fully aware of the fact that we did not have any 
authority in this respect; consequently they did not approach us on the subject. 

It is my impression that the change from 25-ton toward 100-ton operation was, 
chiefly, a matter of evolution. In 1951 the company had only a very short time 
in which to purchase equipment and get it on the steamer for Lost River; conse- 
quently, the management had to take what it could get within the limitations of 
its budget and available time, naturally it would have been much easier to obtain 
bargain secondhand equipment of “standard” size than to obtain the “half size” 
(therefore scarce) equipment needed for a 25-ton mill. I have always assumed 
that, in view of the low-cost acquisition of larger equipment, DMPA agreed to 
budget the operation on a larger scale; however, we never knew exactly what 
arrangements were made with Washington nor when they were made. 

S. H. Lorarn, 
Regional Director, Region I. 
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Notes Mapp During MEETING WITH UNITED States TIN OFFICIALS IN SEATTLE, 
Marcu 29, 1951 
Capital expenditures—lode mining only 


FROM UNITED STATES TIN ESTIMATE 








BOnSonh «UNI I I eee $36, 652. 30 
Freight to Seattle (mill mac IIIT ) sscivncnnisictinasqeamiinm tl itll ce ee ene 2, 300. 00 
SPINE GHUNIIIIIIIII csnssstsarinsnecinsoebacieiguaintidnsnetei aan te toi tet hace on 2, 205. 00 
Prepare UO I i a 9, 200. 00 
VOR DORE 00 SER carbon en ntseitcsaiatit manta initina > 1, 260. 00 
Material and wages, mill PO itcitetncnniccnseti ede i hts 20, 330. 00 
RIOR ao cin:neciseesakaniit Vinkcadeangmnaminipoias necene eee ee 2, 600. 00 

Capital expenditures (United States Tin estimate)__________ 74, 547. 30 

ADDITIONAL ITEMS (NOT IN UNITED STATES TIN ESTIMATE) 

Tanks, mill water and water reclamation____.._____.___________ 5, 000. 00 
Additional for winterizing camp and mill buildings (minimum) —____ 15, 000. 00 
Rehabilitation of mining workings (minimum)-__-_---_-_________ 10, 000. 00 
Additional mining equipment, steel, bits, columns, bars......_...-___ 1, 500. 00 
Sampling and laboratory equipment_._._..._......-____-_________ 2, 500. 00 

Capital required (placer equipment excluded) .........____ 108, 547. 30 
For placer equipment (United States Tin estimate) .........._____ 20, 760. 00 

SOCK GHpital (10S Gd DIRCOE) occ ccmcinnincsnnandmnnne 129, 307. 30 
eequestets. 02s aks Sade lh i te Se le ate el sss 96, 107. 30 

Dectomey: (capital ja sitio kk deeded saint cities 33, 200. 00 
Typical operating cost (United States Tin est., mine, mill and office). 14, 728.11 
AG46 1 faborer-and 1 GemR OO akiikiwiiiwkitiben dktid deiddtcnbctinn 1, 000. Ov 

Total direct operating cost—per month..........-...._-___-_ 15, 728. 11 


Notp.—30 days at 24 tons equals 720 tons per month. 
Per ton milled 








Dyireet Oneretnt G06 in eS Et Oe aii en $21. 84 
Retsiery charged eet lentes on a 3. 90 
WEARER Te Nacsa a ll te Nae ees eet ee mcs 1, 23 
Total cost (without amortization or taxes) _......-_-_ 26. 97 
Amortization $108,547 against 77,578 tons__.___- 1. 40 

28. 37 


Recoverable values, block A: 
1.08 percent Sn=21.6 pounds at $1.75=$37.80 at 70 








OI NI a nla g thee elle 26. 46 
0.21 percent WO,=2.4 pounds WOs at $3.50=$8.40, at 
il Ec MIR ie A ES A EIS ek 6. 72 
TORR CRIID, . THI ccicntinnnitieiatnnaenineenmeneeensnee 33. 18 
Cost (based on United States Tin estimate with extras 
ER EE cecicaietentinrctnilicniaientertediicenslainindabestadatamnie-meenperedesteastin tee 26. 97 
Indicated operating net (without amortization or ‘ 
I Disa achecnhanih eitenenendineiidicnen ati nenatitintemiateninntint tate 6. 21 
I OO He circa ited cette tenner nen een $28. 37 
Total cost 100-ton operation (from field team report) ...._._-_---- 17. 60 
ID FI itera natinial cna eilmemeeniatianctinc ems seeeanemesetiimadeeinen 10. 77 


1 Marketing costs are based on a concentration ratio of 48.93 to 1 and refining recoveries 
of 80.75 and 90.33 percent of tin and tungsten respectively. 
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Power requirements 


DECO RECOM MENDATIONS, 24-TON MILLING AND MINING EQUIPMENT 


Connected 


Item horsepower 

1. Cue: Denton, Bi Slee ee Tai dg akc i tt Sterne 0. 25 

SC 2 TON liars irene casestenceecm en dpapetdiodham ea eaten hee cae 15. 00 

BC iirc sa ctchinadieclpcicctechengale ntiahinictani maine iaaiaintadiiinniialint - &T® 

Bh, TR creche acerca ich tiaeccastacs apnindaise ecard igentainclia dinate le ta aaaitaiaoataa elaine 0. 50 

C.. Rs e  sacectiecticeiendiseninnsitecicneed Senendiiinnionsaiil le aii ati i 0. 75 

Oi hacienda teins, Gynt oaniesinaialinnasanihdineebtantavelen eicadiaistagiaiiiet 15. 00 

Bic ean ah aN ci ala se tistical ea neil daaitiadtiatiitliniahasin 0. 75 

© Ci cia cscs ee ea ce erica leaded atk cleeaiiatacambiiigbiblanencnieteniomeniniis 0. 50 
1:0), SR Sunn sahil tinlenlncneilt telaedind anata aiibseaciiaisinlibindinatinad 1. 00 
12, GRR i ccceccicntipsikaieeleean siccctensasnigsiecs casein asia al tiaticeiainiidiimene 0.75 
15. Fe ee I eta Dilinrcrktieninesctrnitidhinmmiininssiithiinnnininmniiaticen 16. 00 
Se, eee: II iii sciercoincaseaeeainaapnchanicncamen pageants 51. 25 


NotTr.—Recommended plant, 75 kilowatts or 100 horsepower. O. K. if compressor is 
diesel driven. 


Deco estimate of cost of mill and mine equipment____...._..________ $60, 994. 30 
A RN ict nltcticeniansenshahinaith abril lattilin cna 7, 184. 00 
ae ne TIE UI acelin chennai alin niet 53, 810. 30 


The above is an exact copy of penciled notes made by me during discussions 
of the equipment and flowsheet proposed by the Denver Equipment Co., and cost 
estimates submitted by Deco and the United States Tin Corp. at the Seattle 
meeting held March 29, 1951. The notes were made for my own information and 
reference and were not typed, distributed or made a part of any report, but 
probably were used for the meeting to point up deficiencies of the company’s 
cost estimates for a 24-ton per day operation. 

J. A. HERDLICK, 
Chief, Mining Division United States Bureau of Mines, Region I. 


(The attachment to the letter will be found on p. 55.) 

The Vick CHarrmMan. We are recessed until tomorrow morning. 

(Whereupon, at 6:10 p. m., the committee recessed to reconvene at 
10a.m., Thursday, July 29, 1954.) 
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DEFENSE PRODUCTION ACT 
(Progress Report No. 28—United States Tin Corp. Loans) 


THURSDAY, JULY 29, 1954 


Unrrep Srates ConGress, 
Jount CoMMITTEE ON Derense Propuction, 
Washington, D. C. 

The joint committee met, pursuant to recess, at 10: 55 a. m., in room 
F-16, United States Capitol, Representative Ralph A. Gamble (vice 
chairman) presiding. 

Present: Representatives Gamble, Talle, and Brown of Georgia. 

Also present: Harold J. Warren, general counsel; Alien E. Pierce, 
staff director; and Carmine Bellino, accounting consultant. 

The Vice CuHairmMan. The committee will come to order. Proceed, 
Mr. Counsel. 

Mr. Warren. Mr. Kadow, with reference to the contract referred 
to you yesterday of the 3d day of April 1951, I will quote: 

Mr. Kadow shall receive a retainer fee on the basis of $9,000 a year in cash 
payable on a monthly basis, 3,000 shares of capital stock of the United States 
Tin Corp. per year to be issued semiannually on 3 percent of the net earnings of 
the corporation before taxes but not on the first $300,000 of net earnings. 

The Vick CuairmMan. Would you state the last sentence again ? 

Mr. WarkEN (reading) : 

Not on the first $300,000 of net earnings. 


Was different language from this originally agreed to? 


TESTIMONY OF KENNETH J. KADOW, JUNEAU, ALASKA, ACCOM- 
PANIED BY ROBERT TARNEY, COUNSEL—Resumed 


Mr. Kapow. That is the original contract, is it not, the April 31, 
1951? 

Mr. Warren. This is a contract dated the 3d day of April 1951. 

Mr. Kapow. I don’t believe so. I think that is the contract. We 
changed that one over to this other kind with the 8,500 and no salary. 
Other than that, the wording should be the same. 

The Vice Cuarrman. That is the second one, the predated one? 

Mr. Kapow. Yes. In other words, we are not operating under that 
contract, Mr. Warren. It has no bearing on what I was paid. 

Mr. Warren. This was the first contract you entered into; is that 
correct ¢ 

Mr. Kapow. Yes. 

Mr. Warren. Was any language changed in this contract from 
what you had drawn up in any earlier contract / 
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Mr. Kapow. I don’t know the answer to that. 

Mr. Warren. Or draft ? 

Mr. Kapow. I don’t know the answer to that at all. I don’t have it 
with me. 

The Vice Cnuarrman. It was answered by your letter, and you said 
you returned the contract and the changes 

Mr. Kapow. Yes, sir. He asked me on earlier drafts. I don’t re- 
member. 

Mr. Warren. Where did the question of a stock bonus come into the 
contract ¢ 

Mr. Kapow. That came im, sir, when I asked to have the language 
of the contract changed to provide the stock at a time when the stock 
didn’t havea big value. That was all. 

Mr. Warren. When was that ? 

Mr. Kapow. That contract was the one that was finally predated 
when we ended up. It is the one that I am operating under today. 

Mr. Warren. It did provide for a stock bonus of 8,500 shares of 
stock ? 

Mr. Kapow. The language of the contract says that you get 8,500 
shares for joining the company and then you work for nothing until 
the board of directors decides in its wisdom that you are to be paid. 
That was understood to mean, we thought at that time that was going 
to be about a year, more or less. 

Mr. Warren. At what time did you and the United States Tin 
Corp. enter into a contract which mentioned a stock bonus of 8,500 
shares of stock ? 

Mr. Kapow. I don’t know exactly. Mr. Warren. I just know that 
it was after this one was signed. What is the importance of it? 

The Vice Cuarrman. How many contracts of employment did you 
have, two? 

Mr. Kapow. I had this one, sir, and then I changed it for another 
one. 

The Vice CHatrmMan. There was no third one, I mean? There 
were just two? 

Mr. Kapow. There is a third one about a year and a half later. 
Mine was changed in order to provide for an additional officer of 
the corporation, and I gave up a portion of my benefits thereunder. 
I don’t see the importance of the timing on it. 

Mr. Warren. Mr. Bellino, will you read the language 

The Vice Cuatrman. Let’s get on. The contract speaks for itself. 
It is either in or isn’t. 

Mr. Beturno. Mr. Chairman, I observed the contract in Mr. 
Kadow’s file called a management contract with Kenneth J. Kadow, 
blank, March 1951. I was never able to see that contract until this 
morning, when I was able to compare it with my notes. I find that 
under consideration—— 

Mr. Warren. You mean, the contract dated the 3d of April? 

Mr. Berrino. Yes, the 3d of April 1951. Under consideration, I 
find that the first part of that April 3, 1951, contract does not agree 
with what I had observed in Mr. Kadow’s files. It says, under con- 
sideration, that Mr. Kadow will receive a stock bonus of 8,500 shares 
of capital stock in consideration of the execution of this contract. 
No salary shall accrue to Kadow during the first year—this is para- 
phrased—and thereafter until by appropriate action. The board of 
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directors shall determine the amount of salary and the date it becomes 
eff tive. 

The Vice Cuatrman. Was that a signed contract that you are 
referring to? 

Mr. Bettino. The only contract that I observed in Mr. Kadow’s 
files— I do not recall at this moment whether it was actually signed 
or not. 

The Vice CHatrrMan. Why do we talk about it? It is either signed 
or not signed. If it isn’t signed, it isn’t a contract. 

Mr. Bexurno. I discussed the matter with him. Mr. Chairman, 
it is an important point. And that point he also mentioned to me 
that he had been given some stock in the company, 8,500 shares, that 
he agreed to work for nothing until the mine got the production, and 
that he had an option to purchase 20,000 shares of stock at $3. 

The Vice Cuairman. Are you getting at the fact that there is a 
concealed contract that hasn’t been produced here, or something of 
that sort? Or are you just referring to some notes that you found? 
We have either a contract or we haven’t. I would like to expedite 
the hearing. 

Mr. Warren. What is this contract, here, Mr. Kadow? Maybe that 
will clear it up. 

Mr. Tarney. That is the predated contract. That is the second one 
that was entered into. 

Mr. Kapow. This is the one that I am operating under right now, 
this contract right here. 

Mr. Tarney. This is the second contract. 

Mr. Kapow. There are about 5 or 6 copies of it floating around. 
They weren’t allsigned. That is all. 

Mr. Warren. This would be the copy that you referred to, Mr. 
Bellino. It sets forth that Mr. Kadow shall receive a stock bonus of 
8,500 shares of capital stock of the United States Tin Corp. in con- 
sideration of execution of this contract. 

Mr. Kapow. I don’t see the significance of it. 

Mr. Beturno. That was the contract that Mr. Kadow told me he 
was operating under when I questioned him, and here is my memo 
on it. He never came across with this other one. That is the only 
point we want to make. 

The Vice Cuarrman. What point does it make? That is what I 
as getting at. 

Mr. Beturno. He has the point that he wants to protect himself 
on some income-tax problem. 

Mr. Tarney. The testimony was that this was the contract under 
which he operated. 

The Vick CHatrmMan. That was my understanding. 

Mr. Tarney. There is no controversy on that. 

The Vice Cuarman. If you have a third contract, bring that up. 
If there is a contract that no body knows about, or some concealed 
situation here, that is okay We have a contract or we haven’t one. 

Mr. Warren. Mr. Kadow, with respect to the United States Chem- 
ical & Refining Co., how much was invested by the United States Tin 
Corp. in that company ¢ 

Mr. Kapow. Right offhand, Mr. Warren, I can’t give you the details, 
but a very small amount of money actually was invested as such. 
This was a very intelligent piece of— 
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Mr. Warren. Let’s confine it to the question. 

Mr. Kapow. Just give a second here. 

Mr. Warren. I asked how much was invested. That was the 
question. 

Mr. Kapow. I do not know exactly how to answer it because the 
investment came through the payment of fees for processing. ‘Those 
fees were approximately the same as if he had sent those concentrates 
to Wah Chang and taken a 17 percent loss on tungsten and 5 percent 
on tin. 

Mr. Warren. Did the United States Tin Corp. invest any money 
in the United States Chemical & Refining Co. ? 

Mr. Kapow. $500, I think, and we bought a little equipment and 
things, that we still have. 

Mr. Warren. Did you later use any money that was advanced by 
the General Services Administration for the United States Chemical 
& Refining Co. ? 

Mr. Kapow. We used it only in the payment of processing of ore, 
yes, sir, as 1 remember it. 

Mr. Warren. Don’t you know whether or not you invested any 
money in addition to the $500 in the company? 

Mr. Kapow. Mr. Warren, your word “investment” is confusing, be- 
cause the investment in this deal—this was research by the University 
of Washington under very competent direction to produce a new proc- 
ess for separating tin and tungsten. We didn’t have—put it this 
way— the work was done almost for nothing by the boys. There was 
four men and a university professor working on it. The work was 
done at a ridiculous cost for their services. We did pay them fees 
comparable to processing fees as if we had sent this ore to Wah Chang 
and Texas City. 

Mr. Warren. You made no investment other than the $500 and the 
fees which you paid ? 

Mr. Kapow. I think, sir, that is a correct answer, but I wouldn’t 
want to be held responsible for it because it isn’t off much if it is off. 
There is a little investment in equipment that we still have and we are 
storing it, and one of the boys did some work at the mine. That was an 
investment. I think that is all. The investment, the money amounts 
to at the very most, investmentwise, $1,000 or $1,500. But we paid a 
Jot more than that for the services rendered; yes, sir, we did. I don’t 
call that an investment in the sense you are talking about. That is a 
payment for services rendered. , 

Mr. Warren. Your testimony is that insofar as investing money you 
did not invest any more than the $500 in this company ? 

Mr. Kapow. As farasI know. They talked about it. They entered 
into some kind of an agreement for doing it, but it never came off that 
way. 4 

Mr. Warren. There was no authorization for any expenditure by 
the General Services Administration, was there? 

Mr. Kapow. I don’t see that the thing is too pertinent, because as I 
told you already this is a payment for services, and it is a very 
little——— 7 

Mr. Warren. I asked you a simple question. Was there any au- 
thorization from the General Services—— 

Mr. Kapow. Why did you need it? It was payment for work. 
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Mr. Warren. Was there any authorization for the expenditure of 
funds for this research work from the General Services Administra- 
tion? That isa simple question. 

Mr. Kapow. I don’t know if they were ever asked in that manner. 

Mr. Warren. You don’t know of any authorization ? 

Mr. Kapow, I don’t even know that you needed it. The contract 
didn’t call for authorization for payment of services, sir. It did if 
you are going to go out and buy a new property or make a new invest- 
ment, yes. 

Mr. Warren. The funds that were authorized by the General Serv- 
ices Administration were authorized for specific purposes, were they 
not ¢ 

Mr. Kapow. Yes, and one of them was processing ore. 

Mr. Warren. I mean, for all of the different purposes that you car- 
ried on at the mine, these funds were authorized for specific purposes ? 

Mr. Kapow. Correct, and one of them is processing ore. 

Mr. Warren. To what extent did you comply with those authoriza- 
tions in the expenditure of funds? 

Mr. Kapow. I think pretty well. We did our level best to. 

Mr. Warren. Didn’t you spend thousands and thousands of dollars 
for housing that was not authorized by GSA ? 

Mr. Kapow. No, sir, absolutely not, emphatically no. 

Mr. Warren. The figures that have been put into the record here 
indicate that many of the expenditures were authorized for one pur- 
pose and expended for another. 

Mr. Kapow. I don’t care what figures were put in the record. If 
you would like it proven—where do you think I got that money? 
There is a budget. I can show it to you in black and white. Here is 
a contract and budget. Each year I come back here and I say to these 
gentlemen, “Well, now, in order to get this done, thus and so, we need 
thus and so,” and the money is forthcoming for that purpose. If we 
need the money, how did I get it if it wasn’t authorized ¢ 

Mr. Warren. Did you spend it for the purposes that it was 
authorized ¢ 

Mr. Kapow. Yes, sir. 

Mr. Warren. For all purposes? 

Mr. Kapow. To my best ability. If you understand 

Mr. Warren. Let’s not qualify the answer. If you can answer the 
question, Mr. Kadow, will you do so? Did you spend the money for 
the purposes for which it was authorized. 

Mr. Kapow. So far as I know, sitting here, sir, the answer is “Yes.” 

Mr. Warren. In correspondence you have referred to information 
that you were getting from the General Services Administration about 
certain people knocking off these loans. Where did you get this 
information ? 

Mr. Kapow. I don’t know what that question means, sir. What do 
you mean by “knocking off the loans”? 

Mr. Warren. There is correspondence to the effect that some indi- 
vidual in the General Services Administration was not in favor of a 
loan to you, and you would get that information apparently through 
officials in the General Services Administration. Will you state who 
supplied you with that information ? 

Mr. Kapow. I think practically all of them did. You talk to them, 
and it wouldn’t take very long to find out they were sore about some- 
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thing, and they would tell me. I would say that in naming the indi- 
viduals that went from the top on down. 

Mr. Warren. Would one official tell you what another official was 
doing ? 

Mr. Kapow. No. 

Mr. Warren. Whether he approved or disapproved of something? 

Mr. Kapow. No. There was no coercion or backstage stuff here. 
These people are all upright and aboveboard. Mr. Bourret was giv- 
ing me an awfully bad time for awhile, and so was 
_ Mr. Warren. I believe the letter I referred to here is on the head- 
ing of the New Castle Engineering Co. of Newark, Del., addressed 
to “Dear Jay” and signed “Ken.” Who would Jay be? 

Mr. Kapow. The treasurer of the company now. 

Mr. Warren (reading) : 

Errors made in computing our financial statement and my remarks appear 
quite serious but certainly not fatal. I am sure worried about the private reports 
I am getting from the District of Columbia. It seems like an awful lot of monkey 
business is going on in back of the scenes. I may have to head in that direction 
any day but I sure hope not. I will have about $24,000 for May but I had com- 
mitted $4,000 of it to AHA, leaving only $20,000. If we get water early, we are 
safe. Otherwise we will have our troubles as usual. This time I will do the 
worrying but next time I will let you do it. 

Mr. Kadow, this letter refers 

Mr. Kapow. What is the date on that letter ? 

Mr. Tarnry. May I see it, Mr. Warren? 

Mr. Warren. It is an undated letter. As soon as I finish asking 
the question, I will be glad to give it to you. In this letter you state: 

I am sure worried about the private reports I am getting from the District 
of Columbia. Seems like an awful lot of monkey business is going on back of 
the scenes. 

What did you refer to in that letter ? 

Mr. Kapow. Well, a private report, sir, in that letter refers to a 
telephone conversation or something of that nature that is not officially 
transmitted. 

Mr. Warren. Who would you have that with ? 

Mr. Kapow. I can’t recall exactly. I am trying to remember ex- 
actly who the conversations were with. But the first one I got, the 
first inclination I got was from the technical session of DMPA, indi- 
cating that they were very unhappy with the way the thing was going. 

Mr. Warren. Was that a private report ! 

Mr. Kapow. Well, private in that it wasn’t written. It was an 
official telephone call. 

Mr. Warren. Who called you? 

Mr. Kapow. I called them. 

Mr. Warren. Why was it a private report if you called them on 
the telephone at the office ? 

Mr. Kapow. I distinguish between private and official. If you ge 
a letter, that is official. If you have a telephone conversation, there is 
nothing official about it. 

Mr. Warren. You and Mr. Nicoll called each other very often on 
the telephone, did you not ? 

Mr. Kapow. Mr. Nicoll is not the man that told me that, if that 
is what you are trying to ask. 
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Mr. Warren. I am asking you if you and Mr. Nicoll did call each 
other frequently on the telephone. 

Mr. Kapow. I called Mr. Nicoll. He didn’t call me. 

Mr. Warren. Did you write personal letters to each other? 

Mr. Kapow. Yes, but I did that with lots of officials 

Mr. Warren. In one piece of correspondence you said, “Nick is sure 
our friend,” did you not? 

Mr. Kapow. | think that iscorrect,sir. I would say that Mr. Nicoll 
was a very, very cooperative sort of a guy. He did eve rything in his 
power to help beat the bottlenecks that I had to beat. It is gratifying 
to find some Federal officials like that. That redtape can kill any 
operation. 

Mr. Warren. What other private reports did you receive ? 

Mr. Kapow. About what, sir? 

Mr. Warren. From GSA. 

Mr. Kapow. Just phone calls. The rest of them are not private, all 
official. 

Mr. Warren. Who did you receive private calls from ? 

Mr. Kapow. I made private calls to them. I don’t remember any- 
one ever calling me. 

Mr. Warren. Who did you make private calls to ? 

Mr. Kapow. You mean, to their homes or to the office 

Mr. Warren. Lam using your langu: age here. 

Mr. Kapow. I have called Nick. I called Mr. Bourret. I have 
called Mr. Young. I have called Mr. Mann. I have talked to Mr. 
Brussolo. I have talked to Mr. Mason, depending on what the nature 
of the problem was that I was talking about. 

Mr. Warren. Did you call all those people at their homes? 

Mr. Kapow. No. 

Mr. Warren. How many people did you call at their homes? 

Mr. Kapow. I think maybe only Mr. Nicoll, but that was done not 
because there was any sinister deal in calling him at his home. I called 
him there because there is 7 hours’ difference in time. I would come 
out of the mine at 4 or 5 o’clock in the afternoon. Where else could I 
reach him? He isn’t at the office at midnight. 

Mr. Warren. Do you have any of those letters which you and Mr. 
Nicoll exchanged, personal letters ? 

Mr. Kapow. I wouldn’t know what was left in my file after these 
folks got through. 

Mr. Warren. Did you bring any with you? 

Mr. Kapow. There is nothing in the letters, anyway. 

Mr. Warren. Did you file those letters in the files of the United 
States Tin Corp. ? 

Mr. Kapow. Yes, sir, every letter I ever wrote was in the files, so 
far as I know. 

Mr. Warren. Every letter you wrote to Mr. Nicoll is in the files? 

Mr. Kapow. Everything. 

Mr. Warren. Including the personal letters? 

Mr. Kapow. Yes, sir, if there was any written in the personal vein. 
You see, you are confusing what the word “personal” 

Mr. Warren. Mr. Kadow, you used the language “private reports.” 

Mr. Kapow. I said “private phone” 

The Vice Cuairman. Let’s get on to where we get some substance 
here. 
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Mr. Kapow. May I make a little effort, Mr. Gamble, and a very 
short one . 

The Vice Cuarrman. It will have to be short. 

Mr. Kapow. The point I want to make is only this. We are a long 
way from Washington, D.C. 

The Vice Cuarrman. We went all over that the other day. I under- 
stand that. 

Mr. Warren. You were also very close to Mr. S. H. Lorain, weren’t 
you ¢ ; 

Mr. Kapow. Mr. Lorain isa friend, yes, sir. 

Mr. Warren. You often entertained him as you did Mr. Nicoll? 

Mr. Kapow. Entertaining isn’t anything to do. If you came up 
there, I would ask you out. I did Mr. Bellino, but he didn’t eat spa 
ghetti, so he didn’t come. 

Mr. Warren. On April 26, 1952, you wrote to Mr. Maull, GSA, 
and stated: 

I hope this long letter plus enclosures gives a full picture of our status to 
all concerned, but realizing that a verbal report is always better I wired you 


that Mr. Lorain, Director of the Bureau of Mines, Juneau, would be in Wash- 
ington, D. C., all next week, the 28th. 


Prior to that time, on April 1, 1952, Mr. Howard I. Young, Deputy 
Administrator, DMPA, wrote Mr. P. W. Jordan, Director, Credit 
and Finance Division, GSA, as follows: 

Sending an engineer to inspect the project before operations commence. Can- 
not solve the problem of determining operating costs or the economic balance to 
be expected. The domestic Expansion Division made an analysis and an ap 
praisal of the project, summary of which was circulated to you through Mr 
Mason under date of December 14, 1951. On January of 1952 a followup mem 
orandum was sent to Mr. Jordan, a copy of which was attached. This appraisal 
indicates that no further financing on the part of the Government is justified. 
Consequently, I recommend termination of the GSA agreement at the earliest 
possible date. No additional advances should be made by the Government until 
exploration proves the existence of commercial ore body that can be exploited 
profitably in this region of exceedingly high cost and extreme operating handi- 
caps. 

The letter which I referred to dated April 26, 1952, you wrote to 
Mr. H. C. Maull after Mr. Young had disapproved continuing this 
operation, is that correct ? 

Mr. Kapow. Well, you are telling me it is correct. I don’t remem- 
ber the letter. If you have a letter ‘there, I would say it is correct. 

Mr. Warren. Do you remember writing Mr. Maull about Mr. Lor- 
ain, coming dow n to talk about this? 

Mr. Kapow. I don’t remember that. If I knew he was coming 
down, I would certainly have written it. 

Mr. Warren. You know that Mr. Lorain did talk to Mr. Maull, 
don’t you ? 

Mr. Kapow. I understand that he was asked by Mr. Maull to come 
over and talk with him, yes. 

Mr. Warren. You further understand that Mr. Lorain did talk to 
Mr. Howard I. Young, do you not ? 

Mr. Kapow. Yes, sir. 

Mr. Warren. Do you further understand that Mr. Howard I. 
Young immediately changed his position after Mr. Lorain had talked 
with him? 





Mr. K 
ise th 
of talkin 
reached 
I would 
Mr. W 
was here 
Mr. K 
tive of t 
Mr. V 
Mr. Lor 
Mr. Kk 
Mr. \ 
the time 
Mr. |] 
That w: 
Mr. ' 
recall t] 
that Mi 
Mr. ] 
lowup | 
I went 
L went 
Mr. 
Let’s b 
Mr. . 
Mr. 
Young 
Mr. 
decide 
Mr. 
Mr. 
by it. 
Mr. 
Mr. 
Mr. 
the sa 
Mr. 
Mr. 
spend 
expen 
Mr. 
say, ] 
enter 
Mr 
woul 
conti 
Mr 
I cou 
ore. 
The 
I wo 
didn 
work 





DEFENSE PRODUCTION ACT 769 


Mr. Kapow. I wouldn't go so far as to say that, Mr. Warren, be- 
cause the position wasn’t changed when I was here, and I had a lot 
of talking to do myself. As a matter of fact, that decision was not 
reached until after I had spent a long time in Washington, and then 
I would say after 2 or 3 conferences personally with Mr. Young. 

Mr. Warren. Were you in Washington at the same time Mr. Lorain 
was here ¢ 

Mr. Kapow. I think I got here just before he left. I am not posi- 
tive of that. 

Mr. Warren. And you had conferences about the same time that 
Mr. Lorain had conferences with Mr. Young? 

Mr. Kapow. Mine came afterward, except for one. 

Mr. Warren. And Mr. Young agreed to continue this operation at 
the time you talked with him ? 

Mr. Kapow. He hadn’t agreed until the very last conference, sir. 
That was after 3 or 4 of them. 

Mr. Warren. The interview you had with Mr. Young? I didn't 
recall that he mentioned any interviews with you. He seemed to think 
that Mr. Lorain had sold him on this proposition. 

Mr. Kapow. Well, if Mr. Lorain sold him, it sure took a lot of fol- 
lowup by me, I will guarantee you. There isn’t any question about it. 
I went in there with Homer Mann on two occasions, and the third time 
I went in alone, and Mr. Young decided to go forward with it. 

Mr. Warren. What loan are you referring to now, Mr. Kadow? 
Let’s be sure we are referring to the same loan. 

Mr. Kapow. Give me that date again. 

Mr. Warren. You have referred to your conferences with Mr. 
Young. What conferences were you referring to? 

Mr. Kapow. I am referring to the time that they had practically 
decided not to go forward. 

Mr. Warren. Of what loan ? 

Mr. Kapow. I think it was amendment No. 2, but I wouldn’t swear 
by it. It might be 3. 

Mr. Warren. I am speaking of amendment No. 3, $940,000. 

Mr. Kapow. Allright. It is the same one that you are talking about. 

Mr. Warren. You state that you did talk to Mr. Young at about 
the same time that Mr. Lorain talked with him ? 

Mr. Kapow. I talked twice with him with Mr. Mann, and 

Mr. Warren. Why did Mr. Young tell you that he had decided to 
spend $940,000 more when he had previously agreed that no further 
expenditures should be made? 

Mr. Kapow. That is a result of my articulate presentation, I would 
say, Mr. Warren. I don’t know any other reason. I certainly didn’t 
entertain him. 

Mr. Warren. On what basis, what argument did you present that 
would convince Mr. Young, a mining man, that this proposition should 
continue ? 

Mr. Kapow. I think if I had 15 minutes with any mining man now, 
I could convince him. The property has millions of tons of unproven 
ore. The property has the normal headaches of going into production. 
The property had a couple of very competent mine superintendents. 
I would like to dispel from your mind, Mr. Warren, the fact that I 
didn’t run the mine as such, but I was doing my level best to make it 
work. As I told you earlier, I felt a moral obligation to the Govern- 
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ment. I felt a moral obligation for the people I worked for to do my 
level best to make it work. I believe in this property, Mr. Warren. I 
don’t see there is any holds barred as long at it is legitimate, norma! 
business contact, I see no holds barred in trying to get the thing 
accomplished. 

Mr. Warren. Mr. Kadow, can you set forth any one instance it 
which either Mr. Nicoll or Mr. Lorain made any adverse recommenda 
tion with respect to this mining operation ? 

Mr. Kapow. Yes. Mr. Lorain gave me a couple of beautiful 
dressing downs, one in writing about some problems that—well, they 
were in DMEA, though. Mr. Nicol] has. I don’t know if he ever 
wrote any reports, but he was one of the principal adversaries I had t 
contend with in the Government all the time. It was only through his 
ul derstanding of our pre blems that we were able to vet around some 
of the redtape that would have licked us. I would say that 50 percent 
of my conferences with Mr. Nicoll was conferences that you would 
normally say I was being abused, but being kind of big and easygoing 
it didn’t knock me off. 

Mr. Warren. In connection with the help that Mr. Lor: Luin gave 
you, I would like to read further from a letter dated April 23, 1952, 
to “Hi Folks” at the United States Tin Corp., Seattle, Wash. from 
Kenneth J. Kadow: 

“Mickey”—does Mickey refer to Mr. Lorain ? 

Mr. Kapow. Yes, sir. 

Mr. Warren (reading) : 


Mickey leaves soon for Washington, D. C., where he will do his best to break 
our exploration loan loose. This is more important now than ever before. It 
will make a lot of things possible that otherwise may cause us to close down 
next fall. Iwill keep onit. So wish me luck. 

Did Mr. Lorain help you on the exploration loan, also? Did he 
break it loose for you ? 

Mr. Kapow. No, not in the true sense of the word. You see, Mr. 
Lorain—let me start with Mr. Jermain, Mr. Jermain who preceded 
Mr. Lorain, and this is several years prior to my entering the com- 
pany or ever hearing about it, wrote reports saying this property 
should be thoroughly explored and developed. Mr. Lorain came 
along with his technical men. They studied the problem, and he 
believed in the property. It is very refreshing, Mr. Warren, to find 
a bureaucrat who believes in something—— 

Mr. Warren. Let’s get back—— 

Mr. Kapow. Believes in something consistently 6 years later if he 
thinks he is a good deal. Mr. Lorain believes in that property. He 
believed in it before I went in the company, and I think he still be- 
lieves in it. That is all it amounts to. If he didn’t believe in it, 
there would never be a project in the first place, because the Bureau 
of Mines’ attitude was the one which pointed out its potential. 

Mr. Warren. In July of 1951, in your report you stated that you 
expected real difficulty in selling Lorain and Herdlick on your ex- 
ploration program. What program were you rec ommending to them 
and what did they say about your program / 

Mr. Kapow. Well, sir 

Mr. Warren. What was the amount of that loan? 

Mr. Kapow. I want to preface my remarks by saying again I am 
not a mining man. 
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The Vice CHatrmMan. We realize that. 

Mr. Kapow. You don’t have to be very smart in a big exploration 
program 
~ Mr. Warren. What loan was this? 

Mr. Kapow. This is the loan which was eventually approved for 
$996,000, which I asked $1 million for and I was never able to sell—— 

The Vice CHarrmMan. Was this the exploration loan ? 

Mr. Kapow. Yes, sir. The exploration program has never been 
adequate at that property, for my money. 

The Vick CHamrMan. It should have been from the beginning. 

Mr. Kapow. It should have been a million-dollar program the first 
day the wheel turned. 

The Vice Cuatmman. It should have been an exploration program 
instead of a commercial program. ey 

Mr. Kapow. I buy that. 

The Vick Cuatrman. And you would have gotten some place. 

Mr. Warren. You stated that you expected real difficulty in selling 
Mr. Lorain on that. 

Mr. Kapow. I never sold him entirely. It wastoo big forhim. He 
cut it down, and I got back here and they whacked it in half. 

Mr. Warren. Why did Mr. Lorain come to Washington for this 
exploration loan for $900,000 to $1 million ? 

Mr. Kapow. That is only a little better than a half of what I recom- 
mended to him. He came down with a $969,000 one and they cut it 
down to $226,000. 

Mr. Warren. And yet while you were expecting difficulty in selling 
Mr. Lorain on an exploration loan he comes down here and recom- 
mends almost a million dollars for an exploration loan ? 

Mr. Kapow. Just about half of what I recommended in the first 
place. 

Mr. Warren. What did you recommend to him ? 

Mr. Kapow. I can’t remember the figure. It was nearly $2 million. 

Mr. Warren. Is there any correspondence on that ? 

Mr. Kanow. I doubt that. We only live about 2 or 3 miles apart; 
and I usually go over there and talk. 

Mr. Warren. On November 6, 1951, you wrote to the Juneau office 
of the Bureau of Mines, attention of Mr. J. H. Herdlick, as follows: 

Tell Mickey I have just about completed my exploration application. It is big 
and it is ambitious but I think very well justified and as soon as I finish I'll send 
it on for official comment and maybe murder. 





T ask you in all seriousness, does this sound like one businessman 
talking to a Government official ? 

Mr. Kapow. Those are my letters. They are as typical of me as any- 
thing you can see. 

Mr. Warren. Does this sound like a businessman going about a 
business proposition with a Government official ? 

Mr. Kapow. It sounds to me, Mr. Warren, like you are missing the 
point entirely. 

Mr. Warren. Does it really sound like you and Mr. Lorain were 
pals, as you once described, or that you are carrying this operation on 
a businesslike basis? 

Mr. Kapow. That is not a Government decorum letter, if that is 
what you mean, sir. But I don’t see it has any bearing on the issue 
whatever. It is my choice of words. 
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Mr. Warren. You haven’t thought anything had any bearing on 
the issue. 

The Vick Cuarrman. What bearing has it, Mr. Warren, if any? 

Mr. Warren. I think it has an important bearing because Mr. 
Lorain assisted Mr. Kadow in getting up these loans. He would 
notify the ee nment officials that he was coming to Washington—— 

The Vick Cuaran. I am not talking about “Mr. Lorain 

Mr. Warren. Mr. Lorain recommended 

The Vice Cuarrman. I am ti mere about the language. He says it 
is his language. Of course, it is braggadocio language, and that sounds 
like him. 

Mr. Warren. I wondered why when Mr. Lorain is the man who 
would approve something like this he would be writing this type let- 
ter to Mr. Lorain. That is my point. 

The Vice Cuarrman. That is human nature, I guess. He is made 
that way. 

Mr. Warren. On November 18, 1951, on the stationery of the Na- 
tional Hotel, Washington, D. C., Mr. Kadow wrote to Harry as 
follows: 


No one is arguing 


I think this further letter will explain some of this, Mr. Gamble—— 

The Vick Cuatrman. I am not complaining. It just sounds to me 
like the way he talks. That is all. There is no mystery about it. 

Mr. Kapow. [ wrote a letter to the secretary, Mr. Gamble, and got 
it sent back to put it in more official language. 

Mr. Warren. On November 19, 1951, on the stationery of the Na- 
tional Hotel, Washington, D. C., Mr. Kadow wrote to Harry as fol- 


lows: 


No one is arguing about my $968,000 exploration program so far as the amount 
is concerned. So Mickey— 
that is Mr. Lorain, isn’t it ? 

Mr. Kapow. Yes, sir. 

Mr. WarREN (reading) : 
and I have devised a little strategy. We argue like hell on everything but always 
give in to them, If they knock off 2,000 or 3,000 feet of drilling at one point we 
add it at another. So far we still have 9,000 feet of drifting and 37,000 feet of 
drilling—I'll probably have to rewrite the entire deal, but when I do it will go 
through like a breeze. Mickey as usual has been of great help to us. 

Mr. Chairman, it seems to me that Mr. Lorain and Mr. Kadow were 
working together rather than Mr. Kadow going to Mr. Lorain and 
asking him as a Government official to approve these loans. 

Representative Brown. Who did Lorain represent at that time? 

Mr. Warren. The Department of the Interior. 

The Vice CuatrMan. He was with the Bureau of Mines. What is 
his job up there? What was he supposed to do? 

Mr. Warren. I would assume that he represented all of the inter- 
ests of the Bureau of Mines. Of course, there has been some question 
as to how far the Bureau of Mines should go in carrying on some of 
these activities. 

Representative Brown. It is your point that while he represented 
the Government he was helping the tin corporation instead of the 
Government ; is that what you are driving at? 
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Mr. Warren. Yes, sir. I contend that the correspondence here 
shows that he was working for the tin corporation to the same extent 
that Mr. Kadow was working for them. 

Mr. Kapow. I object to that, Mr. Warren. That is so ridiculous. 

The Vice Cuarrman. You can’t object. You are not in a position 
to object. 

Mr. Kapow. It is a nontrue statement. There is no argument about 
it. 

Mr. Warren. You said in this letter: 

Mickey as usual has been of great help to us. 


In connection with obtaining surplus property, Mr. Kadow, didn’t 
Mr. Lorain help you in obtaining surplus property which Mr. Fisch- 
naller said amounted to hundreds of thousands of dollars ? 

Mr. Kapow. He would have been derelict in his duty if he hadn’t, 
sir. 

Mr. Warren. What did he do to help you secure that surplus prop- 
erty! 

Mr. Kapow. All he did was get the portion of it that was used in 
his own program. That is all. I got the rest in other programs. 

Mr. Warren. Isn’t some of the property that Mr. Lorain secured 
in the mine at the present time ¢ 

Mr. Kapow. Why, certainly. 

Mr. Warren. Weren’t some of these timbers that were secured by 
the Bureau of Mines put in this mine? 

Mr. Kapow. It is their program, Mr. Warren. They do it all over 
Alaska. 

Mr. Warren. I am asking you the question, if it was? 

Mr. Kapow. Certainly it was. It would have been foolhardy if it 
hadn’t been done. 

Mr. Warren. Didn’t Mr. Lorain recommend a $125,000 road from 
the mine to the beach when he stated that originally $10,000 would be 
adequate ? 

Mr. Kapow. Mr. Lorain recommended that road that 20 other Gov- 
ernment officials recommended. 

Mr. Warren. Did this go through the officials here in Washington 
or go direct to the Bureau of Public Roads? 

Mr. Kapow. I can’t answer that, sir. I have no knowledge of the 
route it takes in the Government. 

Mr. Warren. Mr. Kadow, I will ask you to read into the record 
the production figures of the United States Tin Corp. from the begin- 
ning of this operation, of the earliest figures you have there, please. 

Mr. Kavow. United States Tin ¢ Corp. production figures: 

1949, produced 43,064 pounds of tin. Sold in 1950 for $25,154.93. 
Was sold to Wah Chang. In 1950 we produced 49.72 long tons and 
sold it in 1951 at a price of $132,796.41. In 1951 we produced 29.24 
tons, sold it in 1952 for $53,541.83. In 1952 sold a total of 41.25 and 
1.742 tons. We sold them in 1953 at $56,374 and $2,563, respectively. 

Mr. Warren. Who did you sell that to? This totals $270,430.47. 

Mr. Kapow. RFC ever since 1951. 

Tungsten during that period, in 1950 was $12,882.94. Sold to Wah 
Chang. In 1952 we sold $9,401.67 to Wah Chang, and sold $5,080.76 
to GSA. So far in 1954 we have shipped 344,000 pounds of concen- 


trate worth at the present prices, $198,149. As of July 23, we bad 
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on hand 191,000 pounds of concentrate worth $60,388.20, totaling 
$259,029.20. We have so far in the month of July, and I wish to em- 
phasize this figure, in the first 20 days of July we have produced 
28,000 pounds of concentrate, very high grade, and at that rate will 
produce 40,000 for the month. That is fine tin. 

The Vice Cuatrman. Does that show the shipment that you made 
this week or last week ¢ 

Mr. Kapow. This here shows the shipment, sir. It is right on the 
bottom. ‘This just came from the mine this morning giving 20 days 
production. It is very encouraging. 

The Vice Cuarrman, Is this 3 344, 000 of concentrate pounds or what 4 

Mr. Kapow. That is pounds of concentrates. It should be in Seattle 
by now or awfully close to it. 

~The Vice Cuarrman. That July 23 shipment was produced—— 

Mr. Kapow. This spring, Mr. Gamble. 

The Vice CuarrMan, I was thinking it would include also what you 
produced during the winter, would it not ? 

Mr. Kapow. We were not producing, sir, up to January, if you 
recall. We had problems up there in the mill. New equipment had to 
be installed. Production actually started in January on a pilot ar- 
rangement. We were testing out, getting rid of bugs in the setup. 
We really got going good about June, and I would say that right now 
this month we are running like we should. It will get better from 
here on, 

Mr. Warren. Mr. Kadow, did the Bureau of Mines pay the United 
States Tin Corp. $1,608 for 108,000 board-feet of lumber which the 
Bureau of Mines did receive previously gratuitously ? 

Mr. Kapow. No, sir, emphatically no. That was an inventory they 
had left over that we purchased, as I recall, of things they had pur- 
chased earlier. At least, that is the way th: at I remember that. I am 
not positive. We bought several supplies from them when we took 
on the contract of finishing the shaft. 


Mr. Warren. In a meeting of directors on May 14, 1952, the minutes 
state as follows: 










































































































































































































There is very little likelihood of the United States consenting to an increase in 
the capitalization in view of the fact that the Government had just turned down 
the stockholders’ action in splitting the stock without increasing the capitaliza- 
tion. 

Can you state who turned that down, Mr. Kadow ? 

Mr. Tarney. What isthe date on that ? 

Mr. Warren. May 14, 1952. 

Mr. Kapow. I think Mr. Jordan did. I wouldn’t swear by that, 
though. It is pretty difficult to remember those things accurately. I 
think Mr. Jordan—Mr. Fischnaller worked up a plan and Mr. Jordan 
turned the plan down in the first instance. 

Mr. Warren. What was the reason for turning it down in the first 
instance and later approving it? 

Mr. Kapow. Well, put it ‘this way: They could see no reason why it 
should be done, and I think before I got through I convinced them 
that there was no reason why it shouldn’t be done, and the reasons 
why it should be exceeded the other reasons, and that it should be an 
Alaskan corporation, in other words, and I convinced them I could 
save in taxes more than it cost to make the change. 
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Mr. Warren. Can you explain why so many of the old stockholders 
have never turned in their stock, from our latest information, at least, 
for the new stock? 

Mr. Kapow. No, I can’t. I don’t know why they wouldn’t do that, 
sir. They probably just haven’t gotten around to it. 

Mr. Warren. Is there any advantage to hold the old stock rather 
to exchange it for new stock ? 

Mr. Kapow. I can’t think of one in the world because the corpora- 
tion is defunct. The only value it could possibly have would be con- 
verted into new stock. 

Mr. Warren. Is the Washington corporation nonexistent at the 
present time / 

Mr. Kapow. Yes, has been for quite a long time. 

Mr. Warren. Mr. Chairman, in connection with going over the 
minutes I think it appropriate to read into the record a meeting of 
the board of directors on May 29,1951: 

The meeting proceeded to an election of officers to fill the office of secretary 
which had been declared vacant by Henry Rohrback by reason of ill health. The 
board of directors extended the vote of thanks to Mr. Rohrback for his devotion 
to duty, and upon regular nomination by Furey, seconded by Loomis, W. L. 
Gibbon was unanimously selected secretary of the corporation. 

It is signed by W. L. Gibbon, secretary and H. R. Fischnaller, 
president. 

The Vick Cuatrman. What is the date of that? 

Mr. Warren. May 29,1951. It may have some bearing on the eon- 
dition of Mr. Rohrback’s health, because this does state that at the 
time he resigned I believe he was in ill health on May 29, 1951, which 
would have been roughly 6 months after the dates referred to yes- 
terday. 

Mr. Kapow. Mr. Chairman, in an effort to help clear up this matter 
of employment of me, as to when it happened, I have asked—I didn’t 
ask them, Mr. Fischnaller asked that the letters inquiring about my 
qualifications that were sent out by Mr. Loomis be sent to Washington 
for presentation here. Could I have your permission, sir, that when 
these letters come to turn them over to Mr. Warren and make them 
part of the record ¢ 

The Vice Coarrman. What would that prove / 

Mr. Kapow. It would prove, sir, it would be one more proof that I 
was not employed in December 1950. 

The Vice Cuarrman. We are not going to go back into that again. 
We finished that yesterday. 

Mr. Kapow. I just want these in the record. (See p. 745.) 

Representative Brown. I think that would be germane, Mr. 
Chairman. 

The Vice Cuarrman. Yes. 

Mr. Tarney. To show they were checking his references and had not 
decided on him until some months after December. 

Mr. Warren. I believe some question was brought up with respect 
to Mr. Clifford Smith’s notes with regard to the page numbers being 
out of order. 

The Vice Cuamman. Are you going to prove that now, Mr. Warren? 

Mr. Warren. Would you state from looking at the original if any 
of those are out of order? 

Mr. Tarney. Mr. Chairman, I think this is up to Mr. Warren, I 
don’t quite understand. 
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Mr. Warren. The point which you raised was that the numbers 
were out of order on the photostatic copy. 

Mr. Tarney. That is correct. ; 

Mr. Warren. The point is that those numbers are out of order for 
the reason that Mr. Smith wrote on the back of the original and did 
not put a number on the back of the original, therefore, every other 
page would have a number on the photostatic copy and every other 
page would not have a number, , 

Representative Brown. I think that clears that up. 

Mr. Warren. Does that clarify your point on that, Mr. Tarney ? 

Mr. Tarney. I would think so. At least, it is a logical explanation, 
a possibility. I haven’t compared it accurately, but I don’t propose 
to raise any further question about it at the moment. 

Mr. Warren. And the photostat would be in proper sequence. 

Mr. Tarney. I would presume so. 

The Vice Cuammnan. It is certainly logical, Mr. Warren, isn’t that 
your point ? 

Mr. Warren. Yes. 

The Vice CHarrman. I agree with you. 

Mr. Warren. There was a meeting of the board of directors on 
March 5, 1954, and I think this might be pertinent to read into the 
record. 

The directors explored the possibility of the creation of a revolving fund from 
the proceeds of the concentrates to be shipped this year and the matter of nego- 
tiating such an arrangement with the United States of America; it was the 
concensus of opinion of all the directors that the creation of such a revolving 
fund should, in the best interests of the company, come after July 5, 1954, to- 
gether with the loan of an additional sum of $200,000 from the United States. 
Signed, W. L. Gibbon, Secretary. 

That sets forth that the board of directors were thinking of « 
$200,000 loan on March 5, 1954. On October 31, 1951, there was ¢ 
meeting of the board of directors and the following resolution was 
proposed by Mr. Loomis, seconded by Mr. Schaefer, and was unani- 
mously adopted, as follows: 

Resolved, Kenneth J. Kadow is hereby authorized to enter into preliminary 
negotiations with the United States Government for increased loan in the year 
1952 for the purpose of increasing the production capacity of the mine to 300 tons 
per day, providing that the continued developments and explorations of the 
property warrant an increase in the production capacity. 

(Signed) W. L. Greson, Secretary. 

That is on or about the time that you testified yesterday that Gov- 
ernment officials had asked you to increase the production, is that cor- 
rect, Mr. Kadow? October 31, 1951? 

Mr. Kapow. I never testified that Government officials asked to in- 
crease it. I said that Mr. Fahrenwald, the dean of the University of 
Idaho, School of Mines, pointed out that the flowsheet which the 
Government, which we had installed was capable of doing 8 tons an 
hour. 

Mr. Warren. Maybe I am incorrect, but I thought that you testi- 
fied that some Government officials had asked you to increase produc- 
tion at the mine. 

Mr. Kanow. I don’t think so. I have no knowledge of that, sir. If 
T said that, I want it corrected now. 

The Vice Cuarrman. You introduced a letter to that effect, didn’t 
you, Mr. Warren, that Mr. Kadow wrote a letter to the mine and got 
an answer? Wasn't that in connection with an increase in production? 
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Mr. Kapow. Yes, Mr. Gamble, but that wasn’t a Government official. 
That letter was to Mr. Sorensen asking whether or not he could go to 
200 tons was a result of the fact that Mr. Fahrenwald had pointed out 
ifter his careful analysis of the situation at the mine that it was 
capable of doing 8 tonsan hour. I beg your pardon 

The Vick Cuarrman. I thought you said you got the information 
from the Government ? 

Mr. Kapow. No; he is right. Mr. Warren is right. 

The Vice CHarrman. Are we talking the same language ? 

Mr. Kapow. Then I said when I was in Washington, sir, the Gov- 
ernment wanted me to find out whether or not it was possible to do 
200 tons. I wrote to Sorensen for that reason. You are correct, Mr. 
Warren, I did say that. 

Mr. Warren. Mr. Kadow, will you state to what extent you have 
continued to handle the United States Tin Corp. business during the 
past 3 months ? 

Mr. Kapow. I have done very little except my level best to help them 
over pitfalls that they didn’t know about, and to contribute in every 
way possible to the success of the venture. I haven’t been to the mine. 
I have just given advice and things like that. 

Mr. Warren. Are the files of the United States Tin Corp. still in 
your office? Or have they moved them to Seattle ¢ 

Mr. Kapow. They have exact copies of everything I have ever writ- 
ten. The files that I have are with me and the files they have are in 
Seattle. 

Representative Brown. Did you state yesterday that you resigned 
on March 31? 

Mr. Kapow. I got fired, sir. There is a big difference. 

Representative Brown. Who requested that ? 

Mr. Kapow. That was requested by GSA after the Fulton Lewis- 
McCarthy broadcast. The corporation itself certainly didn’t feel that 
way about it. 

The Vice Cuarrman. The resignation was accepted by the board of 
directors, was it not? 

Mr. Kapow. Yes, Mr. Gamble, reluctantly, that we had to comply 
with GSA’s wish. 

The Vick Carman. I don’t know anything about the “reluc- 
tantly,” but they asked you to resign and you did and they accepted 
the resignation ? 

Mr. Kapow. Mr. Johnston from the GSA—Mr. Johnston Russell— 
what is the other man’s name, Bodine, out in Seattle and Mr. Brady, 
they came and told us that without passing any judgment on the 
charges that had been made they were asking the board to ask me to 
resign. The board asked me to. 

Mr. Tarney. I don’t know if there was a pistol attached to it. 

The Vice Cuarrman. I don’t know what was attached to it, but 
it acted as one. 

Mr. Warren. Mr. Kadow, on January 11, 1954, Mr. Johnston Rus- 
sell wrote a letter to the United States Tin Corp. with respect to the 
manner in which the files had been kept and the accounting system. 

Mr. Kapow. What is the date ? 


51710—54 50 





DEFENSE PRODUCTION ACT 


Mr. Warren. January 11, 1954. But he goes back over a period of 
time: 

The report evidences serious deficiencies, the existence of which are unwar- 
ranted and the continuance of which cannot be condoned. It further indicates 
that the efforts which were heretofore initiated to correct the unsatisfactory 
situation with respect to the maintenance of accounts are now flagging. You 
are requested to take immediate and positive action to rectify these deficiencies. 

Mr. Kadow, I wonder why, coming down all the way to January 
11, 1954, and in very auditor’s report, there have been repeated ref 
erences to the failure of the United States Tin Corp. to keep proper r 
records ? 

Mr. Kapow. That is an easy question to answer. It is cumber- 
some, but it is not so difficult. What it boils down to is simply this: 
The thing that Mr. Russell is referring to is an inventory control. 
We have been criticized because of the money we spent. Actualiy, you 
have a winter’s supply. Don’t forget we are way up there where we 
have to ship it in months in advance. We have iron. We have rail. 
We have pipe and in very substantial quantities. Things like that. 
We bring in inside of buildings we have constructed, we bring inside 
each fall as much of those things as we can bring in and as much as 
we think it will take us to run through the winter. The audits are 
made in September of each year and they are made in March ef each 
year. When they are made in September, the ship has not yet arrived 
usually or, if it has, it is piled on the beach in great confusion and we 
won't have it properly audited and properly brought into the ware- 
house. Some of those bulk items, there are so many of them, sir, that 
we are unable to get them all in our undercover areas. 

Now, you come along for the March audit and you can’t tell under 
10 feet of snow or drifts how many rails are there. You have to 
guesstimate at it. Our auditors have repeatedly, every audit has re- 
peatedly said they could not confirm in detail all of the supplies, the 
reason being that we can’t inventory the supplies that are under 10 feet 
of snow. So we tell the auditor the situation, and that is it. 

Mr. Warren. Mr. Kadow, these reports also indicate that many 
expenditures could not be verified. 

Mr. Kapow. I don’t believe that, sir. The GSA auditor and the 
DMEA auditor have been up there. They have gone over this stuff 
with a fine-toothed comb. 

Mr. Warren. But they couldn’t verify all the information, accord- 
ing to their report. 

Mr. Kapow. If they report that to you, they never reported it to 
us, because we sat down with them and the only problem we ever had 
was whether or not the charges that we had made to the DMEA and 
the charges that we had made to DMPA were properly distributed. 
They sat down with our auditor and after a reasonable conference or 
two, why, we came up with what everybody agreed was a proper ad- 
justment of it, and we made the adjustment. If audits reports are 
made of the nature you are saying, and we are not told about it, I 
don’t know how you can expect us to act on it or give an explanation. 

Mr. Warren. Were the bank accounts kept in such a way that all 
the funds could be traced from one bank account to the other? 

Mr. Kapow. I can’t answer that, but I know they should be capable 
of. They are certainly good, clean records of the bank accounts. 
There is no problem there. At the very start of this operation we 
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had 2 bank accounts set up, as I recall it, 3, 1 in Nome, which was 
in operating bank account. We had one in Seattle, and we had what 
we called the concentrate account or the GSA account where the in- 
come was to go into it. During that period we were doing some extra 
work and had some extra funds from extra sources. We got funds 
to help build a temporary road, a good temporary road. In other 
words, we were trying to get off of these expensive tractor operations 
over on to rubber tires, so we could go fast and cheap. We needed a 
better road. I got some money for that and put it in a special 
account. 

Mr. Warren. Was this the account where you wrote and told them 
you need plenty of leeway and you didn’t want too many people know- 
ing about that account ? 

Mr. Kapow. I might have said something like that. I don’t know. 

Mr. Warren. What was your reason for saying that ? 

Mr. Kapow. I don’t even know that I said it. If I did, I can think 
of 100 reasons for having it that way. ‘The important thing, getting 
back to your original question, is simply this: We did not understand 
in the first contract that the GSA wanted to control all funds of the 
United States Tin. We thought they wanted to control only the funds 
from GSA, and so we did pretty much as we wanted to with those 
other funds. When I came back here in the fall of 1951 and ex- 
plained the situation to Mr. Nicoll and Mr. Jordan, they were pretty 
perturbed about it and gave me a good scolding, and told me to do it 
differently in the future and from that day forward we did. There 
was nobody that I know of that accused me at any time of any 
irregularity in the use of the funds. 

Mr. Warren. How much inventory was on hand at the United 
States Tin Corp. at the time you went there ? 

Mr. Kapow. I don’t know. I can’t answer that. 

Mr. Warren. You don’t know how much of this inventory came 
prior to the time you went there and how much came after? 

Mr. Kapow. I can’t answer that sitting here. 

Mr. Warren. Of concentrates? 

Mr. Kapow. I can’t answer that sitting here ; no. 

Mr. Warren. You didn’t make any check to see how much in- 
ventory—— 

Mr. Kapow. I don’t have the answer here. Asa matter of fact, that 
should tell it to you right there. 

Mr. Warren. Will you take a look at that and tell us how much 
inventory was on hand when you took over ? 

Mr. Kapow. I wouldn’t care to do that. That is a matter for the 
auditor to tell you, and I don’t want to give you figures that aren't 
complete. This would only tell how much production was available 
at the time I joined the company. 

Mr. Warren. Do you know whether there was $100,000 worth of 
inventory, more or less? 

Mr. Kapow. I only know this, when Mr. Clifford Smith came up 
there—— 

Mr. Warren. I mean, when you went to the operation, when you 
first 

Mr. Kapow. The first several months of the operation, Mr. Warren, 
I had nothing to do with the finances of the company. My problem 
was to get the operation going in the field. 
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Mr. Warren. You were the manager of the United States. Tin 
Corp., were you not ? 

Mr. Kapow. I did not handle the financial end of it when I first 
went there. 

Mr. Warren. This was the inventory that was at the mine. Didn’t 


you have charge of the operation at the mine? Weren’t you over Mr. 
Sorensen and these other people ¢ 


Mr. Kapow. I was over Mr. Sorensen at the mine. 

Mr. Warren. Wasn’t the inventory located at the mine? 

Mr. Kapow. Part it was, and part of it wasn’t. Part of it was in 
Seattle. Some of it was at the university. Some of it was at Wah 
Chang, and some of it was en route to Texas City. 

My point is I can’t answer specifically, and that involves a specific 
answer. It is very easy to do. All you have to do is get it out of the 
audit. 

Mr. Warren. Could you supply that for the record, as to what 
inventory was on hand at the time you went to the mine? 

Mr. Kapow. I could have it dug out for you, yes, sir, and have it 
come from the corporation’s auditor. 

Mr. Warren. I notice that the contract dated March 23, 1951, men- 
tioned Tacoma, Wash., as a shipping point for the concentrate. Can 
you state why that is? 

Mr. Kapow. Yes. The reason for that is that this new process which 
was being worked on was so promising that everybody thought that 
we would process the ore there instead of s sending it to W ah Chi ang 
and Texas City. 

Mr. Warren. Was any tin ever shipped from Tacoma ¢ 

Mr. Kapow. Yes. 

Mr. Warren. How much was shipped from Tacoma ? 

Mr. Kapow. I couldn’t answer it specifically. 

Mr. Warren. Would you say $50,000 a year ? 

Mr. Kapow. I wouldn’t say. It was a substantial amount. I 
think it amounted to 14 or 15 tons of concentrate, as I recall it. That 
is a matter of record. 

Mr. Warren. What happened to that process at Tacoma, Wash.? 

Mr. Kapow. Nothing. We just didn’t go ahead and put the plant 
in. That isall. We didn’t have the money. 

Mr. Warren. I understood the application stated that you proc- 
essed tin at Tacoma, Wash. 

Mr. Kapow. That was our plan, Mr. Warren. 

Mr. Warren. Were you actually processing tin there on a commer- 
cial basis at the time the application was filed ? 

Mr. Kapow. We had a plant which could have handled the pro- 
duction that we anticipated, yes, that was a pilot plant operation, the 
Penn salt plant, capable of doing 3 or 4 tons of concentrate a day. 

Mr. Tarney. What date ¢ 

Mr. Warren. When the application was filed in February of 1951. 
Have you observed any record where the United States Tin Corp. 
sold grade A tin at 7 cents a pound above the Nome price of tin / 

Mr. Kapow. No, I haven't seen that, but it could be. 

Mr. Warren. Do you know of any offers that the United States 
Tin Corp. ever received for 7 cents a pound in excess of the normal 
price ? 
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Mr. Kapow. Yes, they had some offers, I think, from one of the 
companies that makes solder. This concentrate that they were pro- 
ducing at Seattle, they hadn't gotten the lead out of it. This solder 

pany was willing to purchase it. 

Mr. Warren. What c ompany was that ? 

Mr. Kapow. I can’t remember that, but I can get you the name of 
it if you want it. They offered a premium price for it, yes. 

Mr. Warren. At 7 cents a pound ? 

Mr. Kapow. I don’t know the amount. It was a re price. 

Mr. Warren. Do you have anything further, Mr. Bellino? 

Mr. Betiino. If you want to get it all in. 

Mr. Warren. On what subject ? 

Mr. Betxino. Any subject that we want to bring out. If you want 
to bring out the tin smelter, we have a lot more questions to ask about. 
If you want to bring oyt about the housing, if you want to bring out 
about the roads, we have considerable more. 

Mr. Warren. What do you have on the tin smelter? I believe 
the housing we can leave. 

The Vick Cuatrman. How about the loans? 

Mr. Warren. Some of the loans went for the tin smelter. 

Mr. Kapow. That is not correct 

The Vick Cuatrman. I mean, taking up the loans and the amend- 
ments, 1, 2, 3, 4. 

Mr. Kapow. Mr. Gamble, Mr. Bellino made a remark publicly that 
probably some inventory had been sold and the money pocketed by 
the promoters. Would Mr. Bellino care to make that charge here 
again and let me find out what he is talking about ? 

Mr. Beturno. I said in that connection that Mr. Smith went to the 
mine in order to attempt to determine the production of inventory and 
sales of concentrates by the United States Tin Corp. Mr. Smith went 
there and came back and was not able to find any records anywhere 
that would give him, first, what inventory there actually was at the 
beginning, what was produced, what was shipped, and what was sold. 
Therefore, I said in view of that there has always been some doubt as 
to whether any inventory may have been diverted and sold and the 
money pocketed because in the beginning there was in one place shown 
that there was 90 tons of concentrate on hand, in another place we see 
50 tons. Mr. Smith, not being able to find figures to confirm it, there 
exists that—— 

Mr. Tarney. May I ask Mr. Bellino to whom he made this state- 
ment and why ? 

The Vice CuarrMan. Yes. 

Mr. Betirno. What do you mean ? 

Mr. Tarney. This isa newspaper interview, is it ? 

Mr. Betxirno. This was a statement that was in the record. 

Mr. Tarney. Wasn’t there a newspaper statement on that ? 

Mr. Kapow. It was quoted from a hearing. 

Mr. Betxino. It is in the record. 

Mr. Kapow. I thought the word “prebably,”’ Mr. Gamble, was an 
ill-chosen word. In order to either say you do or you don’t. The im- 
plication there was very serious. 

The Vice Cuatrman. There are a lot of implications, sir, that are 
very serious. 
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Mr. Kapow. That is correct, sir. They are implications only, and 
they are ver ye very unfair to the people involved. 

The Vick Cuainman. That depends on what side of the fence you 
are sitting on. 

Mr. Kapow. If anybody, Mr. Gamble, can show where any offici: 
of the United States Tin C orp. poe keted a nickel that was not lone 
mately his, | would like to know about it, because it was certainly not 
me, and if it is anyone else the corporation should know about it and 
the guy should be arrested. If he didn’t do it, no auditor worthy of 
the name should imply it. 

Phe Vice Cuarrman. No one on this committee made any suc! 
charge. 

Mr. Kapow. It made headlines all over Alaska. 

Mr. Tarney. This is newspaper stuff, Mr. Gamble. 

The Vice Cuatrman. We can’t control the newspapers in Alaska 

Mr. Kapow. I don’t think that a nickel has even been taken from 
the company by anybody in any manner except the legitimate manner. 

Mr. Warren. Can you explain why the application sets forth an 
inventory of 90 tons as of the date of the application and the records 
of the General Services Administration set forth 50 tons for the same 
date ? 

Mr. Kapow. I don’t know any thing about that, Mr. Warren, at this 
moment. If that is something in question, I should have liked to have 
known it and I would have looked into it. 

Mr. Warren. You are bringing up something that I had previously 
asked you questions about, what the inventor y was, and you were un- 
able to state—— 

Mr. Kapow. You didn’t ask me to get it. My point to you, sir, 
is if you think there is something irregul: ar I should like the oppor- 
tunity to answer it right, because it is just a question with me—if there 
Is seme impropriety in this operation, if someone has personally 

gained, I think the man should be arrested and put in jail. Me or any- 
fone else. And I get damned mad when these aoliie remarks are 
ide that do not add up this way. We made lots of mistakes, Mr. 

Gamble. You just can’t do this thing without mistakes. This is a 
tough baby. It took a lot of ingenuity “and imagination to make it go. 
It looks to me like the only thing wrong with this whole operation 
is that we didn’t fall on our face. If we had, I suppose it would have 
been like everybody expected. The thing is a success. It is making 
as much money as it is spending. 

I think it will do a lot better, if given a chance. If the manage- 
ment is poor, that would be another thing. If that isn’t right, I will 
get out and give you my stock. Here is an effort of great national 
importance, and i mean that from the bottom of my heart. Sixty 
percent of the world supply of tin comes from the Far East, and it 
could be cut off tomorrow morning. 

Mr. Warren. Aren’t these the same statements you have been mak- 
ing for 3 years? 

Mr. Kapow. Yes, sir, and I think I am right. 

Mr. Warren. How much money has been loaned by the Govern- 
ment ? 

Mr. Tarnry. Could we have your indulgence to let Mr. Kadow fin- 
ish hisremark? I know it is extraneous. 
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Mr. Kapow. If we have done illegal things, if this management 
has been crooked 

Mr. Warren. What subject are you on, Mr. Kadow ? 

Mr. Kapow. I am talking about the fact that if there is any in- 
ventory taken for personal gain, if there has been one dime stolen from 
anybody in this company, I want the man arrested. 

Mr. Warren. We will review the record very carefully when the 

earing is over, and we will try to comply with your request. 

Mr. Kapow. I would be the happiest man in the world to get this 
thing settled and settled right. 

Re presenti itive Brown. What will h: ippen to this tin corporation 

if you don’t get the $405,000 ? 

= Mr. Kapow. It will stop immediately. As I was say ing, the United 
States Government and the United States Tin Corp. have always felt 
that if we ever got the thing in production and going right that we 
could probably switch this over to « private corporation. I mean, by 
that, privately financed. 

Representative Brown. Suppose the Government turns down the 
lo: né 

Mr. Kapow. It would stop in nothing flat, and you would probably 
vet a nickel on your dollar. 

Representative Brown. Don’t you think you would be able to sell 
it to some private investor ? 

Mr. Kapow. Not any more after this adverse publicity. 

Representative Brown. I should think private people would give 
something for it. How much would the whole outfit bring? 

Mr. Kapow. It is an opinion, Mr. Brown, and it is based on this: ] 
think at one time we could have gotten a group to come in and put up 
the money to operate with an option to purchase providing they could 
have negotiated some reasonable settlement with the Government. 
At the time we were talking it was to be either a 10 percent royalty to 
the Government or $500,000 outright for purchase. I mean, these 
people were talking that. 

Mr. Prerce. When was that? 

Mr. Kapow. This has been going on for months now. We tried 
to get Ventures Ltd. interested. We tried to get the Sunshine people 
interested. They were both very interested. Then this attack broke 
loose and they dropped it like a hot potato. I don’t think you could 
finance this thing for 1 cent on the dollar today. 

Representative Brown. It wouldn’t bring very much. You have 
nearly $3 million involved. How much ceuld the Government sell the 
whole outlay for and get out of it ? 

Mr. Kapow. Not very much, Mr. Brown. You are located in a lo- 
cation, just like I told you the other day—— 

Representative Brown. There are a lot of people who know some- 
thing about tin. 

Mr. Kapow. The public remarks have hurt. 

Representative Brown. If it is not good for anybody on earth, why 
should it be good for the Government to have their money in this? 

Mr. Tarney. May I speak on that, Mr. Brown? One of my jobs is 
to try to work on this private financing, and I have been working on 
the idea of moving it from Government to private people. I have been 

carrying on negotiations that way. 

Representative Brown. I take the position that if you are not able 
to get private people interested in a project like that, then it is doubt 
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ful whether the Government ought to go ahead with it. That is the 
position I take. I think if the Government could get out half what 
they have in it 

Mr. Kapow. They can’t. 

_ Mr. Tarney. I was going to say, sir, I have active negotiations go- 
ing on myself, and I have been empowered to do so by the board. 
I believe that once this situation has gotten down to the point where 
it is no longer a hot matter in the papers, and so on, this group will 
send a group of engineers in for a thorough-going survey. It has 
reached that point. ‘They have evidenced interest and ability to do it. 

As has been said, a going property is one thing. With a shutdown 
property, you have another totally different thing. My feeling is if 
the property is going when they go up there and can survey it, if they 
find what they will find—— 

Representative Brown. Do you think the Government is interested 
in having this loan made and then coming back a few months later for 
another loan in the same amount? They have to stop somewhere. 

Mr. Tarney. The money that would be advanced now would be re- 
placed by the mining of the ore. The mill is in production which was 
not so before. 

Mr. Warren. That was the theory before. 

Mr. Tarney. It is in production. I am not responsible for what 
happened before. The production this month so far is $28,000 worth, 
roughly. At the rate it is going, it will be $40,000. 

Representative Brown. If you get this $400,000, then by the time 
vou pay that back you will have to borrow another $400,000 or more. 

Mr. Tarney. I have hopes in 3 or 4 or 5 months this private arrange- 
ment will be made. 

The Vice Cuarrman. Have you been able to prove to any of these 
people who have shown an interest in the possibility of purchasing, or 
have they satisfied themselves that there is tin there? 

Mr. Tarney. They have looked at some of the records I have, and 
then they are going to send up their own people, as good prudent 
people will. 

Representative Brown. I think the Government should stop pour- 
ing more money into that hole. If you can pay it back and you won't 
have to borrow more, it is a different proposition. If you have to 
borrow $500,000 in another few months, I think the Government should 
get out. 

Mr. Tarney. Our idea is that the advances that are made from here 
on will be returned immediately. 

The Vice Cuarrman. That has been your thought from the be- 
ginning. 4 

Mr. Tarney. Now we have the production. 

Representative Brown. I think you have made some improvement 
over a very bad situation. 

Mr. Tarney. If I am to handle the financing on it, I need a little bit 
of elbowroom. Talking as a corporation lawyer, I have to have a 
going property. My people are interested, but they don’t want to buy 
a lawsuit and confusion. They are respectable people. The situa- 
tion is that there is not that much gold in a tin mine to make it worth 
while. If they can buy it peacefully, if they go ahead with their 
exploration plans up there to look it over, and if it meets their approval 
they can go ahead. 
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Representative Brown. Have you any evidence here from the Gov- 
ernment employees who are capable engineers as to the future of this 
mine operation ¢ 

Mr. Tarney. Mr. Croston has testified already that he feels it will 
be, if not ona pay ing basis, at least equal to its outgo from here on. 

Mr. Prerce. Mr. Croston is here. 

Mr. Tarney. I believe he testified to that effect. The figures I am 
quoting on the ability to sustain itself are not altogether corporation 
heures. 

Representative Brown. I understood him to say it wouldn’t pay 
back the loans. 

Mr. Tarney. If I can get enough elbowroom on this, it may work 
out. 

Representative Brown. What good will that be to the Government 
if you don’t get much tin? It doesn’t look very successful. 

Mr. Kapow. I think what Mr. Croston had in mind 

The Vice CuHatrMan. He is right here. Let’s ask Mr. Croston if 
he cares to comment on this dialog. 

Mr. Kapow. Let me make one point. The ore that is proven is one 
thing. If the exploration effort proves up more ore, you could not 
only “make a little payment to the Government but you could probably 
pay the Government back all the money. It is dependent on whether 
the ore potential develops into proven ore. 

Representative Brown. The mistake was on the exploration loan. 

Mr. Kapow. I buy that. I tried to get $2 million, and we got $226,- 
OVO, 

Representative Brown. I want to know if the Government will get 
back the $3 million if they put more in or what amount? 

Mr. Kapow. Why not ask Mr. Croston ? 

Mr. Tarney. I would like to have the budget estimates set up an 
exploration loan, $88,000, to do what every produent man does with a 
mine, to block out more ore to take the place of what you are milling. 
I would like to put it on a businesslike basis, run it that way for 5 
months, and I believe that that will be the answer. 

Representative Brown. You have been operating about 4 years? 

Mr. Tarney. Two months of actual operations. The actual pro 
duction has been achieved in June and July, as I understand it. 

Representative Brown. That is a long period. It looks by now you 
ought to know whether the mine is worth developing or not. 

Mr. Tarney. I am a financial man. I am not a mining man. | 
just have the figures that production started in dead earnest last month, 
and they achieved significant production this month. 

Representative Brown. Off the record. 

( Discussion off the record.) 

The Vice CHamman. Mr. Croston, would you care to comment on 
the situation ? 





TESTIMONY OF JOHN CROSTON, MINING ENGINEER, EMERGENCY 
PROCUREMENT SECTION, GENERAL SERVICES ADMINISTRA- 
TION—Resumed 


Mr. Crosron. In what regard, Mr. Chairman? 
The Vice Cuarrman. You testified the other day. Do you think 
there is a proven body of ore there ¢ 
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Mr. Crosron. There is a small body of ore there that should run 
for 3 years or so. As to the value of the property, at the present time 
[ should imagine it would be the junk value of the equipment on hand. 
[ don’t believe that a mine that operates on a break-even basis has any 
cash value to an outside investor. 

| don’t see what incentive he would have to go in on that basis, 
unless he was pretty sure geologically there was a possibility of dis 
covering a great deal more ore. That is one of the reasons I have sug 
gested that we try and keep this thing afloat for the next 3 or 4 years 
in the hopes that they will uncover something in the DMEA explora 
tion. But at the present time I don’t believe that the shares of United 
States Tin have any substantial value. 

I also think that it is quite germane to this, that if the United States 
Tin Co. is negotiating with private financial groups to take this over, 
it would be very helpful to the GSA and others to have the details as 
to who these men are, because at the moment they are in a quandary 
trying to decide just what they are going to do in the future. 

[f there are any substantial investors that want to put money into 
this enterprise, I think GSA should know who they are and what their 
proposal is at this stage. 

The Vice Cuairman. Would a proven ore body for 2 or 3 years 
be sufficient to interest some other company or does it have to go be- 
yond that ? 

Mr. Croston. If you had a proven ore body that would last 3 or 
4 years and make a substantial profit in that period, it perhaps would. 
As I see it, the present ore body to exhaustion might with economy 
just about keep the company afloat. They will certainly not make 
any substantial profit unless the price of tin goes to $2 or $3. If it 
stays around its present price and the company is able to net about 
80 cents a pound for the concentrates f. o. b. Lost River, I think they 
could just about get by during that period, and in the meantime they 
would have exhausted their ore body. It is possible that during that 
period exploration by the DMEA, work by the Geological Survey 
might uncover possibilities that were attractive to continue the opera- 
tion. 

Representative Brown. You don’t think the possibilities look very 
good at this time ¢ 

Mr. Crosron. They are rather doubtful at this time. 

Representative Brown. The United States Tin Corp. returns, do 
they have to send that money into the Government or can they keep 
in reserve some of that for operation? It all has to go to the Gov- 
ernment, is that right ? 

Mr. Kapow. Mr. Brown, the tin company has to date been financed 
ona revolving fund principal. 

The Vice CuarrMan,. | wanted to ask Mr. Croston one other thing. 
You testified the other day in regard to this additional request now 
pending for $403,000. Do you feel under present production that 
could be paid back ? 

I know it is a guess, maybe. 

Mr. Crosron. It isa guess. 

The Vick Cuatrrman. You are an engineer; I am not. 

Mr. Croston. I think it is possible for the company if they have 
reasonable breaks to produce better than 600,000 pounds of tin and 
concentrates during the next 12 months. That would be worth ap- 
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proximately $480,000. To that extent, why, an advance of up to that 
imount during the year would have a reasonable chance of being 
returned. 

Mr. Warren. Would that take into consideration such things as the 
‘ight earthquakes that they have had there and the shortage of water, 
uid factors like that ? 

Mr. Croston. No, that is assuming that they have pretty good 

reaks all the way through, that the mill operates fairly steadily and 
they get a fairly good grade of ore. They could do much better if the 

sillhe: ads were increased to 114 percent tin. If they were ab le to put 

20 tons a day through the mill steadily, if they could get their recov- 
ery up to 70 percent of the tin, and I think that is a reasonable 
thing: 

Representative Brown. How many years’ production do they have 
there ? 

Mr. Crosron. They have enough ore to run 3 years or so. 

Representative Brown. That being true, they would pay this pro- 
posed $403,000 back, and then they would get some more the next 
year and the third year and you would be right back where we are 
now. 

Mr. Kapow. Except you will know a lot more, Mr. Brown, and you 
will be achieving your broad objective. Did I mention to you the 

other day, Mr. Brown, that when this thing was going he: uthily before 
it was attacked there was quite a substantial interest in tin in other 
portions of the peninsula and 5 million pounds have already been 
found on 1 property? It is possible that just the support of this area, 
if it breaks you exactly even as to where you are now, it is possible that 
the support of the effort as a broad Government policy would produce 
many millions of pounds off our property, even. 

Re »presentative Brown. Off the recor d. 

( Discussion off the record.) 

Mr. Kapow. I think, sir, if this thing could be kept alive in any 
form at all, whether the management there is taken out and changed 
or however you do it, if you can keep it alive, it is to the Government’s 
best interests to do so until you know that the overall picture does not 
represent 

Representative Brown. It shows it is still a gamble whether or not 
you can pay back the money that you borrow from the Government 
over the next 3 years. It isa gamble. The brightest hope is that you 
won't get any more than enough to pay back what you borrow. If you 
have more difficulties, you won't be able to get enough to pay back the 
Government. That is the thing to be gone into. 

Mr. Kapow. If the exploration, in the meantime, as Mr. Croston 
said, is carried on with vim and vigor, you may find millions of pounds, 
because the indications are that it is there. 

Representative Brown. What do you expect to do with this 
$400,000 ? 

Mr. Kapow. That is production. It is to keep the thing going, the 
property active. 

Represent: itive Brown. Y ou haven’t any money for exploration 4 

Mr. Kapow. We had a $88,000 program approved, and then it was 
held up pending the outcome of this investigation. It is believed, I 
thing, that once that is done there is perhaps one more area to be looked 
at and then that is it, kaput. 
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Representative Brown. From your own testimony it appears that 
when you get the $403,000 you are going to ask the Government for 
more exploration. Where are you going to stop ! 

Mr. Kapow. It is only a revolving fund principal. 

Mr. Tarney. Ths type of financing isn’t possible with the first 
mortgage on the mine as it is. We can’t borrow working capital from 
the bank. 

The Vick Cuarrman. Mr. Lorain, may I ask you a question ? 


Representative Brown. The way it is, I wouldn’t care to buy any 


stock in it. 

Mr. Kapow. I wouldn’t sell you mine right today. 

The Vick Carman. What do you feel about the possibilities of 
exploration, developing more tin from your experience up there? 


TESTIMONY OF S. H. LORAIN, REGIONAL DIRECTOR, REGION I, 


BUREAU OF MINES, DEPARTMENT OF THE INTERIOR—Resumed 


Mr. Loratn. I think the chances are very good, sir. I have always 
felt that it has the two characteristics on which we base an explora 
tion program. In other words, it has a big ore structure, a big and 
very complex ore structure. It has very intense mineralization. No 
body can foresee beyond that point. Until we know whether this big 
ore structure contains commercial ore, of course, nobody can tell cer- 
tainly. I would say certainly it is a first-rate exploration speculation 
You can’t call exploration anything more than that. It is a first-rate 
exploration chance, let us put it that way. 

Representative Brown. Why couldn’t the Bureau of Mines go in 
there and make the exploration ¢ 

Mr. Lorain. We were in there when the thing started. 

Representative Brown. How long had you been in there, several 
years ¢ 

Mr. Loran. No, sir, we had just started. We worked up there 
during the war. Then they stopped. 

Representative Brown. Somebody testified here that they had been 
trying to get tin there for years and years. 

Mr. Loratn. No, sir, not in any aggressive manner. This thing 
started way back, I don’t know, in the early part of the century some- 
time. They had a small operation there which developed some ore. 
Then it was practically dead until the war came along. The Bureau 
of Mines and Geological Survey went in there and conducted an ex- 
ploration program during the war and discovered quite an additional, 
quite a large additional amount of ore. Then when we had the second 
emergency, we went back in there and started again. 

Representative Brown. Off the record. 

( Discussion off the record.) 

Representative Brown. Mr. Kadow, do you find it very difficu!t to 
sell your stock now ? 

Mr. Kapow. I never was interested in selling any, Mr. Brown, 
except to just stay afloat. I wouldn’t sell a penny’s worth. As a 
matter of fact, if the exploration program is approved, I will help 
finance it. That is how much I believe in the property. 

Representative Brown. Why didn’t you form a corporation to take 
it over? I am satisfied you could get it pretty cheap. You can sell 
anything. 
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Mr. Kapow. If I was making the income that Mr. Bellino says I 
was, I would do just that. 

Mr. Betirno. May I suggest in order to expedite the hearing that 
we make part of the record the various documents that we have from 
Mr. Kadow’s office and the United States Tin, matters that have not 
already been put in the record. 

The Vice CHarrMan. tar relate to what ? 

Mr. Be.urno. They all relate to his efforts to get the money down 
here, his contacts with Mr. Lorain, his effort to get surplus property 
all over Alaska down to the mine, get roads put into the mine, and 
just what actually happened in that connection. 

Representative Brown. Has he gone over that ? 

Mr. Bexiino. No, sir. 

Representative Brown. I don’t think it is fair to put it in the record 
without giving him a chance to answer it. 

Mr. Kapow. It would only prove, Mr. Brown, what a darned good 
promotion I put on there. 

Representative Brown. You don’t have to prove that tome. You 
can sell almost anything, but don’t think you can sell gold and tin. 

Mr. Betxino. These are all the documents from the United States 
Tin Corp., letters which he wrote to officers of the corporation and to 
the corporation, and copies of letters which may have gone in his file of 
the same nature. ‘They are all from his office or the oflice of the United 
States Tin Corp. 

The Vice Cuatrman. To what do they relate, Mr. Bellino? 

Mr. Bexiurno. They relate to, first, the efforts of the officials of the 
United States Tin Corp. and coming down here and getting a loan, 
who they contacted and what was said, what they told him. Then it 
relates to what Mr. Kadow started to do; his first operation was to 
start in getting housing up at the Point, get lumber, get material, 
get labor, transportation, an indication of the movement of the whole 
colony of King Island natives and so forth. 

The Vice Cuarrman. What does it prove! 

Mr. Beturno. It proves several things—— 

The Vice Cuarrman. Mr. Brown and I aren’t familiar enough with 
that end of it. We haven’t seen that. 

Mr. Betirno. It proves he got $15,000 from the Territorial High- 
way Commission of the Territory of Alaska. He signed a contract to 
construct a road of 614 miles from the mine to the beach, and 
the records indicate that the most they ever did was 214 miles 
and that the money he got was used for other purposes. In other 
words, he got money from the road commission and it was not used 
for that. It was used for some other purpose. The same thing with 
the housing. The surplus property. The indications are that he was 
getting surplus property. He would get it by going to some Govern- 
ment agency. He would go up and get some surplus property. Help 
himself to everything that was loose and put it in the mine. Here 
is a private corporation 

The Vice CuarrMan. It sounds like he was getting something for 
nothing for the benefit of the mine, is that what you mean ? 

Mr. Betirno. Yes, sir. 

Representative Brown. When you say he got $15,000 to build a road, 
what become of the other part of the $15,000! y 

Mr. Betirno. We don’t know. 
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Representative Brown. What good would that do? 

Mr. Betirno. It shows that he used $7,500 for other purposes other 
than for building the road. In one place it indicates that he was going 
to use that for housing. The records were never thoroughly exam- 
ined in complete detail to know exactly what did happen. ‘There are 
various letters indicating how charges should be made in the books 
of the corporation to cover up what the expenditures were actually 
for. ' 

Representative Brown. For example, take the $15,000. You said 
he didn’t use all of it for that. You don’t know what he used it for? 
Do the records show? If you don’t know how much he spent on the 
road, you don’t - 

Mr. Betxiino. You can’t rely on their records, because the letters 
indicate that the records were not kept properly. 

Representative Brown. Who is your witness to prove that he didn’t 
spend $15,000 ? 

Mr. Berirno. The first witness that proves that they didn’t spend 
the money on the road was the commissioner of roads of Alaska, who 
wrote in that they subsequently got a contract to build the same road, 
614 miles, and when they went in they found nothing there, that 
there was no benefit of the work done previously. 

The Vice Cuarrman. Did the man who wrote the letter turn the 
$15,000 over to the tin corporation ? 

Mr. Betiino. The letter saying that—— 

The Vice Cuarrman. Where did they get the $15,000? 

Mr. Betirno. The Territorial Highway Commission. 

The Vice Cuairman. For the purpose of building a road ? 

Mr. Betirno. Yes, sir. 

Representative Brown. The Federal Government didn’t spend that 
money. 


Mr. Betiino. No, sir, that is the Territorial Highway Commission 
funds. The Federal Government came in afterward to build the road. 

Representative Brown. Why don’t they investigate that? 

Mr. Berio. They haven’t been advised of it as yet. We noticed 
it in the United States Tin Corp. files. 

Representative Brown. I think just a charge that you had $15,000 
to build a road doesn’t mean anything, that the road doesn’t appear 
that $15,000 was spent on it. You should have some evidence to show 
how much was spent. If you can’t prove it by documentary evidence, 
if there is nobody living to swear to it, you have to find out how much 
was spent and for what. If you can’t get that, it would have to be 
dismissed. 

Mr. Brtiino. It is documentary suspicion. 

Mr. Kapow. I don’t know how wrong you can get, Bellino, but it 
is all right with me. 

The Vice Cuairman. We will take that under consideration, Mr. 
Brown. 

Representative Brown. It is merely a suspicion if you don’t have 
the evidence. It is not very valuable evidence, but it is some evidence. 

Mr. Warren. I think if there are further letters that should go in, 
we should show them to him and he might make any statement 

The Vice Cuarmman. We can’t put them in, as Mr. Brown says, 
without giving Mr. Kadow a chance to identify them or give his 
answers. Isn’t that your thought, Mr. Brown? 
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Representative Brown. Of course, if he has something over his 

signature in relation to the corporation that he was running, that 
evidence can be put in. 

Mr. Tarney. We would like to say as far as Mr. Kadow is con- 
cerned that he is prepared to answer any and all questions about the 
road or anything else. 

Mr. Beitino. May I read one into the record ¢ 

The Vice CuarrMan. Allright. What is worrying us is irrelevancy. 

Mr. Betirno. This is an extract from a letter. The notes were 
made by Clifford Smith while he was reviewing the files in Mr. 
Kadow’s office in the United States Tin Corp. It is dated October 25, 
1952, to Paul Sorensen from K. J. Kadow: 

Instructions to charge only $10,197.01 to bunkhouse, cookhouse and four 
storage facilities to bring total to $55,500. If actual installation of above items 
costs more, there is another $2,000 for cutting station at minus 80 level. Use 
that. 

That is just one item. 

The Vice CHarrMan. $10,050, did you say ? 

Mr. Bextrno. In other words, charge only so much. He tells him 
whatever expenses you have, charge us so much to bring the total up 
to $55,500, which happens to be the amount of the contract the “vy had 
with another company, the Alaska Construction Co. Here he is tell- 
ing his men what they should charge. “If you don’t have enough 
money,” he says, “take it from the cutting station at minus 80 level ” 

Mr. Tarney. What is Mr. Bellino reading from ? 

Representative Brown. Off the record. 

( Diseussion off the record. ) 

Mr. Kapow. I would like a chance to answer those things, Mr. 
Brown. They both have simple answers and there is absolutely noth- 
ing wrong with them. Take the road situation; 61 > miles of road, the 
Territorial government advances $15,000 under contract. Now, we got 
the contract for building the road and getting some timber for a 
bridge. That is what the contract called for. Do you know very 
many roads that are built for $15,000 for 6 miles?) We had the equip- 
ment and we built the road and made some money on it. 

The Vick CuarrMan. It was a contract with whom? 

Mr. Kapow. It was a tin company contract with the Territorial 
Road Commission to put a road from the mine—we made a little dough 
on it. That is all. We used it for something else. The point is if we 
would have taken the profit out we might have been criticized, but we 
turned right around and returned the profit to the operation. 

Take this matter that he is talking about, these charges. We have 
two activities going. One is the DMPA and the other is the DMEA. 
The DMPA says in its contract that there is an allowable maximum 
for certain jobs, 5 or 6 of them. All right. At first those maximums 
were against each item. I asked permission from GSA and from 
DMEA, I asked permission if I could make a lump sum total instead 
of individuals. They gave me such permission. Okay. The point is 
that there wasn’t enough money to do that job entirely on the DMEA. 

For instance, we installed two pumps down at the bottom of the 
mine that was supposed to be in the first instance on DMEA for de- 
watering the mine. I contend, sir, that we were also trying to get 
water to mill with. There wasn’t enough money to do all that aga inst 
DMEA. So I charged part of it against DMPA. Why? Because 
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part of it is a legitimate charge. You can’t expect to install pumps 
down there and not charge anything against milling. Mr. Sorenson 
didn’t know those things. He was just up at the mine. I am the guy 
sitting down here reading the law and reading what has to be done. 
These matters were taken up with the Government officials. They said 
okay, that you can have an allowable maximum of $55,500 for doing 5 
or 6 jobs. You couldn’t do those 5 or 6 jobs for that money, but the 
other arm of the tin company is DMPA and DMPA had a legitimate 
business, legitimate right to spend some money in putting in those 
facilities. That is all that adds up to. 

The Vick CHarrman. Off the record. 

( Discussion off the record. ) 

The Vice Cuairman. How long will you be here? 

Mr. Kapow. I have tons of work to do back home, but I don’t want 
Mr. Bellino’s concept to go into the record. 

The Vick Cuarrman. We are going to recess until 2 o’clock. Then 
we will consult with you about going on tomorrow or not. 

Mr. Kapow. Thank you very much, Mr. Gamble. 

(Whereupon, at 12:45 p. m., the hearing recessed until 2 p. m.) 


AFTERNOON SESSION 


(The joint committee reconvened at 2: 30 p. m.) 
The Vice Cuarrman. We will reconvene. It is nice to have you two 
gentlemen here. Have you a statement, Dr. Flemming ? 


STATEMENT OF ARTHUR S. FLEMMING, DIRECTOR, OFFICE OF 
DEFENSE MOBILIZATION 


Dr. Ftemmina. I don’t have any formal statement, Mr. Chairman. 
I didn’t know just what you would like to have me cover. 

I suspect, first of all, that you might be interested in general pro- 
cedure that is now being followed in handling matters of this kind, 
which I can explain briefly. Then I might comment just briefly on 
the specific matter that you have before you at the present time. Is 
that all right ? 

The Vice Cuarrman. Yes. Do you cover in there the need of tin 
these days? 

Dr. Fiemmine. We can’t discuss the specific figures. There isn’t 
any question at all about the importance of it in relation to national 
defense. ‘There isn’t any question at all that back in the days immedi- 
ately following Korea, at the outbreak of hostilities in Korea, our 
situation was a serious situation. This committe is familiar with this 
project and with the Texas City smelter and the action taken by Con- 
gress recently in connection with it. We are as a nation in a much 
better position on tin than immediately after Korea because of the 
stockpile program. 

The Vice CuarrmMan. The House passed that resolution yesterday 
just. before we recessed. 

Dr. Fiemmine. As you know, we have made plans to continue the 
operation of the smelter, pending the outcome of that particular 
investigation. 

As far as the procedure that is followed now in connection with han- 
dling the responsibilities that have been assigned to us under the De- 
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fense Production Act, I think I might point out that soon after I 
took office in 1953, I appointed a special Borrowing Authority Review 
Board to review all commitments made under the Defense Production 
\ct involving the borrowing authority. The Board was initially com- 
posed, for example, of such men as Harold Vance, James F. Brownlee 
of New York, also my General Counsel, Charles H. Kendall, and like- 
ise my Deputy Director, Victor E. Cooley, former president of the 
Southwestern Bell Telephone Co. of St. Louis, Mo. 

[In the latter part of March 1953 I sent a communication to the Gen- 
eral Services Administration, to what was then the Defense Materials 
Procurement Agency, to make no further binding commitments until 
they have been reviewed by the Borrowing Authority Review Board. 

I felt that I would like to have an inventory taken of the situation 
as it existed at that time. One of the first actions taken by the Board, 

hich at that time consisted of Mr. Harold Vance, president of the 
Studebaker Co., and Mr. James Brownlee of New York, was made 
on the basis of recommendations submitted by Howard Young, who 
was then Deputy Administrator of the Defense Materials Procure- 
ment Agency. Mr. Young’s first recommendation after my freeze 
order dealt with a list of cases where negotiations between the con- 
tractor and the Government had proceeded to such a degree that he 
considered it necessary that contracts be signed promptly, in order to 
protect what he regarded as the best interests of the Government. 

One of the cases included in this category was that of the United 
States Tin Corp. which you are looking into. These cases were dis- 
cussed with Mr. Young by Mr. Vance and Mr. Brownlee and, on the 
basis of the representations made by Mr. Young, the request for addi- 
(ional funds for these projects was approved. That was largely on 
the basis of the fact that the Government had already made a con- 
siderable investment in the project. 

Just a brief statement of the results of asking a review board of 

this kind to take a look at the situation. Subsequent to the freeze 
mposed on March 27, the Borrowing Authority Review Board has 
reviewed expansion programs for 24 programs. Gross commitments 
under the Defense Production Act were approximately $8,211 million 
at the time the Borrowing Authority Review Board was established. 
In their subsequent reviews, the gross transactions were reduced by 
approximately $863 million so that present gross transactions are ap- 
proximately $7,348 million. At the same time, the probable ultimate 
net cost of these transactions, originally estimated to be approximately 
$1,151 million, was reduced by approximately $208 million. So that 
the present estimate is $943 million. 

The Vice Cuatrman. That would be a loss? 

Dr. Ftemminea. That is what the Government—— 

The Vice CuHarrman, The cost? 

Dr. Ftemmine. Yes. As you know, under the Defense Production 
Act the probable ultimate cost to the Government can at no time exceed 
$2,100 million. So you see we are just under the billion dollar figure 
at the present time. 

As far as this particular case is concerned, I have been kept advised 
generally of the developments in connection with the hearings that 
you have been holding. We either have or are about to ask the Depart- 
ment of the Interior for their best judgment as to whether or not this 
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project should be continued for a longer period of time, looking at it 
from an exploration point of view. 

The Vick Cuamman. That is the way it should have been looked at 
from the beginning in our opinion. Mr. Brown and I agree on that. 
That should have been done instead of a commercial proposition. 

Dr. Fiemmine. I agree with you on that completely. If Interior 
makes a firm recommendation to us that in their judgment it should be 
continued further from an exploration point of view, then I think it 
would be sound for us to consider the question of whether some addi- 
tional funds should be advanced. 


As far as the management of the company is concerned, that, of 


course, is a matter that Mr. Mansure, head of GSA, will look into in 
the light of testimony that has been developed here, and he will have 
to make his own decision on that. But it seems to me that at this point 
that is the best way for us to proceed. 

My understanding is that if additional funds were put in for the 
purpose of continuing it as an exploration project, that in all prob- 
ability those funds would be recovered by the Government. I am not 
talking about what has gone into it up to the present time, but in all 
probability the additional funds would be recovered by the Govern- 
ment. That personally is the way I look at it at the present time. 
Of course, I have not had the opportunity that the committee has had 
to listen to all of this testimony. 

Representative Brown. They are asking for $403,000 from a com 
mercial standpoint, not exploration. 

Dr. Fiemmine. The actual application, as I understand it, is not 
yet before ws. Your understanding is undoubtedly correct. I feel 
that it should be approached from the exploration angle. I think the 
additional activity would have to be justified on the basis of settling 
the question of what is there or isn’t there, because I think members 
of the committee appreciate if the question isn’t settled now the next 
time we get into an emergency someone is going to think of this one 
and the Government may bo back in and spend a lot more money to 
settle the question if it is not settled now. 

The Vice Cuatrman. There is still money due, as I understand it. 
You have held the money up for June and July? 

Dr. Fiemminea. The General Services Administration, I think, has 
done that. 

The Vice Crarrman. They seem to be in the usual position that 
they need a little money. 

Dr. Fiemmine. Mr. Mansure, do you want to comment on that? 


STATEMENT OF EDMUND F. MANSURE, ADMINISTRATOR; MAX- 
WELL ELLIOTT, GENERAL COUNSEL; JOHNSTON RUSSELL, 
ASSISTANT DIRECTOR, CREDIT AND FINANCE DIVISION; AND 
JOHN CROSTON, MINING ENGINEER, EMERGENCY PROCURE- 
MENT SECTION, GENERAL SERVICES ADMINISTRATION 


Mr. Mansvre. As of about a week ago there was approximately 
$190,000 of tin concentrate that is ready for shipment. The amount 
we advanced was about $69,000 or $79,000. 

The Vice Cuarrman. That was shipped last Thursday, I think. 
Was that the June payment? 
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Mr. Mansure. Yes. 

The Vice Cuarrman. Mr. Elliott. I think you spoke of it the other 
day ¢ 

Mr. Exurorr. Yes. 

The Vice CHarrMan, I see we have a lot of our old friends here 
this afternoon. Then the July payment is still pending? 

Mr. Mansure. Yes. That is not interfering with the operations at 
present. They are continuing right on. 

The Vice Cuarrman. We had some testimony on that this morn- 
ing. They hope to get, I believe, this month, 40,000 pounds of tin. 
How long will that money that you have advanced last? You are 
running on a month-to-month basis ? 

Mr. Mansvure. We think it will carry them through this month and 
the following month. That is what we are waiting to find out now, 
what obligations they have. 

The Vice Cuarrman. In other words, while it is called a loan it is 
on an installment basis, is it not ¢ 

Mr. Mansure. Yes. Weare watching it very closely. 

Mr. Extiorr. We are requiring counter-signatures on the checks. 
We send the money to the Seattle office. It will be paid only on 
counter-signature. As to the capital equipment, and essential diesel 
equipment that is needed to keep the power going, we are keeping 
title in the Government. 

Representative Brown. Did you make a list of what they spent the 
money on ? 

Mr. Extiorr. They give us ig advance a list of that whiéh they pro- 
pose to spend the money for. 

Representative Brown. Itemized ? 

Mr. Exuiorr. Yes, sir. In this case what we have done is send that 
list and the check to our Seattle office, and where there are suppliers 
bills we will require the company to get the counter-signature of our 
resident auditor 

Representative Brown. Has that list itemized these articles that 
they have purchased with the money borrowed? Has that been going 
on all the time or recently ? 

Mr. Exzsorr. We have not required the counter-signature before on 
the individual checks. 

Representative Brown. Mr. Warren, do you have a list of those 
things ? 

Mr. Warren. A list of equipment ? 

Representative Brown. A list of everything they purchased and 
all the expenditures? If you had that, I think you would be in better 
shape to ask the questions you have been asking. 

Mr. Warren. It is my understanding that the expenditures that 
were approved were not necessarily the expenditures that were made. 

Representative Brown. If you use those, you could ask, “Did you 
buy these or did you buy something else? What became of the 
money ¢” 

Mr. Prerce. Mr. Chairman, the United States Tin Corp. submitted 
a monthly itemized expenditure in advance of being given the ad- 
vance. General Services, as I understand it, approved those expendi- 
tures and made the advance. It is not my understanding that the 
company then reported back exactly how they spent that money, is 
that right ? 
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Mr. Russeti. They had submitted at least during that time which 
I have had anything to do with this thing a report of disbursements, 
I think there has been testimony here, as Mr. Warren has pointed out, 
which indicates that the category in which you would place them was 
not always accurate. 

Mr. Pierce. For how long a period had you direct contact with this? 

Mr. Russeix. The first of the year. 

Mr. Prerce. Prior to the first of the year it is my understanding 
that they did not submit actual listings of expenditures after the 
money had been spent, is that right ¢ 

Mr. Russexx. No, I believe they have. I am quoting from memory 
and with respect to matters which I know by review of files and with 
which I had no personal contact. 5 

Representative Brown. It seems to me that this list which was sub 
mitted to them, if you check that with the actual expenditures, then 
you could find out the whole truth. 

Mr. Pierce. The public audiors who every 6 months audited these 
books have repeatedly reported that it was not possible for them to 
certify to the accounts because of their inability to clear up all the 
expenditure as to what they actually were or how they were charged 
off. ‘That statement has been made in each of the auditing reports 
right through until September 30, 1953. So while GSA may have had 
a listing of the expenditures, to date we have not seen them. Never- 
theless, the auditing firm is not able to clarify the accountes to their 
satisfaction in many cases. 

Mr. Warren. Including their own auditors. 

Mr. Pierce. That goes for GSA auditors, too. Is that not right? 

Mr. Russevy. That is right. There have always been exceptions in 
the audit reports which qualify the opinion as to the correctness of the 
accounts. 

Mr. Mansure. What I would like to touch on is not what has been 
discussed in such details before the committee in the past hearings 
but to bring you up to date on our present operations because I think 
that is important, that you want to know how we are handling the 
situation now. 

We are very much concerned, I have to be very frank about it, with 
the management of this company and the 3 or 4 other companies that 
we have had difficulty with. It was obvious by the summer of last 
year that some of these problems might arise. So therefore at the time 
the DMPA, that Dr. Flemming has referred to, was merged as a di- 
vision of GSA, although DMPA functioned along with GSA and the 
administrator of one was the administrator of the other, we discussed 
with the Department of the Interior the idea of forming an operat- 
ing committee made up of three agencies, one member from EPS, a 
division of GSA, one from the Bureau of Mines and one from Geologi- 
cal Survey. This committee started to function, I believe, in Sep- 
tember or October of last year. All matters of this kind, not only 
United States Tin but any operation, that the Government is involved 
in which comes under a division of GSA, are reviewed now depending 
upon the requirements of that review. It may be a monthly review. 
It may be a quarterly or a semiannual review. There are several dif- 
ferent factors to this reviewing. 

I am going to give you 1 or 2 quick cases. We have had 36 inspec- 
tions since that time involving 23 different projects. When I say “36 
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inspections,” I am referring to one phase of the operation, because we 
may have continuous inspection depending upon the operation. So 
there is no rule of thumb that we can lay down as to what our inspec- 
tion program involves. I am just now referring to the ones that we 
worked with with Interior. 

In our own agency we have 196 full-time inspectors which we keep 
inspecting projects freque ently. 

~The matters involving these ins spections also involve a number of 
different items. ‘There can be financing. There may just be a case 
where only procurement is involved. We may want to check to see 
that they are meeting their produe tion schedules, whether there is any 
violation of the contract, if the contract terms are fair, whether the 
production costs are in line. All those various items are taken into 
consideration. It might be a matter dealing with research or with 
the metallurgical process. ‘There are also frequent inspections which 
are required ‘by our own inspectors. At many times there may be the 
necessity of only one inspection required on the entire project. 

In the organizational part of it I explained to you how we worked 
that out with the three members of the committee. The chairman of 
the operating committee is our EPS member of the GSA. The inspec 
tions are reported in writing. They are furnished very promptly. If 
the report deals with engineering features it is referred to the Expan- 
sion Branch of the Materials Division. If it deals with fiscal matters 
the report is referred to the Comptroller’s Office. If it is a question 
of irregularities, that is a case of a criminal or of a legal nature, it is 
referred to our Compliance Division or to our General Counsel. If 
it is merely a legal matter, then it goes to the Office of the General 
Counsel for advice and attention. 

Here again, there may be a matter of policy which can be worked 
out with discussions between the contractor and the Contract Admin- 
istration Branch of EPS. In two instances we have engineets sta- 
tioned right on the project. That is continuing daily inspection. 
These are projects, of course, of large magnitude which justify this 
expense. Qn certain projects it is supervised by a resident engineer 
employed by RFC. We still carry on that policy, because in a case 
where there are RFC loans, then the engineer is paid by RF. 

GSA has purchase programs. In such a case we have purchase 
depots. These depots are supervised by our own people thie of 
course accords the very closest supervision. Any irregularities that 
occur are handled immediately. If it is a legal irregularity, it goes 
to our Compliance Division or the FBI. 

In the short period during which we have had this arrangement 
with Interior it has worked very effectively. There has been no delay. 
It has operated at a minimum cost. We propose to continue this pro- 
gram until something develops showing that it is not working satis- 
factorily. GSA in some cases has to assign technical personnel to 
make inspection on projects which have to be watched very closely 
or where there may be some operating troubles. It may be that a mod1- 
fication of the contract or additional funds are needed by the con- 
tractor, and then, of course, these projects are checked physically by 
our people, and a report on the project is made. The occurrence as 
to the frequency depends entirely on what the operation is. 

Coming back to the United States Tin specifically, I would like to 
give you an idea briefly what this problem is. On the basis of the 
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output during May and June, providing that rate of output can be 
continued, they would produce about 460,000 pounds per year. For 
these facilities to operate successfully we have to have at least an 
output of 600,000 pounds per year. During the month of June the 
mill had its best month, and they produced 2,617 tons of ore, and it 
has an ultimate capacity of between 3,600 and 4,000 tons per month. 
The ore treated averaged 1.254 percent of tin, whereas it should later 
exceed 1.6 percent tin. The recovery was 58.41 percent whereas it 
should ultimately reach or exceed 70 percent. 

The facilities, granting that there are no unusual setbacks, could 
produce 600,000 pounds, possibly 850,000 pounds of tin contained in 
concentrates each year. With the current market price of between 96 
and 97 cents per pound for pig tin, the concentrates at Lost River 
have a value of 80 to 85 cents. So the situation right now, as Dr. 
Flemming has explained, is a question of whether this operation 
should be continued, whether it will be commercially practical or 
whether it will pay out commercially, it is a question of whether we 
want to determine once and for all whether there is a sufficient de 
posit in this so-called tin area or whether there isn’t. 

Representative Brown. Could they operate successfully ? 

Mr. Mansvure. It is possible provided they could come up with 
600,000 pounds of production. They are not up to that now. They 
are producing 460,000 pounds, in round figures. 

Of course, the question of that is simple. For over 50 years I 
understand there has been debate back and forth whether there is 
enough ore in this area to make a commercial operation successful. 
To date it has neither been proved nor disproved that such an opera- 
tion is possible there. I think possibly in another year they should 
know pretty well whether there is any further deposit available or 
what it will cost to get the ore out. That is purely a time picked out 
of the air. 

There is one thing that is encouraging, that the money which was 
advanced for the upgrading of their power equipment should help 
materially in the reduction of their cost of production, because they 
haven’t had the power necessary to carry on the operation. They 
have had an old secondhand diesel engine. 

During this so-called tune-up period the mill has been treating 
lower grade ore. 

Representative Brown. I think the testimony is that there is low- 
grade ore there. From that standpoint, will it ever be possible for it 
to work out ? 

Mr. Mansvre. I think the grade would probably be profitable pro- 
vided they could produce—I wouldn’t say profitable but break even. 
The question is the need for defense purposes of tin and a source of 
tin being more available without water transportation. 

Representative Brown. Off the record. 

( Discussion off the record.) 

Mr. Mansure. It is definitely a speculation. I am not going to 
make comment on what happened before. 

The Vice Cuatrrman. You inherited this? 

Mr. Mansvre. I can see where 2 or 3 years ago when they got into 
an operation of this kind the decision may have been made on the 
basis of not whether it was going to be commercially successful but 
whether we were going to get some tin to help out in the shortage. 
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Representative Tate. I should like to ask what the byproducts of 
the operations may be. What value do they have now? What po- 
tential value do they have ? 

Mr. Mansvre. I think we have some figures on that. Have we fig- 
ures on any byproducts ? 

Mr. Croston. Well, at the present time there are no byproducts. 
The only product from the property is a tin concentrate running ap- 
proximately 60 percent tin. In the earlier stages of the operation 
there was a small production of tungsten concentrate as well, but 

luring the past year the amount of tungsten in the ore has been so 
aoe ‘that it does not constitute a source of revenue. It is not high 
enough in tungsten content to bring in any revenue, and it isn’t enough 
to create a penalty when it goes to the tin smelter. 

There is one other possible future byproduct, if the property stays 
in operation for a number of years, in the fluorite content of the ore 
n one part of the mine. But that is pure ly speculative and would 
depend upon treating large tonnages of ore in another section of the 
mine and finding a market for the fluorite, which is the raw material 
for making hydrofluoric acid. There would be a market for it on 
the Pacific coast or in Japan if they could produce it at a low enough 
cost. At the present time the only outlook for income will be from 
the sale of tin concentrates, not from tungsten or fluorite. 

Representative Tatie, What about lead ¢ 

Mr. Crosron. There is a little lead in the ore and a little zinc in 

but in such trifling quantities as not to constitute a source of 
income. 

Mr. Mansure. Would the committee be interested in the 15 steps 
that we take in the control of these things ? 

The Vics Cuarrman. Yes. You have some other lemons, don’t you, 
besides this one? 

Mr. Mansure. We have 4 other operations which we feel are very 
questionable, 4 all told. The advances run from $325,000 to $2,800,- 
000, One is a very small advance of $45,000 which is in receive rship. 

be steps that we take prior to contract execution are: 

Analysis of statements on financial condition of contractor in 
oni to determine financial capacity and extent of Government as- 
sists ince required. 

2. Investigation of the credit rating of the contractor. 

Conta will contain terms and conditions enabling the Govern- 
— to observe the following policies in administering the contract: 

Approval of qualifications and salary of key personnel of the 
oma 

Approval of company travel and entertainment policy. 

Approval of contractor’s accounting system. 

4. Detailed instructions as to contractor’s responsibility for prompt 
re porns (both financial and operating) to the Government. 

Readvance of funds by contractor to subcontractors specifically 
prohibited unless approved by the Government. 

Contractor to follow Government policy with respect to subcon- 
trail (thus precluding subcontracts on the basis of cost plus, per- 
centage of cost, or other malpractices). 

7. Approval by the Government of the creation of any affiliated or 
subsidiony companies after execution of the contract. 
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8. Where necessary in the public interest, prior approval by the 
Government of all stock transactions and/or evaluations. 

9. Where necessary in the public interest, prior approval by the 
Government of any stock issuances for purposes other than cash. 

10. Prior approval of the Government on dividend payments. 

11. Examination of periodic financial statements and cash flow 
sheets in order to preclude the disbursement of funds excess to current 
requirements and insure that funds advanced are being used for stated 
purposes. 

12. Secure maximum security for Government advances in the 
form of notes, mortgages, and so forth, on assets acquired. 

13. Verify that good business practices are followed, such as ob- 
taining necessary insurance, bonding contractors, and employees, and 
so forth. 

14. Where necessary in the public interest, pursue additional pro- 
tective measures such as countersignature to contractor’s checks by 
Government officials, establishment of separate bank accounts for 
funds advanced in contractor’s revenues to effectively control opera- 
tions under the contract. 

15. Audit the books and affairs in order to ascertain that the pro- 
visions of the contracts and the foregoing Government policies are 
strictly adhered to by actual performance. 

Representative Tarte. Mr. Chairman, early in that list I think Mr. 
Mansure mentioned accounting, is that right 

Mr. Mansure. I mentioned that several times. Item 3 was ap- 
proval of the contractor’s accounting system. In other words, we will 
reserve the right to ask that it be set up on a standard practice basis. 
Was that the question you had? Because I referred to accounting in 
several various items in here. 

Representative Brown. Has the rule been observed in this opera 
tion ? 

Representative Tate. I was going to mention that. 

Mr. Mansure. I am not qualified to comment on the case in point. 
I am not familiar enough with the past proceedings. I would say 
very definitely that since last fall these are all very carefully observed. 

Representative Tarun. I got the impression when Mr. Fischnalle: 
appeared before the committee that not only had good accounting 
practices not been used but that he‘had a sort of innate abhorrence of 
good accounting practices. 


Mr. Mansvure. I had heard that. I haven’t read the testimony or 


heard the testimony, but the general comment I have heard bore that 
out. Of course, this operation became of concern to us several months 
ago when we started checking into it. 

The irregularities which were found—lI use that word from an op 
erating standpoint and I am not using the phrase legally—but we 
feel from a management operation 

Representative Brown. Do you insist that those rules be carried out 
when you loan money? You don’t operate at all; you loan money. 
Do you insist on those as if you owned and operated it 

Mr. Mansure. Yes, we would of course. We don’t have many 
operations where we actually own and operate as a government. Is 
that what you mean ¢ 

Representative Brown. Yes. 
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Mr. Mansure. These principles would apply regardless of any Gov- 
ernment operation directly or indirectly that would come under GSA. 

The Vice CHarrMan. When did this go into effect ? 

Mr. Mansvre. This is our present policy. These policies went into 
effect at about the same time that we revised the entire proyram and 
made up the inspection and checking system with the Department of 
the Interior. 

First of all, it is too great an expense to GSA to carry on the inspec- 
tion of operations of this kind because we do not have adequate staff 
with technical know-how or ability. Interior does. Furthermore, we 
think it is better to have another Government department check us, 

ust like you would have your auditor, because we feel there is the 
double experience being used on these cases. It has worked out very 
successfully since the program was inaugurated. 

The Vice CuHatrMAN. When was it inaugurated ? 

Mr. Mansure. About September or October of last year. The letter 
of transmittal to the Department of the Interior was on September 17. 

Mr. Pierce. The testimony as late as this morning, I believe, 
brought out, Mr. Mansure, that Mr. Russell found it necessary as late 
as February 17 of this year to write to this corporation pointing out 
that they had continually failed to maintain an accounting system that 
made it possible to determine just how moneys were being expended. 
[In that letter, Mr. Russell, I believe, stated that not only was that true 
of the first audit in 1951 but it had been so specified in each of the 
audits every 6 months, including the last one of September 30. If 
these new policies went into effect last September, wou'd that mean 
that the audit of September 

Mr. Mansore. This is the procedure on any negotiation that the 
Government would go into now. The United States Tin Corp. was 
set Up in the past, 3 years ago. What has happened is, speaking very 

frankly, the operations which the Government has gotten into trouble 
on I don’t think has been so much a question of dishonesty involved 

; a question of know-how and management in that specific type of 
paella In other words, there is too much of the phase of a pro- 
moter or a group of people who have been successful in one field of 
business getting into a mining operation that they are not qualified 
to be in. 

As I have looked over the operations that have caused us difficulty, 
in each case it has been the problem of promotion in which either the 
ore was not sufficiently valuable or the knowledge of the operation 
and ability was not there to carry the operation on. This got these 
people into trouble and always got them behind and overspent. In 
one of the operations they spent all the money the Government ad- 
vanced and when it came time to actually start the operation they 
hadn’t even gotten their powerlines in. Anyone who is in a mining 
operation knows whether water is available and your power is avail- 
able. Those are fundamentals you operate on. 

I say again, it is easy to look back on these things and say what 
should have been done. We have to remember this was at the time 
of an emergency. There was a reaching for whatever you could get 
at the time in 1950, 1951, and 1952. No one knew what was going to 
happen. 

t ratill feel that the proper approach to any of these projects that 
the Government may even consider, the first thing is to have people 
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qualified to do this kind of operation. If it isa mining operation you 
should see that there should be mining people in it. Ifit isa transpor- 
tation operation, there should be transportation people involved. Ii 
can’t be a promotional thing that they think they can cash in on and 
get out ina hurry. 

_ Mr. Warren. Is there any requirement that the private operators 
invest any certain amount of their own capital now ? 

_ Mr. Mansvure. I don’t think there is any requirement of that, no, but 
in many of the cases they do. I would say in most cases they do. 

_ Mr. Warren. In this case, if the operators had been required to 
invest more of their own capital don’t you think the operation would 
have worked better ? 

Mr. Mansure. Undoubtedly. I am very much in favor that in any 
operation they have a stake in it because there is that much more in. 
centive for them to make a success of it. Too many of these projects 
have been done on a shoestring with Government money without quali- 
fied operators. 

The Vice Crarrman, In other words, where you take an old-line 
company you are’nt having any particular trouble ? 

Mr. Mansure. No, we have to watch them. We have a case right 
now where they are getting into a very large program of a very im- 
portant metal where moneys have been advanced. They have gone 
well over 50 percent of the estimated cost. Of course, our present 
program is to watch those things very carefully, and we are not going 
to let them go over their cost to that extent. It is a question of con- 
tinual vigilance. It doesn’t matter whether it is a big company or a 
company that is being organized. It makes no difference. It still 
has to be watched. 

The Vice Cuarrman. That has been one of the troubles in this situ- 
ation, as I visualize it in listening to the testimony, there hasn’t been 
enough vigilance on the part of the Government. 

Mr. Mansvre. I think you are absolutely right. I think it has been 
poorly handled on everyone’s part from an operational standpoint, our 
part in watching it, in misunderstandings if not misrepresentations. 

Mr. Warren. Is there any requirement as to what the relationship 
should be between Government employees and contractors with respect 
to where business is transacted, and various things of that nature ? 

Mr. Mansure. You mean, a Government employee going into a 
transaction 

Mr. Warren. I mean, the people in the Government who are lend- 
ing the money and the contractor. 

Mr. Mansvre. And the relationship between the people making the 
loan 

Mr. Warren. Making the loan, such as personal correspondence, in 
advising the contractor of what is going on in the agency, and things 
of that nature. 

Mr. Mansvre. You mean, giving information that would be help- 
ful to the contractor ? 

Mr. Warren. Being entertained by the contractor, and various 
things of that nature. 

Mr. Mansvure. Of course, as far as this particular case is concerned, 
I don’t know. I would say that now that phase of it will be watched 
very carefully. You are talking about a relationship between the 
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people representing the Government and the people representing the 
promotion or whatever it happens to be 

Mr. Warren. Yes. 

Mr. Mansure. Of course, we have had very little difficulty or irreg- 
ularities along that line at all. 

Mr. Warren. But there has been quite a bit in connection with the 
personal relationship between Government employees and officials of 
this company as far as this particular case is concerned. 

Mr. anaes From what I heard one of the principals was work- 
ing for the Government and left the Government and went into this 
outfit. 

Mr. Warren. That, and one employee who was called frequently 
at his home, frequently entertained by him, and things similar to that. 

I don’t mean to get into these petty things that come up, but it seems 
to be a pattern in 1 this case. 

Mr. Mansure. Of course, we would frown on that very much. We 
do have a policy, as far as GSA is concerned, on negotiations of a large 
project like any of these we are talking about where we try to estab- 
lish a friendly relationship between the people who represent the 
Government and the Done who represent private industry. But we 
certainly do not tolerate a close relationship of the kind that I have 
heard existed in this U ited States Tin Co. We think that is entirely 
irregular. 

Dr. Fiemuina. Just on the general principal that you are talking 
about there, it seems to me that we have to be very careful in Govern- 
ment to make sure of the fact that an employee who is in a position 
where he is going to make major recommendations or major decisions 
affecting the welfare of the private company or individual, what- 
ever the case may be, mae not get himself in a position where people 
could very legitimately say, “You made a favorable decision in return 
for favors that were gr unkea you in the way of entertainment or any- 
thing else.” 

I don’t think there is any doubt at all, considering all the transac 
tions that the Government is involved in, of the tremendous power 
that is inherent in the position of many Government officials, and 
because of that the Government has to be constantly on the alert to 
prevent that kind of thing from happening. 

The Vice Cuatrman. I think if ies gentlemen had a brief it might 
help you, or if you would read the minutes in this situation. It might 
add something to your agenda. We are not talking about any extreme 
irregularities, » but mi: ny ‘things that have turned up here are unusual. 

Representative Brown. Let us talk about taking lunch with you. 
You can go too far that way. If you are working on any proposition, 
when a time comes, someone in the crowd is going to ask the others out. 
That thing doesn’t register with me as being dangerous or wrong. 

Dr, Frematrne. I think there are a great many Government officials 
who are not in a judicial position but who need to keep in mind the 
kind of standard of conduct that a judge would keep in mind in con- 
nection with a case that might be coming before him. I think those 
principles are pretty well developed, and I think that is the kind of 
thing we ought to bear in mind. 

Representative Brown. Off the record. 

(Discussion off the record.) 
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Mr. Mansvre. I think we have to consider a contracting officer in 
negotiations. I think there has to be taken into consideration a repre- 
sentative of the legal department, the comptroller and the contracting 
officer, and then we get a balance between the three departments. The 
legal approach is entirely different from that of the approach of the 
negotiating or contracting officer. The comptroller’s approach, of 
course, is a check on both the operations. We feel that by making the 
three-way approach to any of these operations that we have a much 
better system of checks and balances on those negotiations than we 
do where we have just a contracting officer. 

Representative Brown. Where you have a contract, they are sup 
posed to carry out their contract. Can they vary from that contract 
without your consent ? 

Mr. Mansure. Under our rules they cannot. 

Representative Brown. Before? 

Mr. Mansvure. No. 

Representative Brown. Why are we so late in setting up these rules? 

Mr. Mansure. I wasn’t in this operation until the first of May. So 
I knew nothing about what was being done. It took me about 60 days 
to find out, and when we did we changed the ground rules. 

The Vick Cuarrman. I don’t believe there were any ground rules 
when this original loan was made back in 1951, and there couldn’t 
have been very much examination made as to the entity of the cor- 
poration, books and so on. 

The thing Mr. Brown is referring to is these minutes. When your 
own auditor goes in and says that the minute book, and copies in his 
own handwriting a resolution in 1950 of the board of directors, and 
then the minutes of the stockholders in January 1951, and then the 
corporation comes along and shows us minutes of that same meeting 
in December, and the same meeting in January, but the references to 
the contract differ completely, you have an unusual situation there. 

Mr. Mansvure. If that was a private negotiation with your bank, 
they wouldn’t go along very long with the private enterprise. 

The Vice Cuarrman. Of course they would not. That is why I 
think that at the inception the bank in 1951 could not have made very 
much of an examination. That is all over the dam. As you say, it is 
easy enough to look back on it now. We have a situation to cope with. 
Somebody the other day said you were somewhat in a quandary, that 
you had a bear by the tail and didn’t know whether to let go or not. 

Mr. Mansure. We know what to do in this case. 

The Vice Cuatrman. Let me ask you a couple of things. We 
haven’t asked you at any juncture, any member of this committee, to 
stop payment on the amounts of money, have we? Somebody in- 
ferred that to me the other day. I said that we had nothing to do with 
it, that it was your problem and you were handling it. 

Mr. Mansure. We are not making any payments. 

The Vice Cuatrman. We haven’t asked you to hold up anything? 

Mr. Mansure. Not to my knowledge. 

The Vice Cuarrman. I asked the question in case somebody would 
say that the tin company busted because the watchdog committee was 
looking into it. We have just gone into it. 

Mr. Mansvre. It is a question for us to look into, not the committee. 

Representative Brown. Who makes the determination about the 
application for the $400,000 loan ? 
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Mr. Mansure. We haven’t made the determination yet, but GSA 
will make the final determination. 

Representative Brown. The Department of the Interior ? 

Mr. Mansure. No; Interior is just on the technical inspection. We 
use their know-how from the Bureau of Mines and the Geological Sur- 
vey. They take no responsibility for it at all. They are a technical 
service. 

Representative Brown. Mr. Chairman, the question is whether or 
not you are going to give further advances. 

Mr. Mansvre. In my opinion, and this is purely a curbstone opin- 
ion, I don’t see that the Government has a chance of getting its mone y 
back with the facts that we have before us now. 

Representative Brown. We need more tin but the quantity of this 
tin doesn’t seem very valuable. 

Mr. Mansvre. There is still the feeling of the possibility that there 
may be more reserves there. I do believe that any advances that are 
made during the next year will be offset by ores that will be taken out. 
Whether another year of operation will settle once and for all whether 
it can be made a commercial operation or not, I wouldn’t be able to tell. 

Representative Brown. $400,000 wouldn’t help you very much com- 
aceeens: would it? I thought you were going to spend some money 
for exploration ? 

Mr. Mansure. The exploration would go along with the operation 
of this. 

Representative Brown. In the $400,000 ? 

Mr. Mansure. Generally. If you are going to spend money for 
exploration, you should separate the money. 

The Vick Cuarrman. They were commingling it here. Nobody 
knows which is which. 

Mr. Mansvure. That is correct. 

The Vice Cuarmman. There is a $403,000 application now pending. 
The last application last year was for over a million dollars and there 
isn’t a lot to show for that. 

Mr. Mansvure. Answering specifically how we will go about the 
decision of the $400,000 request, we will first of all consult with Ih 
terior, with the Bureau of Mines as to what they think is the feasi- 
bility of this operation from a technical standpoint. It is our re- 
sponsibi lity from the money angle. We will use their technical ex- 
perience as to whether the mining operation should continue or not. 
If their recommendation to us should be negative, then we would not 
approve a further amount of money notwithstanding what we have 
in it, because we feel unless they think there is a justification from 
the standpoint of other ores, or the possibility of ores, that you should 
put more money in just because you have this amount in there. The 
thing to do is to take your loss and cut it off. 

Representative Brown. Unless there is a prospect for better ore? 

Mr. Mansoure. That is right. 

The Vice Cuarrman. You have a question that Senator Capehart 
wanted you to ask. 

Mr. Pierce. Senator Capehart was sorry he could not be here this 
afternoon. In talking to him about this meeting it was his sugges- 
tion that the committee ask you, Dr. Flemming, and you, Mr. Man- 
sure, if you would review the testimony that has been given during 
these hearings with the thought of reporting to the committee what 
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action you plan to take to correct forthwith irregularities that are 
shown in the testimony in this specific case involving people in your 
departments. Also, what action your agencies are planning to take 
in connection with future expenditures or the administration of loans 
under the Defense Production Act, in order to avoid the repetition 
of what has developed in this case. 

Mr. Mansvre. Of course, we have our views on that already, which 
we will, of course, give to the committee. We would rather do it in 
executive session. You also know of our views to prevent this from 
reoccurring on any other operation. We have two things. First of 
all, we have this specific case, and then secondly, all the other cases 
of the Government are now or will be in the future, if there should 
be any in the future, reviewed. We feel we have a very definite con 
trol over that phase. Over this phase our thinking, of course, is very 
definite. 

Representative Brown. Off the record. 

( Discussion off the record.) 

Dr, FLemmine. Commenting on your remarks and Mr. Pierce's 
statement, we will see that a careful study is made of the record, bear- 
ing in mind future operations. We want to be as helpful to the com- 
mittee along that line as we possibly can. 

The Vice Cuatrman. We have been struggling to get the facts. We 
are not trying to put anybody in jail. We hope we haven’t insulted 
anybody, but you never can tell. 

You mentioned that when you made your decision on any other ad- 
vances you would notify the committee. I just want to make it clear 
that that would be a notification to the committee as such, but that 
you are not asking any approval from us because I don’t think that 
is any of our business. 

Mr. Mansvre. We will keep you advised on what we are doing. 

The Vice CHatrMan. It is your responsibility and we don’t want to 
be put in a position of where you are asking us to approve anything. 

Mr. Mansure. We have a great ms any questions that we would like 
to have you review because it helps our thinking. 

Mr. Prerce. Would you, Mr. Mansure, be willing to let us have the 
names of those four companies that you spoke about? Do I under- 
stand these are the only four out of all the contractors that you know 
of that have come in this category ? 

Mr. Mansure. Yes. There is one missing. Do you want to take 
those off? There should be one more on there. 

Mr. Prerce. Do you have any objection to putting them in the 
record? If you don’t mind, why don’t you just read them off and they 
will become a part of the record. 

Mr. Mansure. Midcontinent Mining Corp., an advance of $325,000; 
McArthur Mining Co., advance of $45. 000: Westmoreland Manganese, 
$2,800,000; and Appalachian Mining, $675,000. 

Mr. Prerce. For the sake of the record, will you state just briefly 
again the status of those companies and why they are in this class? 

Mr. Mansure. We feel these are the four companies that are com- 
parable to this discussion on United States Tin, which had become in- 
volved because of management problems and poor ore reserves, default 
on production, unable to meet a contractual relation with the 
Government. 
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The Vick Cuairman. You are in accord with an investigation of 
this type, are you not, and you are anxious to have it made, and I 

derstand that Interior was anxious to have it made? 

Mr. Mansure. We were hopeful that it would be made. I am re- 
ferring now to domestic operations only. Foreign, of course, is a sepa- 
rate phase entirely. 

Mr. Warren. The division of responsibility is now more clearly 
defined between the agencies than at the time this contract was entered 
nto ¢ 

Mr. Mansoure. Yes. 

Mr. Warren. In connection with the certification, as I understand 
it, Dr. Flemming, the ODM merely certifies on the basis of the in- 
formation furnished by GSA, is that correct ? 

Dr. Ftemmine. Yes, for a good many areas, GSA is what we refer 
to as a delegate agency. They make recommendations to us on the 
basis of which decisions are made. However, they are recommenda- 
tions and we must assume the full responsibility for any decisions we 
do make. If we feel we need additional information from any other 
department or agency of Government, of from the outside, we feel free 
to get it. 

Mr. Warren. Ordinarily you would not have the entire personnel 
go through the entire file ? 

Dr. Ftemmine. No, we are a small agency relying on the other 
agencies of Government. 

The Vice Cuarrman. If you want another headache, somebody 
might figure up the man-hours the Government has put in on this one 
operation. I have never seen so many papers in my life. They are all 
spread over the place. It would amount to quite a sizeable sum of 
money, I think enough to more than keep the corporation going for 
a couple of months. 

Mr. Mansvre. That is why, Mr. Chairman, I didn’t get into any 
of the previous discussion. I was not avoiding it—— 

The Vick Cuatrrman. I understand that. It is all over the dam. 
This started in 1951, as far as the first application was concerned. 

Doctor, you spoke of a Mr. Brownlee. Was he the man who was 
with the OPA ? 

Dr. Fremminea. That is right. He is a partner now in the J. H. 
Whitney Co. in New York. He has come down from time to time to 
consult with me and help me in connection with various matters. For 
example, the first job we had, as you know, was to get rid of controls. 
So I brought him down to help me handle that and | get rid of the con- 
trols. He did a very fine job. He has served on this review board 
from time to time. 

The Vice Cuatrman. I think he is a very able citizen. I have 
always liked him very much. 

We had some testimony this morning that this corporation is try- 
ing to get someone to come in and take it over or buy them out or get 
another company in. Naturally, I assume you would be interested in 
such a matter if it could eventuate. 

Mr. Mansvure. They would have to submit those proposals to us. 

Mr. Warren. Would you like to have any proposal submitted to 
you for some other operating company which might be interested ? 

Mr. Mansure. We would always welcome that. We would see 
what they would have to offer. 
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The Vice Cuairman. I will present you with one. I got it yesterday, 

Mr. Exxiorr. I might say at the time there was an interim organi- 
zation of this company a few months ago that at our request one of 
the conditions was that the stock of certain principals be escrowed, to 
put voting control in the Government, and we have been holding 
working control at the present time of the stock of the company. 

The Vice Cuarrman. So you could have gone forward on any re- 
organization plan? You would have the voting control to carry that 
into effect ? 

Mr. Pierce. Has that stock been put in escrow as of today? 

Mr. Russewx. I think substantially all has. I talked to Graff re- 
cently, and he is making a report to me. I think it is fair to say we 
have working control. 

Mr. Pierce. Would you submit to the committee that information 
so it could be made a part of the record, because that question has 
come up? (See p. 527.) 

The Vice CHairman. Another thing, I would like for the record, 
and I think it is in at some other place, as I understand it, the Gov- 
ernment has notes and mortgages on everything this company owns? 

Mr. Exziorr. We think we do. 

The Vice Cuarrman. Lock, stock and barrel ? 

Mr. Exxiorr. Yes, sir. 

The Vice Cuairman. I knew it did on concentrates. I presume 
you did on everything, but I didn’t think the word “everything” was 
used, 

Mr. Extiorr. As far as I know, that is correct. I checked with our 
regional counsel not too long ago when he was in town. 

The Vick Cuarrman. That has been brought about recently, has 
itnot? There was nothing in the inception ? 

Mr. Extiorr. Originally, you see, the Seattle Bank which made the 
V-loan, as I recall it, got a mortgage to secure its V-loan. 

The Vice CuarrMaAn. That has been subordinated since? 

Mr. Extiorr. No, I think it is a prior lien. At first, when we made 
our first advance, all we took was a commitment to make a mortgage 
after the V-loan was paid off. But subsequently, I believe it was in 
connection with the $1,300,000 advance, I would have to check the 
record to be sure, we took an actual mortgage which is subordinate 
to the Seattle Bank, but subordinate only to that. We guarantee 
that loan, so it is the same thing. 

The Vice Cuairman. Some concentrates are already on the sea, 
and the others will pay out the Seattle Bank this year, and a little 
bit more? 

Mr. Exurorr. Yes. It was August 1953 that we took the actual 
mortgage. 

Mr. Warren. Mr. Mansure, to what extent do you rely on the De- 
partment of Interior personnel on making your recommendation ? 

Mr. Mansure. To a great degree, as far as technical advice is con- 
cerned, but we assume the responsibility for making the loan. 

Mr. Warren. My attention was just called here to a sentence re- 
ferring to an individual getting together with an individual at the 
Bureau of Mines in Alaska because he would help us plenty if we 
want to get any Government financing later on. If this Department 
of Interior individual recommended this loan, then GSA would rely 


on that 
not ¢ 
Mr. 
vetting ‘ 
Lr 
Geologic 
sentativ 
dation ¢ 
was pro 
SI ppose 
Mr. V 
Mr. 
happen 
the ove 
individ 
Their Vv 
an opel 
Mr. | 
arrive § 
Mr. ! 
cleterm 
Mr. 
Interi 
Mr. 
, cons 
matte! 
Mr. 
down 
he chi 
emplo 
Mr. 
cumyve 
tion, 
as pos 
and o 
or 2% p 
one ¢ 
Gove 
Th 
your 
of vi 
coope 
matic 
M1 
Tl 
witn 
own 
then 
W 


rega 





DEFENSE PRODUCTION ACT 809 


on that recommendation in arriving at its determination, would it 
not ¢ 

Mr. Mansure. It wouldn’t work that way because there you are 
getting down to a personality. We don’t consider the personality at 
ull. The Dep: irtment of the Interior, they have representatives in the 
Geological Survey, and in the Bureau of Mines, and we have a repre- 
sentative from EPS. That is a working committee. The recommen- 
dation comes from the overall knowledge of the Department. This 
was probably what happened in this United States Tin Co. Is this 
supposed to be a recent occurrence ? 

Mr. Warren. I believe this was in 1952. 

Mr. Mansvure. That could easily happen in 1952. It could not 
happen now because it is not an individual in the Department. It is 
the overall knowledge of these two bureaus of Interior and not one 
individual making a recommendation for Interior or somebody else. 
Their work is technical advice on inspection of a mining operation or 
an operational phase of mining. 

Mr. Warren. Do your own ‘engineers review that information and 
arrive at a separate determination ? 

Mr. Mansure. Of course, we have the responsibility of making the 
determination, so we review it in GSA and EPS. 

Mr. Warren. It would be based largely on the Department of 
Interior personnel or your personnel ? 

Mr. Mansure. Technically, I would say we would be influenced to 
a considerable degree as to the quality of the ore, the reserves, and 
matters of that kind on what Interior told us. 

Mr. Warren. The $940,000 loan that was made had been turned 
down by Mr. Howard R. Young prior to the time it was made, and 
he changed his mind on the basis of information furnished by an 
employee in the Department of the Interior. 

Mr. Mansvure. That is what I understand. We are trying to cir- 
‘umvent that now and not have an individual make that recommenda- 
tion, but rather the knowledge of two divisions in Interior. As far 
as possible, we want to keep all these decisions completely impersonal 
and objective and not have the whims, hopes, and emotions of 1 person 
or 2 people enter into a decision; rather a decision of the experience of 
one department of Government assisting another department of 

Government. 

The Vick CHatrman. We want to thank both of you gentlemen for 
your cooperation. We want to thank, through you, all the members 
of your staff. They have been very helpful. They have been very 
cooperative. They have furnished our staff with all available infor- 
mation. 

Mr. Mansure. You can be assured of our cooperation at all times. 

The Vick CHarrman. I am not sure that there are 2 or 3 
witnesses that we had who were fully that way. You can make your 
own mind up from the record on that. I know what I would do with 
them. Thank you very much. 

We will place in the record your summation of the salient facts 
regarding the United States Tin Corp. 
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(The information referred to follows :) On the lo 
n concen 
SALIENT Facts REGARDING THE UNITED STATES TIN CorP. 


CONTRACT The o1 

Dated March 23, 1951—GS-—OOP (D)-520. Sew ard ] 

iate this 

FINANCING do actua 

V-Loan: or 4 ye 

Authorized May 15, 1951, for ii BL _ $874, 400 to the G 

Revised downward Nov. 8, 1951, to Sete eeet eben wuts) FE T8O reserves 

Actual bank advances ‘i Re eae ti Je 275, 619 This she 

Government liability (95 percent of total) ___ : 261, 838 should p 
Presently outstanding total : eS Aat Nee Ee __---. 155, 206 hence. 

Government share of liability (95 percent) - Ley -- 147, 446 Mr. | 

Guaranty fees paid by bank to Government_______ hid 5, 616 ee 


ynatter. 
Concentrates now on hand in steel drums at Lost River, Alaska, awaiting ship- 


ment on boat for Seattle due to load July 27, 1954, have an estimated value, after TES] 
freight, smelting, and refining charges, at Lost River, of about $190,000 or more 
than sufficient to liquidate the balance of the V-loan. 


DIRECT ADVANCES Mr. 


Mr. 


Advanced | Disbursed Mr. 


| : —vesenip testify 
Amendment No. 1, dated Nov. 28, 1951 ‘ $35, 000 | 5, 000 by 
Amendment No. 2, dated Dec. 19, 1951. ‘ . 325, 901 325, 231 Mr . 


Amendment No. 3, dated Aug. 5, 1952 nt 940, 000 Mr 
Amendment No. 4, dated May 14, 1953 1, 300, 000 | 11, 158, 500 ae 


! _ — had b 
Total Li bbs bddbaadde <beta we 2, 600, 901 2, 380, 541 . . 
from 
‘ Including request for July not yet released. what 


actiol! 
PRODUCTION (SINCE THE START OF UNDERGROUND LODE TIN MILLING) Mr 


July to December 1952—68,194 pounds of tin contained in concentrates from what 
treating 3,437 tons of ore. of 19: 
Calendar year 1953—65,402 pounds of tin contained in concentrates from treating Mr 
5,569 tons of ore. that | 
First 6 months of 1954—164,549 pounds of tin contained in concentrates from tha 
treating 11,473 tons of ore. Mr 
May and June outputs were at the rate of 460,000 pounds per year. a vel 
Water shortages for milling have been substantially overcome and it is be 
lieved that with present facilities 11 months’ operations are assured and perhaps in ev 
12 months if the weather is not unusually severe, with 1 month of partial opera- 7 
tions. It is possible that even this shortage for a month may be overcome by ple. 
underground storage of part of a month’s supply. The mill has suffered from beg 
lack of a steady source of power due to use of old, secondhand diesel engines and the $ 
this is being rectified. back 
uring the tuneup period the mill is treating lower grade ore, below the aver- ’ 
age of the reserves, and will continue to do so until the recovery of the tin in the for ' 
ore reaches about 70 percent. To do otherwise would waste tin in the tailings. min 
During June the mill had its best month and treated 2,617 tons of ore—it has Ww 
an ultimate capacity of between 3,600 and 4,000 tons per month. It treated ore at 
averaging 1.254 percent tin, whereas the average ore should exceed 1.6 percent ms 
tin. The recovery was 58.41 percent of the contained tin, whereas it should ulti- bea 
mately reach or exceed 70 percent. lace 
The facilities, granted no unusual setbacks, could produce from 600,000 to cost 
850,000 pounds of tin contained in concentrates each year. With the current it 
market price of 96-97 cents per pound for pig tin, the concentrates f. 0. b. Lost Fi 
River have a value of between 80 and 85 cents per pound of contained tin. Pe 
z 
rect 
To continue operations for another year will require approximately $510,000 was 
to $550,000 with strict economy, depending upon the tonnage mined and treated. est 


tion 


FORECAST 
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On the lower figure this would require an output of about 600,000 pounds of tin 
in concentrates to break even, and this output is within reasonable expectations. 


JUSTIFICATION 


‘he original purpose ot this activity was to ascertain whether or not the 
Seward Peninsula had commercially treatable tin ore in significant amounts. To 
late this has not been proven or disproved. The only way to ascertain this is to 
do actual work of exploration. It is believed the project can be continued for 
3 or 4 years, using existing, known ore reserves, without substantial further cost 
to the Government. During this period operations might uncover substantial 
reserves and would also lessen DMEA costs through having a going property. 
This should settle for all time the 50-year-old question, and if in the negative 
should preclude further expenditures for the same purpose in this area a decade 
hence. 

Mr. Tattx. The committee will continue with its hearings on this 
inatter. You are Mr. Lorain? 


TESTIMONY OF S. H. LORAIN, REGIONAL DIRECTOR, REGION I, 
BUREAU OF MINES—Resumed 


Mr. Lorain. Yes, sir. 

Mr. Tatite. Will you proceed ? 

Mr. Warren. Did your doctor tell you it was all right for you to 
testify ? ; 

Mr. Lorain. Yes. 

Mr. Warren. I believe we had about reached the point where you 
had been discussing the meeting of the DMA and you in Seattle, and 
from that point forward I wonder if you would just tell the committee 
what your relationship was with the United States Tin Corp., what 
action that you took with respect to different matters for them? 

Mr. Lorarn. Will you please make yourself a little clearer as to just 
what point you are speaking of? You mean, the meeting in March 
of 1951? 

Mr. Warren. Yes, sir. Do you recall anything further concerning 
that meeting and what may have been reported to you on it? 

Mr. Lorain. No, sir. I don’t remember anything more. I am not 
a very good talker, as you know. From that point on, my connec- 
tion with this thing, with the loan, was simply an effort to provide help 
in every way we could. I know you think that I could influence peo- 
ple. I don’t know whether I did or not. I have been from the very 
beginning enthusiastic about the possibility of finding tin up here in 
the Seward Peninsula. When I first went up there I went up with a 
background of 18 years, and 15 years of very successful exploration 
for strategic minerals. I found some of the most important strategic 
mineral deposits in this country. . 

When I saw that area up there, a thousand square miles approxi- 
mately, where there is every evidence of it being underlain with tin- 
bearing ores, and this one place where the ore deposit came to the sur- 
face, where we have a chance to follow down on them at a reasonable 
cost and with a reasonable mining risk, I was very enthusiastic about 
it. I still am. I have never hesitated to say so to anybody in a de- 
partment or out, I guess. Yee itt Ok 

As you know, when this application went into Washington, we had 
recommended serious consideration of a 100-ton mill, which we thought 
was the very smallest mill which could be practical for the very small- 
est operation to be practical on that ore in that location. That ap- 
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plication was, you might say, that recommendation, you might say, 
was disregarded. T hey set up something else to which I vociferously 
objected and which I stated would more like ly lead to discrediting the 
oper ation than to success. 

Mr. Warren. You refer to the 25-ton mill ? 

Mr. Lonarn. Yes, the 25-ton mill, call it what you may, it was $75,000 
for equipment which, in my opinion, was a little ridiculous. They 
went ahead with it, anyway. They told me that was the way it was 
going to be. I accepted that. ‘That was all I could do. I tried to do 
what I could to help the operators because I considered this a Govern- 
ment operation. It was Government-financed. It was put into op- 
eration to obtain tin. They told us they wanted tin for the war ef- 
fort. To me, it was a Government operation. It wasn’t a United 
States Tin Corp. operation. 

We gave every technical assistance that we could to the operators at 
any time without unduly interfering with our own operations. When 
I came to Washington I used to go to, I think on two accasions at 
least, I went to the DMPA, and I talked to the fellows. We had 
points of disagreement. I argued with them, sure. Later, when the 
DMEA came in I, as a matter of routine, went down there because in 
a sense I was working for them. I certainly have no feeling that | 
ever did anything contrary to the interests of the Government. That 
isall Tean say. 

Mr. Warren. Do you think your enthusiasm for the project may 
have influenced your judgment sometimes in deciding on Mr. Kadow 
and what he wanted to accomplish ? 

Mr. Lorarn. Well, sir, I don’t know whether I can say it did or 
didn’t. Possibly 1 or 2 times, I know at 1 time at least, when I recom- 
mended that read, I was a little bit carried away with enthusiasm, but 
[ want to point out that that road was never built from the Lost River 
Beach to Teller because the situation had changed and the boys in the 
ARC and me got together, in the Bureau of Public Roads, and de- 
cided it shouldn’t be built, and the Bureau of Public Roads sent a tele 
gram to Was ™ ngton recommending against it. 

Mr. Warren. Mr. Lorain, on the e xplorstion loan which was finally 
app? ‘oved for approximately $226,000, I believe there is some indica- 
tion that Mr. Kad yw planned to sell you on that exploration loan and 
that you were opposed to it in the beginning and later recommended 
approximately $1 million on that ? 

Mr, Lorary. No, sir. I don’t know what Mr. Kadow thought 
whiat he said except from that letter you read this morning, That was 
typical Kadow talk. Nobody had to sell me on the e xploration. I was 
very much in favor of the exploration. We were trying to explore it 
before the project was ever started. It was taken out of our hands. 
This exploration program was set up right here in Washington over 
in an office—that is our recommendation, I should say—in an office of 
the Geological Survey in which Mr. Toline was the principal partici- 
pant for the Geological Survey because he is their outstanding author- 
ity on that area. “We sat down and laid out a program which we 
thought was the minimum program which vou determine once and 
for all whether there is any tin in that area. I think that is just about 
what it would take. When we got down here to Washington, they de- 
cided that the program was too big to finance, that we had proposed 
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too big a deal to finance all in one piece. We decided to try part of it 
and see how that would work out and then take another piece. 

Mr. Warren. Why did Mr. Kadow always refer people to you when 
he wanted a favorable decision ? ‘ 

Mr. Lorarn. I suppose because he thought I was sold on the project. 

Representative Brown. Are you a mining engineer ? 

Mr. Lorain. Yes, sir. 

Representative Brown. How long have you been a mining 
engineer ¢ 

Mr. Lorarn. Well, I have been in the mining business all my life. 
[ have 34 years’ metal mining experience, 15 years of it Alaska. I 
have been very successful in strategic mineral exploration. During 
the war I found a year’s supply of tungsten for the United States 
right in the middle of the United States. I found the largest anti 
mony deposit that was found in this country. I found a cobalt de- 
posit in the United States, and about $1 million worth of high-grade 

anganese in the United States. I found a very important deposit 
of lead and zine. I think, sir, on the record that I am qualified to have 
in opinion on exploration, and you can verify that over in my office. 

The Vice CuatrMan. You are sold on the fact that there is tin up 
there, aren’t you ? 

Mr. Lorain. Absolutely. Let me qui ali fy it this ws ay: : of course, we 
know there is something. I am very much sold on the fact that there 
is very strong indications of the possibiliti ies of big tin deposits in that 
area. There is a large area. It isn’t one small deposi t. There is an 
area of about 1,000 square miles which is underlain | by a similar kind 
of rock. They come to the surface, as far as we know, only in this 
one place. This is the place to try to find out whether there may be. 
There is one factor that may be involved, it is quite a technical factor, 
which might throw my estimates out of whack. But on the basis of 
everything that we know or that anybody could know, there is cer- 
tainly every factor there which would make for an important ore de- 
posit, if there is enough work done on it. It is a complex structure; 
in order to determine whether there is really an ore deposit there will 
take some money. 

The Vice CHairman. I am curious, why haven’t any of the big min- 
ing companies ever tried out Alaska? They haven’t, have they’ 

Mr. Loratn. Not since the early 1900’s. For one thing, the big 
American mining companies are conservative, properly so, from a 
finaucial viewpoint. But any mine exploration is not ag by big com- 
panies. The exploration is done by the little fellow, by the stock 
promoter. The big companies are too smart to take this kind of risk. 
The little fellows go in and take the risk, and then the big fellow 
comes along and buys it up and operates it. 

The Vice CrHarrman. No operation has ever gone that far in 
Alaska, I suppose ? 

Mr. Lorarn. They have had some very big operations. You see, 
the Kennecott Copper made all their money there, made it out of 
Alaska. 

The Vice Cuatrman. In copper? 

Mr. Loran. Yes. It wasa very rich deposit. 

The Vice Cuarrman. Where? 

Mr. Loran. Up on the headwaters of the Copper River 
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The Vice Cuarrman. Where is that? I have been through Alaska 
a long time ago. I went up on the inside route, Ketchikan, and got 
over as far as Sitka. I went up the railroad about half way, I think. 
This is all not of that, is it? 

Mr. Lorain. Yes. It is in what I would call east central Alaska 
Do you know where Cordova is ? 

The Vick Cuarrman. Yes. 

Mr. Lorain. It is inland, northeast from Cordova. It is not far 
from the Canadian line. It is about 100 or so miles inland. This is 
very rough, perhaps 50 miles west of the Canadian-Alaskan boundary. 

The Vice Cuarrman. That is north of Juneau ? 

Mr. Loran. Yes. That mine produced a quarter of a billion dol- 
lars’ worth of copper in its life. 

The Vice Cuarrman. The gold mine at Juneau was all washed out, 
wasn’t it? 

Mr. Lorary. There were 3 mines at Juneau, 3 big mines. One of 
them caved, let in the ocean. The other 2 were combined into 1, and 
they are still sitting there but they can’t operate because of the rela- 
tion of the price of gold to the cost. 

The Vick Cuarrman. I have gotten you off base. 

Mr. Lorain. I am always glad to talk mining. 

Mr. Pierce. May I ask Mr. Lorain a question? Starting with the 
first loan of $360,000 in 1951, then the $940,000, then the $1,300,000 
of last year, adding up to $2,500,000, or in that neighborhood, can you 
tell us why it has been necessary to put that much capital equipment 
into this mine? Has it been because their initial investment wasn’t 
the right kind of equipment ? 

Mr. Lorarn. Sir, I don’t know just how the money was expended 
because I never saw any of the business connected with it. But | 
don’t think much of that was capital. I think most of it was operating 
costs, supplies. 

Mr. Prerce. A lot of it was capital. The breakdown figures show 
that many, many hundreds of thousands of dollars went into capital 
equipment. 

Mr. Loran. We estimated in the first place that it would require, 
I think, between $300,000 and $400,000 of capital equipment to put 
in an initial plant. What they have spent in the meantime, I don’t 
know. 

Mr. Pierce. Those figures don’t come to the office of the Bureau of 
Mines in Juneau ? 

Mr. Lorarn. No, none of the correspondence with regard to the pro- 
duction operation 

The Vick Cuatmrman. What supervision do you have over them 
from an operating standpoint, if any? 

Mr. Lorarn. Not any at all. 

The Vick Cuarrman. What is your function, to see that they oper- 
ate properly or they do their job or that they mine properly ? 

Mr. Lorarn. With regard to the preduction operations, we have no 
supervision whatever unless we receive a specific request from GSA 
or DMPA to go up there and do a specific job and make a specific 
report. We had one of those that I can remember. This is the pro- 
duction mine. The exploration, we have filed supervision over the 
exploration. It is our job to go up there and see that the exploration 
is being done as it is supposed to be done. 
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Representative Brown. Why didn’t they spend more money for 
exploration ¢ 

Mr. Lorarn. As I say, I recommended what I would take to do 
the complete job. The Washington office decided instead of setting 
it up all in one piece they would break it down and do part of it now 
and see how that looked, and then they would, if it looked good, they 
would do another part. 

The Vice Cuarrman. Did the corporation prefer not to have an 
exploration loan, or were they thinking that they could get into com- 
mercial production more rapidly the other way ? 

Mr. Lorarn. I think there is probably some confusion there. As I 
tried to make clear the other day, when this production loan started 
there were no exploration loans available. The work came out to us, 
all we knew about it was they wanted tin production. They were 
subsidizing mines to get into production all over the world, you might 
say. Well, as far as we are concerned, they wanted some tin. Well, 
here, if they wanted tin, and they wanted to pay for it, was the one 
place in North America that we know where they could go and get it. 
Of course, the company naturally took advantage of that situation, 
like any other company would. 

The Vice Cuarrman. These exploration loans that they are making 
now, it is a loan, is it not? The reason I asked that, sir, is that some- 
body said here the other day they wanted to get an exploration loan 
because you don’t have to pay that back. 

Mr. Lorain. That is correct. They call them contracts. The excep- 
tion of it is that the United States wants to know where strategic min- 
erals are. So they give a contract to a company to explore on their 
grounds, and in view of the fact that they will receive a certain bene- 
fit from it, they are supposed to contribute a certain amount to that. 
Then if they produce within a period of 10 years enough to pay out 
the loan from royalties, I think 5 percent is the figure, if they produce 
enough to pay out that royalty, the Government gets its money back. 
If they don’t produce, then the loan is canceled. 

Mr. Pierce. Mr. Chairman, that production has to come from a new 
explored ore. For instance, in the United States Tin the $226,000 
exploration loan has to be paid back by the United States Tin only 
from the new ore that was discovered upon spending the $226,000. 

The Vice Cuatrman. Did they find new ore under that explora- 
tion loan? 

Mr. Loratn. They have found some, not a great deal. But as I 
pointed out to them when they started this program, I remember writ- 
ing Mr. Mittendorf, I believe, that I hoped very much that you will 
not judge the total merit of this area on the results of this program 
because it is so limited that we can’t expect too much from this par- 
ticular program. We have some very valuable information from it, 
I would say. But we didn’t find very much ore that you could call ore. 
Some, yes. 

The Vice CuarrMan. It is a God-forsaken place, I would think. 

Mr. Lorain. It sure is. 

Mr. Pierce. What would have been the advantage of having a pro- 
ject in the amount of $969,000 which you recommended as against 
the $226,000? Would that have meant they might have found four 
times as much ore as they didn’t find ? 
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Mr. Loratn. No, sir. As I tried to explain, as mining areas go, it i 
what they call a structure. “Structure” is a loose term which means 
the rock that might contain ore, which is properly prepared to contain 
ore. This is a very large struc ture. I figure it is going to take about 
that $900,000 to properly explore this structure. ‘But it can be done 
piecemeal or we can set it up in the beginning and go right through 
with it. The people here in Washington decided it would be done 
piecemeal and then they would make up their mind whether we would 
do the next part. The fellows down here don’t know this country 
like Ido. Naturally they have their own ideas. They don’t take my 
idea for it. ; 

Mr. Pierce. As long as they are only going to spend $226,000 in an 
area which you felt would require $969,000, isn’t it natural that th ey 
would have picked what appeared to be the most productive area in 
which to prove up the ore bodies, and didn’t they do that ? 

Mr. Lorain. They picked the area which geologically seemed to be 
the place that we ought to get into first. You have to take those things 
1 by 1. This was the area which was most accessible to the mine work 
ings, and also which we knew to contain ore structures, which had 
already received quite a little exploration. 

The Vice Cuarrman. Nobody testified at any time along the line 
of what we have found out in the last couple of days, that they we “ 
going to proceed in installments. I thought when we started this 
think my friends here will agree with me, that it was the idea, he 
thought was that the $275,000 was going to do the whole job. But 
epeeteas they knew it was going to do only a part of it, and then 
they came back for the next inst allment. 

Mr. Prerce. On the $375,000, even Fischnaller and you all felt that 
would put them into a commercial operation with the exception pos 
sibly that working capital could carry them through their purchase 
of supplies in the summer to take them through the following winter. 
They did feel that would do the job and put them in commercial pro 
duction. You thought so, too, because you only asked for the sum of 
$260,000 more. 

Mr. Lorarn. You mean, on our first application ? 

Mr. Prerce. Yes. 

Mr. Lorarn. I don’t believe we said we thought that would put them 
into commercial production. On our report we said it would take so 
much capital, that it would take so much to operate them for 9 months. 
I was preparing that report for engineers who certainly would know 
what you can do in 9 months, and you certainly would know that a 
mine doesn’t pay itself off in 9 months, that you have to keep on go 
ing. We were asked only to report on the technical feasibility of this 
thing. We gave them the basic figures on which anybody could go 
ahead and figure out, at least, make an intelligent estimate of what it 
was going to cost. It was a matter of policy then whether they should 
go ahead with it or whether they shouldn’t. When they decided to go 
ahead, I thought, all right they wanted ore. 

Mr. Warren. I believe in the or iginal application that Mr. Fisch- 
naller stated that you were in substantial agreement with what was 
set forth in the application. Did you review that application or was 
that just his statement ? 
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Mr. Lorain. I can’t be sure. Mr. Herdlick and I went down to 
Seattle and we discussed this thing in somewhat general terms with 
Mr. Fischnaller aud with an engineer whom he had there. 

Mr. Pierce. Was this before he filed the application ? 

Mr. Lorarn. This was in November 1950, if 1 remember correctly. 
We discussed this application with him. We agreed that a 100-ton 
operation would be about the proper size to start on, and it seemed 
that was what they wanted. We went over, I don’t remember what 
details we went over, just how much detail we went into. I don’t re 
member going into any particular detail because I think we were there 
only a day, and half of that time was chatter, as those things always 
are. So to that extent we agreed that a 100-ton operation was the 
proper size. 

Mr. Warren. Did Mr. Fischnaller ever tell you at that time or 
before that there was an outstanding contract to build a 100-ton mill 
with the owners of the property ¢ 

Mr. Pierce. Did you know that before this time? 

Mr. Lorarn. Before now? 

Mr. Prerce. Yes. 

Mr. Lorarn. It seems to me I have heard some talk about it during 
these hearings. 

Mr. Pierce. Is that the first you knew there was an existing con- 
tract, when he signed this contract with the Government. 

Mr. Lorarn. Yes. 

Mr. Warren. Mr. Lorain, in connection with surplus property, I 
refer to a letter dated April 13, 1951, in which Mr. Kadow wrote to 
the United States Tin Corp. and said: 

Wade, Lorain and I will follow-up and get everything we can tied up. 

Did you help the United States Tin Corp. get surplus property? 

Mr. Lorain. Well, sir, there was a lot of stuff out there on Point 
Spencer which was going to waste. The Eskimos were carrying it 
away. 

Mr. Warren. Under whose jurisdiction was that? Who owned 
that property ? 

Mr. Lorarn. The timber was the only part in which were were i1 
terested. We needed the timber for our own project. That was the 
only part in which we were interested, and as far as I know, the onl; 
part in which— 

Mr. Warren. You mean, the Bureau of Mines? 

Mr. Lorarn. That is right. The only part of it in which we had 
anything to do was with this timber. We could get timber out there 
for mi rybe $14 a thousand where it would cost $150 a thousand to send 
it up from the States. Mind you, this stuff was just laying out there 
going to waste. The natives were carrying it away for firew ood and 
everything else. So I worked with the Als iska Road Commission, got 
them to let us take such timber as they didn’t need. They went out 
and ducided what timber they needed for their purposes. 

Mr. Warren. Was some of that used by the Bureau of Mines and 
some lyy the United States Tin Corp. ? 

Mr. Lorarn. I think the United States Tin Corp. used some, but 
what hey used was supposed to be repay: able. You see, at that time 
we expected to continue our project on down at the bottom level. They 
were pretty short of timber. 
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Mr. Warren. Did they ever return it? 

Mr. Lorarn. We never had a chance to use it. 

Mr. Warren. The United States Tin Corp. didn’t have a chance 
to use it? 

Mr. Lorain. We, the Bureau of Mines, didn’t have a chance to 
use it. 

Mr. Warren. Did the United States Tin Corp. use some of the 
Bureau of Mines’ timber ? 

Mr. Lorarn. I suppose they did. 

Mr. Prerce. In a job of the Bureau of Mines like that, is it custom 
ary that timber becomes the property of the mine when it is used by 
the Bureau of Mines in that type of project ? 

Mr. Lorarn. No, sir, but after you get it there, out in a place like 
that. I don’t know just what you are going to do with it. We expected 
to use it, fully expected to use it. We still might use it if we get a 
chance to go back in there. Once it is there it is pretty hard—it costs 
more than it is worth to pack it away. 

Mr. Warren. Mr. Lorain, in a letter dated May 14, 1951, to Mr. 
Tom Lyon, DMA, which you wrote, you stated that the United States 
Tin Corp. had consulted with you with regard to every move that 
had been made. 

Mr. Lorain. That was quite early in the game, when they were 
starting to hire their superintendents and when they were deciding 
on their equipment, and so forth. I am afraid that was an overstate- 
ment, but they did come in very frequently and discussed their prob- 
lems with us, and we certainly tried to help them get a superintendent. 

Mr. Warren. Who was that, Mr. Kadow ? 

Mr. Lorarn. No, Mr. Sorensen. 

Mr. Warren. You also saw Mr. Kadow quite a bit at that time? 

Mr. Lorarn. Yes. 

Mr. Warren. Prior to May 14, 1951, did you not ? 

Mr. Lorarn. Yes. 

Mr. Warren. Did you state what was the earliest time that you 
knew that the used equipment was going into the mine or had been 
bought ? 

Mr. Lorarn. I suppose it was along about that time. 

Mr. Warren. Do you remember whether Mr. Kadow discussed that 
with you? 

Mr. Lorarn. I suppose that he did. I really couldn’t say. First, 
let me explain that this job is only—so far as my work is concerned, 
this turned out to be more—it really to me was one out of many. I 
don’t remember every conversation I had with everybody who came 
in nor do I remember everything I discussed with Mr. Kadow. All 
I know is that he used to call me up quite frequently and he used to 
come in quite frequently. We talk about what he was doing and 
what he planned to do. When that conversation was over I wiped it 
out of my mind and went on to something else. I couldn’t say now 
what was said. 

Mr. Warren. You don’t know what would have been the earliest 
date you knew that the used equipment was going in or had been 
bought ? 

Mr. Lorarn. No. It would be fixed approximately by that letter 
to Mr. Lyon. It was somewhere in that area. 

Mr. Warren. Did you notify anybody with regard to that? 
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Mr. Lorain. No, sir, because it never occurred to me. It didn’t 
make a damn bit of difference. Every mine buys used equipment if 
they can get it. Secondhand mining machinery is used by everybody. 
If you can get a good piece of used, secondhand mining equipment, 
vou buy it. It just never occurred to me that. there would be any 
question whether it was new or secondhand. 

Mr. Warren. Did the equipment that they installed conform to 
the equipment that was set forth by Mr. Charles W. Merrill as the 
equipment to be installed. 

Mr. Lorain. Essentially I figured that it agreed with what was 
in that little deal that was passed around down at that meeting, which 

understand is in the contract. I don’t remember that I knew at 
that time what was in the contract. 

Mr. Warren. The equipment was set forth in the application and 
later referred to in the report of the Nonferrous Metals Committee on 
February 26, 1951, as 1-ton-an-hour equipment. Do you feel that the 
equipment that was installed was 1-ton-an-hour equipment ? 

Mr. Loratn. I am sorry that I don’t know that. I hadn’t thought 
ibout it in that respect. As I tried to explain, a 1-ton-an-hour mull, 

)-ton-an-hour, or whatever ton-an-hour mill you have, you may use 
the same equipment in any one of those mills, I mean, individual 
pieces might go into one mill or another mill, depending on how many 
of them you have and how they are arranged. 

Mr. Warren. That being true, I wonder why Mr. Merrill, Mr. 
Fischnaller and Mr. Kadow and various individuals held so many 
conferences here in Washington arguing about whether they would 
install 1-ton-an-hour equipment or 100-ton-a-day equipment? 

Mr. Lorarn. I am not sure—of course, I don’t know what the con- 
versations were.° You might talk about equipment and mill inter- 
changeably. You talk about a 100-ton mill or a 24-ton mill. That is 
one thing. When you talk about 24-ton equipment and 100-ton equip- 
ment that is another thing. There might be no difference in the 
crusher that you put in one mill or the other. There might be a dif- 
ference in the ball mill if you bought it new, where you could use 
various sizes of ball mill. The tables would be the same size, if you 
used only one, as they had— 

Mr. Warren. You later referred to 1,000-ton mills and 1,500-ton 
mills. There must be some distinction between the size of mills. 

Mr. Loratn, There is a distinction between the sizes of mills. You 
were talking about equipment, the size of equipment and the size of 
the mill. They are just two different things. I had gotten the im- 
pression here that they were going to try to expand the tin produ 
tion up there as fast as they could. I was probably overoptimistic 
at that time. I thought that was what they were shooting for. 

You are referring to my letter recommending the road, I assume. 
But I later found out that we didn’t need the road. 

Mr. Warren. Do you feel all right, Mr. Lorain? 

Mr. Loran. I feel fine. 

Mr. Warren. Mr. Kadow wrote in his July 19, 1951, report that he 
expected real difficulty in selling you and Herdlick on his exploration 
program. What program did you recommend and what sold you on 
that program ? 
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Mr. Lorain. Well, I thought I explained that a little while ago. 
I have been strongly in favor of exploration of that area ever since 
I have been in Alaska. 

The Vice CHamman. I have to go up on the rolleall. 

(A short recess was taken. ) 

Mr. Warren. Mr. Lorain, would you state in connection with the 
instructions which you gave Mrs. Kadow about a sealed bid on getting 
around that bid 

Mr. Lorain. There wasn’t anything about getting around it. 

Mr. Warren. What were the instructions that you gave her? 

Mr. Lorain. Well, we had essentially negotiated to bid with them 
already, that is, we had told them what we would pay. We had to 
send our bids but we were normally certain nobody could undercut 
that bid. It so happened that when that bid, when the time came for 
that bid to be submitted, Mr. Kadow was out of town, and Mrs. Kadow 
didn’t know how to fill out the forms and she called over and asked me 
it I would show her how to fill them out. Perhaps it was a little bit ir 
regular, but there was nothing wrong with it. 

Mr. Warren. Mr. Bellino, did you have something on the sealed 
bid? 

Mr. Beiurno. I didn’t get Mr. Lorain’s answer on that. 

Mr. Loratn. I said that we had more or less negotiated this bid be- 
cause we knew that there was no chance for anybody to underbid 
United States Tin and we knew what we were going to pay. We had, 
however, to advertise the bid and give other people a chance to bid. 
When the time for opening the bid came up, Mr. Kadow was out of 
town—time for submitting the bid, I should say—Mr. Kadow was out 
of tewn and Mrs. Kadow called me up and asked if I would help her to 
fill out the forms, show her how to fill out the forms. That is all there 
is to it. 

Mr. Betrtrno. You admit that you sent a letter to Mrs. Kadow and 
instructed her exactly how to fill out the form, and to have a copy 
signed and submit it in a sealed bid ? 

Mr. Lorain. I don’t remember exactly what I said. If it is in the 
letter, whatever it is in the letter, I said it. 

Mr. Warren. Mr. Lorain, a letter dated November 18, 1951, on the 
stationery of the National Hotel, Washington, D. C., from Mr. Kadow 
to Harry states as follows: 

No one is arguing about the $968,000 exploration program so far as the 
amount is concerned. So Mickey and I have devised a little strategy. We argued 
like hell at everything but always give in to them. If they knock off 2,000 or 
3,000 feet of drilling at one point, we add it on at another. So far we still have 
9,000 feet of drifting and 37,000 feet of drilling. I will probably have to rewrite 
the entire deal. When I do it will go through like a breeze. Mickey, as usual, 
has been of great help to us. 

Would you comment on that? 

Mr. Loratn. All I can say about that is that is Mr. Kadow’s talk. 
I don’t remember any such arrangement as that. In fact, the explora- 
tion program that we recommended, as I have told you before, was 
set up right over here in the office of the Geological Survey. It was 
agreed upon. I don’t remember changing it. It was agreed upon by 
the principal authority in the Geological Survey in that area and my- 
self as to what it would take, and we submitted it to the DMPA in the 
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form, submitted our recommendations as we wrote it up, and it was 
ened by the Geological Survey and the Bureau of Mines. 

Mr. Warren. What kind of a fellow is Mr. Kadow to make all of 

e statements, this cooperation that you have given him, which 

makes it appear that the two of you were working right together on 


il 


us? 

Mr. Lorarn. a sir, you have heard Mr. Kadow testify. You 
snow how he write I can’t tell you. I can’t answer that question. 
\ll 1 know is that certainly there was no collusion on this exploration 


program. What I recommended I believed in very sincerely. I be 
lieve in it today. I have no apologies for what I recommended. 

Mr. Warren. You think this mine might have succeeded better if 
it had had someone else at its head rather than Mr. Kadow ? 

Mr. Lorary. Sir, I think that under the circumstances under which 
t was set up, the setup they gave them, it would have fallen flat on 
ts face a long time ago 1f it hadn’t been for Mr. Kadow. 

The Vice CuatrmMan. The mine would have fallen flat on its face? 

Mr. Lorarn. The project. 

The Vice CHarrman. He isa hard worker, isn’t he? 

Mr. Loran. There is no question about it. 

The Vice CHarrman. And he apparently has quite a little enthu- 
slasm. 

Mr. Pierce. Why do you say it would have fallen on its face? 

Mr. Lorain. Nobody else would have had the energy and drive to 
have pushed it the way he did, nobody that I know of, anyway. 

Mr. Warren. What could he do? ‘He was 1,000 miles away from 
the mill. 

Mr. Lorarn. He supported the thing here in Washington. He 
kept the things moving up to the mine. He pushed the superintend- 
ent when he was discouraged. He simply took him by the scuff of the 
neck and made him do things. It takes that kind of energy to do a 
job in that company. 

Mr. Warren. And someone else may not have been able to get the 
loans that Mr. Kadow got here; is that what you referred to? 

Mr. Loratn. That is very likely it. 

Mr. Warren. Mr. Bellino, will you read what you have? 

Mr. Beturno. This is a letter dated October 12, 1951, from Mr. 
Lorain to Mrs. Dallas Kadow re the shaft sinking contract at Lost 
River Mine. It says: 

Please fill out bids as follows. 

You note that it does not say according to your telephone call. 


Please fill out your bid as follows: Item. Guaranteed mine. 100 feet, $100 
a foot. $10,000. Additional 100 feet, and so forth, $100 a foot. $10,000. Item 
2. $26. Feet blank. At least three copies of bid should be signed, but if you 
will send one signed copy and the others unsigned, we will obtain Ken’s signa- 
ture when he returns. Please send in sealed marked envelope as before. 

Mr. Loratn. All I can say is that that contract had been discussed 
very thoroughly between Mr. Herdlick and the mine superintendent, 
to arrive at what was a very low price, which we knew that they 
could do and we couldn’t do. We knew that nobody else could do it 
as cheaply. 

Mr. Bexizno. Will you explain why it became necessary for you to 
enter into a contract with the United States Tin Corp. to do this 
work ? 
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Mr. Lorarn. We needed to get down the shaft to do the job that 
we were sent up to do. 

Mr. Beutiino. Mr. Lorain, was there not some congressional limita 
tion on your personnel requirements ¢ 

Mr. Lorain. We thought there was at that time. Mr. Herdlick 
thought there was a limitation on personnel, but I believe it turned 
out to be a misunderstanding on our part and applied to permanent 
personnel rather than temporary personnel. For that reason, they 
had to be done on the property. 

Let me make this clear, that if we hadn’t done—we had spent a lot 
of money getting our men and equipment up there, and getting ready 
to do this job. Now, here we were in the middle of winter. We were 
going to pull everything out and lose the cost of transportation and 
everything else when the job needed to be done just because of a tech- 
nicality, which was certainly a technicality. 

Mr. Betiino. Your function was to explore, was it not ? 

Mr. Loratn. Yes, sir. 

Mr. Betirno. Under this contract, was that confined to exploration ? 

Mr. Lorain. That was confined to shaft sinking, in order to get at 
the area which we were to explore. 

Mr. Betirno. As a matter of fact, wasn’t there a serious question as 
to whether the work going on was exploration or development ? 

Mr. Lorarn. It didn’t make any difference what you called it. No; 
there wasn’t any question. 

Mr. Beturno. Your files definitely show that. 

Mr. Lorarn. Show what? 

Mr. Betirno. That there was serious question as to whether the 
work being done by the Bureau of Mines had entered into a stage of 
exploration or whether now you were developing and actually help- 
ing the company. 

Mr. Lorarn. No, sir, I don’t see where you get that—where you 
can drive that conclusion. Our entire object was to get down there 
and get into a granite cupola and try to find out as much as we could 
about it. 

Let me say this. The company did need water at that time, and the 
water was supposed to be at the bottom of the shaft. So that by get 
ting down there and getting that shaft sunk, we would perform two 
functions. We would help them get water, if it was there, but we 
would also be getting into our own area that we proposed to explore. 

Mr. Warren. Mr. Lorain, on April 26, 1952, Mr. Kadow wired 
Capt. H. C. Maull that you would be in Washington the next week 
and stated further: 


I am sure you could obtain an accurate up-to-date picture from Mr. Lorain. 


Did you see Mr. Maull in Washington on or about that time ? 

Mr. Lorarn. What date was that? 

Mr. Warren. April 26, 1952. 

Mr. Loratn. I was back in Washington at about that time. I be- 
lieve that was the time when somebody over in GSA, I can’t say 
whether it was Mr. Maull, called me and asked me to come over and 
talk to him about United States Tin, which I did. 

He asked me, all he asked me, as far as I can remember, was this, 
is there any chance of getting tin up there at Lost River. I said, “Yes, 
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there is.” He said, “That is all I want to know.” That is simply a 
broad statement, as nearly as I can remember. 

Mr. Warren. Was that at the time you talked with Mr. Maull and 
also Mr. Howard I. Young? 

Mr. Lorain. When I got through talking to Captain Maull, Cap- 
tain Maull asked me if I would go up and see Mr. Young. 

Mr. Warren. Captain Maull called Mr. Young and I believe asked 
him if he wanted to talk to you? 

Mr. Lorarn. I don’t know just what he said. He called and he said 
he would make an appointment. I remember I was reluctant to go up 
but I did. I went up and talked to M+. Young for possibly 10 or 15 
minutes. I told him about what the or reserves were there, at least he 
asked me about the ore reserves. I will put it that way. I told him I 
didn’t have the facts and figures with me but I would write them later. 
I told him I was very optimistic about the possibilities of the Seward 
Peninsula tin in general. As far as I remember, that is all we talked 
about. 

Mr. Warren. Prior to the time that you went to Mr. Maull’s office, 
you state that Mr. Maull called the Department of Interior and asked 
you to come over there ? 

Mr. Lorain. I don’t say Mr. Maull. I don’t remember whether it 
was Captain Maull or Mr. Nicoll or somebody like that. I don’t re 
member. I remember I had a call. 

Mr. Warren. Immediately prior to your conversation with Mr. 
Young, Mr. Young had turned down any further advances to the 
United States Tin Corp., is that correct ? 

Mr. Lorain. I don’t know, sir. I haven’t the faintest idea. 

Mr. Warren. He had recommended that there be no further ad 
vances, is that right ? 

Mr. Lorain. I don’t know. I certainly didn’t know it at the time. 
If that is correct, this is the first time during these hearings I was 
aware of it. 

Mr. Warren. There is a letter that has gone into the record where 
Mr. Young had recommended that no further advances be made prior 
to the time that you contacted him. 

Mr. Lorarn. There may be. Iam sorry. I certainly didn’t try t 
influence him with regard to any specific loan. All I was trying to tell 
him was that there was ore, that I thought there was a chance to get 
ore on the Seward Peninsula. 

Mr. Warren. This project would apparently have been stopped at 
that time had Mr. Young not relied on your recommendation ¢ 

Mr. Loratn. I think Mr. Kadow testified this morning that he had 
to do a great deal more talking to get Mr. Young to agree. 

Mr. Warren. Who was that? 

Mr. Lorarn. I think Mr. Kadow testified this morning that he had 
to do a great deal more talking to get Mr. Young to agree. Certainly 
I don’t know why he would make that decision on any statement that 
I made up there to him, except the fact that there was ore up there. 

Mr. Warren. Here is a letter dated May 6. There is no year on it. 
It isto Jay and Henry. Mr. Kadow says as follows: 

Got some dandy licks in last week where they counted most. Lorain is sure 
our pal. He did most of it. 


Do you know what he would have been referring to there ¢ 
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Mr. Loratn. No, sir; I don’t. I am sorry; I don’t. I can tell you 
this, that I never went to anybody in GSA or DMPA and tried to in- 
fluence them with respect to any particular loan. I have been selling 
the Seward Peninsula tin around Washington as much as I ean, 
ihere are only one or two people in the world, you might say, who 
really know anything about that stuff up there, and I am one of them, 
I am an enthusiastic supporter of it. I have never hesitated to tell 
anybody down here what I thought about it. But as far as going in 
and trying to influence Mr. Young or anybody over in DMPA with 
regard to any specific loan, I absolutely never have done so. 

Mr. Warren. I previously referred to the November 18, 1950, appli- 
cation which Mr. Fischnaller filed, and I quote: 

We have been assisted by Mr. Lorain and Mr. Hardlick at the Juneau office in 
the preparation of this report and letter and assure you they concur with us. 

There was the language I referred to previously. Did you concur 

with them in the filing of that application ? 
_ Mr. Lorarn. As I tried to explain before, we were requested to go 
down there and help them prepare their application. We went down 
and discussed it with them. I think we agreed with them that a 100- 
ton operation would be the proper size, and so far as I remember that 
is essentially all that we did. 

Mr. Warren. Did you examine the form which he sent to Mr. James 
Boyd in the form of a letter dated November 18, 1950? 

Mr. Lorarn. The letter was sent to us after we were asked to make 
a report on the property, while we were in the process of the report. 

Representative Brown. It appears that the witness believed in that 
project down there. It seemed he did everything he could to see it 
develop and did everything he could to get the money for it. What 
bearing does that have on the case ? 

Mr. Warren. I was interested jn knowing whether he did actually 
concur with the application that was filed 

Representative Brown. Evidently he did. He bragged that there 
was plenty of tin there and wanted to see it developed. 

Mr. Warren. One of the things which Mr. Fischnaller sets forth in 
his application is that they had sold grade A tin at 7 cents a pound 
above the market price. We have been unable to find that they have 
ever sold grade A tin at 7 cents a pound above market price. I was 
interested in knowing whether Mr. Lorain concurred with those state- 
ments. 

Representative Brown. Ask him that question. 

Mr. Loran. We were not asked to report on any of the legal aspects 
of the application. Our instructions, and I think I have a copy of 
them here if you would like to see them, but I think you have them 
already. This is a letter under date of December 13, 1950, signed by 
Mr. Charles W. Merrill for the Nonferrous Metals Committee to the 
executive officer of the field team, region I: 

The United States Tin Corp. application as presented by H. R. Fischnaller, 
president, has been reviewed by the Nonferrous Metals Commodity Committee 
and is referred to the field for investigation and recommendations with the fol- 
lowing points given due consideration. The property which he proposes to 
develop has been the subject of investigation by the Bureau of Mines and Geo- 
logical Survey in the past. The application as submitted is obviously deficient 
in many important ways, but data acquired by the Bureau and Survey should 


make up for many of the deficiencies in the application. Nevertheless, we need 
clearer information on what Fischnaller has and what he proposes to do. Evi- 
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nce indicates that he may very well have the ore that he claims and that the 
proposition is worth considerable study, particularly as there may be much 
irger tonnages than he claims that contain a lower grade of ore, 1 percent tin 
yr more. 


The Bureau should review mining and milling feasibility and check mining 
and milling cost. The Bureau presumably also has reserve estimates which 
should be checked against Fischnaller’s figures and the Survey, and should make 

estimate of the reserves of the application for the purchase contract and cer- 

ficate may be warranted. Fischnaller should be evaluated as an operator. 

We complied with that letter to the very best of our ability. 

Mr. Warren. Prior to that time, Mr. Lorain, I show you the first 

pplication that was filed by Mr. Fischnaller and refer to the last 

aragraph on page 2, and ask you whether or not Mr. Fischnaller 
made that statement and whether you did actually concur with the 
statement ¢ 

Mr. Loratn. We concurred with him to the extent of a 100-ton mill. 
We didn’t concur in every detail, as far as I can remember. I don’t 
remember that we went into every detail. 

Mr. Prerce. Did you see that letter after it was written, before it was 
mailed? That is the letter of application ? 

Mr. Loratn. I am quite sure we didn’t, because somewhere here we 
have a letter in which we asked Mr. Fischnaller to send us a copy of 
iis letter of application while we were preparing the report. 

Mr. Warren. Then that statement was not true, that you and Mr. 
Herdlick had approved this application or concurred with it? 

Mr. Loratn. As I say, that depends on how you 

Mr. Warren. You might concur with certain parts of it, but you 
iacl not concurred as to the total application ¢ 

Mr. Lorarn. We hadn't concurred in every detail. 

Mr. Warren. You had not seen a copy of it to examine it to see 
whether you did concur? 

Mr. Lorain. I ath quite sure we hadn’t before he sent it because we 
wrote and asked him for it. 

Mr. Betirno. Mr. Lorain, you just mentioned a little while back 
about a 10 percent reduction. You thought that was the case but it 
turned out not to be so. I want to read in that regard an extract of 
a letter dated November 29, 1950, from Mr. Herdlick to Mr. Mulligan 
at the mine: 


Because of the 10 percent reduction in the amount of money that can be spent 
oh wages and salary, and other personnel restrictions, we will have to contract 
most of our work from now on in order to keep within the congressional limita- 
tion and still keep our project active. We have worked out an arrangement with 
the United States Tin Corp. whereby they technically contract to sink the shaft 
but practically the work will continue to be by your crew under your direction. 

To conform with regulations we had to call for bids on the work, a copy of 
which is enclosed. The bid specifications were pulled out of my hat and do not 
mean much. You are to continue to use your own good judgment. 

Is that the same bid that we discussed a while ago where you sent 
the letter to Mrs. Kadow and instructed her how to fill in the bid 
form and sign it and send it in a sealed envelope ? 

Mr. Loran. That is right. 

Mr. Bettino. You also s say that as part of your function you did not 
help in the development of that mine, that you were supposed to be 
exploring, is that right? 

Mr. Lorarn. I didn’t say that any part of our exploring would not 
help the mine. TI said that our job was to explore, and we had to do 

51710—54 53 
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something to get down where the ore was expected to be or the ore 
structures were expected to be. Let us put it that way. 

Mr. Bexuino. Mr. Lorain, will you explain why your own office 
states that the ultimate object of the project is to promote tin-tungsten 
production from the district and attaining that object will require 
considerable amount of cooperation with the company ? 

Then again on January 7, 1952, to Mr. Herdlick : 

Our principal purpose in undertaking the shaft work in the first place was to 
help the company get water and into production by February 1, 1952, which was 
the absolute deadline under the old financial arrangement. 

I believe that is pretty clear. 

Mr. Lorain. It is pretty clear unless you read the rest of Mr. Herd- 
lick’s correspondence, and then you will find that Mr. Herdlick was 
very fundamentally interested in getting our job done and getting 
down there. Why he put that particular sentence in there, I will 
never know, and I don’t think he knows. He might have been think- 
ing about a time element there when he said that. I suspect that the 
only explanation I can give for it is that he was thinking about a time 
element. If we were going to do our job, we had to get down the 
shaft. In getting down the shaft, if we found water for the company, 
that was just that much more for the favor of the Government interest. 
Certainly we.can’t be blamed for trying to get water in time to get the 
mill operating. 

Mr. Bexiirno. The thing is that the Bureau of Mines, just as was 
stated in one of these circulars put out by the General Refining & 
Chemical Co. states : 


a 


The Bureau of Mines is associate management of the United States Tin Corp. 


Mr. Lorarn. I can’t be responsible for what somebody else said. 

Mr. Beriino. But the way you acted and the way you operated 
supports the fact that you were. Do you know Sam Burnsted of the 
Alaska Wrangle Mills? 

Mr. Lorarn. Never heard of him. 

Mr. Betirno. You have never heard of him ? 

Mr. Loratn. No, sir. 

Mr. Bevirno. Did you ever furnish any tips on minerals becoming 
hot to Mr. Kadow? 

Mr. Lorary. On minerals becoming hot? I don’t know what you 
mean. I never have furnished any tips. I woudn’t be in a position to 
furnish any tips. 

Mr. Betirno. Let me read you a letter from Mr. Kadow: 

I think I have just stumbled onto a very good small deal. I learned a few 
weeks ago from Mr. Lorain that mercury is almost as hot as tin and gettiny hot 
ter all the time. The United States Government is very interested to get some 
more internal production and will give some very good production contracts. 

Do you deny that you tipped Mr. Kadow accordingly ? 

Mr. Loratn. Whosaid that? Who wrote that letter? 

Mr. Betiino. Mr. Kadow, in his own handwriting. 

Mr. Lorarn. Well, the matter of whether a particular strategic ma- 
terial is hot at any particular time is certainly no secret. 

Mr. Betirno. Will you answer the question? Do you deny that 
you gave this information to Mr. Kadow ? 

Mr. Lorarn. I wouldn’t have the faintest recollection whether I 
ever mentioned mercury to him or not. 
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Mr. Betutno. Have you ever visited any other mines with Mr. 
Kadow in connection with private ventures that he or friends of his 
might be interested in ? 

Mr. Lorain. No, sir. I can tell you one time. I had been to Lost 
River. I was coming back to Juneau and Mr. Kadow was coming back 
in the same plane. I went up to look at a property which expected 
to apply fora DMEA loan. Mr. Kadow went up—— 

Mr. Betxino. What property ? 

Mr. Lorain. That was the Percy Mountain Mining Co. 

Mr. Betzx1no. Who sent you? 

Mr. Lorain. Nobody sent me. I sent myself. I am in charge of 
our work up there. On trips of that kind I go where I please so long 
as it ison Government business. 

Mr. Betxtino. Did Mr. Kadow discuss with you the possibility of 
looking at Poor Man’s Mine? 

Mr. Loran. It seems to me that at one time he had some kind of 
interest in the Poor Man’s Mine. 

Mr. Betxino. Did you visit that mine? 

Mr. Lorarn. Yes, I visited the mine. I visited it several times. 

Mr. Betirno. Will you give us the details and circumstances under 
which you visited that mine ? 

Mr. Loratn. Well, I have been out several times in that area. I 
do remember one time Mr. Kadow went out with me. I think the 
Territorial commissioner of roads went out. I must say I have for- 
gotten what the reason for the visit was at this time. I don’t re- 
member. I would have to refresh my memory on that. 

Mr. Bretiino. Mr. Kadow you say did have an interest or does 
have an interest in that mine? 

Mr. Lorain. I don’t think he does. 

Mr. Betiino. He did have ¢ 

Mr. Lorain. It is possible. I don’t remember. It is pretty vague 
to me. 

Mr. Betiino. You are not certain on those points. Your memory 
is vague when it comes to those particular points? 

Mr. Loratn. To those ogg points, it really is. I remember 
going out to the mine with Mr. Kadow and Mr.—well he was the 
Territorial commissioner of roads at that time. I can’t right now tell 
you the exact reason for it. 

Mr. Betuino. Is it customary for you to let your file out of your 
office and mail it to companies on the outside, the complete file ? 

Mr. Lorain. I don’t know what you mean. 

Mr. Betiino. Did you not at one time send your complete file on 
the United States Tin Corp. to Mr. Wheeler of the Amco Exploration 
Co. at Salt Lake City ? 

Mr. Lorarn. Yes. 

Mr. Betzino. Would you tell the circumstances and why you would 
send yoir complete file to that company in March of 1952? 

Mr. Lorain. If I remember correctly, and I will have to check this, 
I think there was a request made through Washington for that in- 
formation, and I complied with it. 

Mr. Bexiino. Did not Mr. Wheeler visit you up in Juneau? 

Mr. Lorarn. Yes, sir. 
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Mr. Betxino. Will you tell who made the request from Washington ? 

Mr. Lorarn. I would have to examine my files on that, sir. I don’t 
remember. I suppose it came through proper channels. 

Mr. Betirno. What was the purpose of making such a request and 
why would you send your file to Mr. Wheeler ? y 

Mr. Lorarn. The company which he represented was considering 
taking the property over and operating it, or going into the property 
on some basis. 

Mr. Betiino. They were going to take the United States Tin Corp. 
property over in March 1952? 

Mr. Lorarn. They were evidently considering it. 

Mr. Betirno. At a time when the Government had decided not to 
put any more money in? 

Mr. Lorarn. I don’t know about that. 

Mr. Beiutno. That was the time that the recommendation was made 
not to put any more money in. 

Mr. Lorarn. Maybe it was. I don’t know. 

Mr. Brexirno. Would you tell the facts that you know about that? 
We want the truth and the facts. We don’t want anything concealed. 

Mr. Lorain. I am not concealing anything. 

Mr, Bexxino. I am not saying you are. 

Mr. Lorarn. I can’t remember everything I did. I am trying to 
tell you as nearly as I can. On that I would have nothing to conceal. 
The Amco Metals Co., of which Mr. Wheeler was a representative, 
had examined the property and was seriously considering going into 
it. They said they were. Mr. Wheeler wanted to get the information 
about it. That information is public property, anyway. So we sent 
him our files on it. I am quite sure he went through Washington to 
get that information, to get that authority for me to send him the file. 

In any case, practically all that information is public property 

The Vice CuHairMan. How many mining projects come under your 
jurisdiction up in Alaska ? 

Mr. Loran. At the present time we have about 12 active DMEA 
projects. We have had 16. The rest of it is Bureau of Mines opera- 
tions. 

The Vice Cuarrman. You expected to give them, all of those proj- 
ects, the same overall supervision that you gave to the United States 
Tin Corp. ? 

Mr. Lorarn. Yes, sir. 

The Vick Cuarrman. Or did this take more time than some of the 
others ? 

Mr. Lorarn. It took more time than some and less time than some. 
I would say there were others that took 2 or 3 times as much time as 
United States Tin. 

The Vice Cuarrman. These all came under the Bureau of Mines? 

Mr. Lorary. No, DMEA—that is something the Bureau of Mines 
does for DMEA. It isasort of cooperative job. 

Mr. Pierce. How many mining projects and operators are there in 
Alaska that the Bureau of Mines has something or other to do with, 
either by inspection of the mines—that comes under your office, 
doesn’t it? 

Mr. Lorarn. Coal-mine inspection does, only part of the coal-mine 
inspection. There are about four major coal mines in Alaska. Out 

side of that, we have no coal-mine inspection. 
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Mr. Prerce. How many mines do you have something to do with in 
Alaska ? 

Mr. Lorain. Probably it would be in the hundreds, I guess, if you 
mention it. 

Mr. Beturno. Mr. Lorain, will you just explain to the committee 
as to the assay of tin and tungsten that you made when you made 
a report to Mr. Sorenson in which you said there was no tungsten 
whatsoever and what percent of tin was found 

Mr. Lorain. No, sir; we made quite a few assays. 

Mr. Bretino. This was the one about sixty-five hundredths of 1 per- 
cent or ere hundredths of 1 percent ? 

Mr. Lorarn. I don’t remember all of the assays that we made. 
When they were setting up their assay office, they sent quite a few 
samples down to us to have their methods checked. 

Mr. Betxrno. Do you recall this particular one and any details in 
connection with it? 

Mr. Lorarn. Again 

Mr. Betxino. The assay report in which you wrote to Mr. Sorensen 
pointing out that the assay was 0.65 or 0.62 percent tin and no 
tungsten ? 

Mr. Loratn. I am sorry. I might have written him letters of that 
kind, but I don’t remember it. 

Mr. Betxrno. Would you explain the significance of that; if that 
is correct ? 

Mr. Lorarn. The significance of it, if there is any, is that they sent 
us asample and we analyzed it and that was the result. 

Mr. Betiino. That is very low quality ; right ? 

Mr. Lorain. 0.65 and no tungsten is sub—it is lower than the grade 
of ore they are mining. Whether it would be a low grade or not—if 
there was 100 feet of 0.6 ore it could be very good ore. It is really 
a relative proposition whether it is no good. 

Mr. Betirno. You say 0.65 and no tungsten is good quality ore? 

Mr. Lorarn. It could be in a big enough ore body. 

The Vice CHatrman. Thank you very much. 

Representative Brown. I would like to ask another question. Do 
all the mines of Alaska report their production to you ? 

Mr. Lorain. Production figures are reported to the Bureau of 
Mines. That is one of our functions. 

Mr. Warren. Mr. Brown just asked you about the reports to the 
Bureau of Mines. Are the reports made monthly ? 

Mr. Lorarn. They are not made monthly. 

Mr. Warren. How are they made? 

Mr. Lorarn. Usually annually. 

Mr. Warren. Are some of those mines that you receive a report on, 
nines that you don’t super vise otherwise ? 

Mr. Loran. We don’t supervise any mines in Alaska. All we 
supervise isthe DMEA projects. 

Representative Brown. Why do some report monthly and others 
vearly? Aren’t they all operating ? 

Mr. Lorarn. I must have given you a wrong understanding there. 
We collect yearly statistics, yearly production records. I don’t think 
it would be feasible to get "the monthly production records, and evi- 
dently the statistics people do not think it would be necessary or de- 
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sirable. The statistics program is set up here in Washington. They 
tell us how often we shall put those things in. 

Mr. Pierce. Do you have the United States Tin production figures 
annually since 1949 ? 

Mr. Bexirno. Mr. Herdlick furnished them to us. 

Mr. Pierce. If you have that, leave it with us. We would like to 
haveit. Wecould make it a part of the record. 

Mr. Lorarn. I had them, I think, if I haven’t lost them. If I 
haven’t, I will be glad to send them. 

(The information referred to follows :) 


PRODUCTION OF TIN BY UNITED STATES Tin Corp.—LoOst River MINE 


1949: 43 tons tin concentrate from placer operation, 54 percent tin. Did not 
ship the concentrate during 1949, 20.73 long tons tin content. 

1950: 8814 tons tin concentrate from placer operation, 52 percent tin. Did not 
ship the concentrate during 1950, 41.09 long tons tin content. 

1951: 40 tons tin concentrate from placer operation, 60.5 percent tin. Did not 
ship the concentrate during 1951, 21.61 long tons tin content. 

1952: 46.2 tons tin concentrate from lode operation, 54.13 percent tin. Concen 
trate sold to RFC, $56,374, 22.33 long tons tin content. 

1953: 76.7 tons tin concentrate from lode operation, 42.92 percent tin. Not sold 
or shipped. The concentrates are being upgraded in 1954, 29.39 long tons tin 
content. 

Total production of tin in Alaska 


Long tons 


1, 769 
82 
49 


Total, 1902-53 1, 900 


Note.—Of this total 
135 long tons from Lost River Min« 
1,575 long tons from Seward Peninsula 
190 Jong tons from Manley H. S. area, 


The Vice Cuarmman. Thank you very much for your testimony. 
We have given you a long trip from Alaska down here, but we hope 
you have enjoyed the heat of W ashington. 

Mr. Lorary. I am very happy to have had the chance to be here. 

These are just rough penciled notes. 

Mr. Pierce. Do you want to have them typed tomorrow and then 
give them to us? 

Mr. Lorarn. I took these off the records up in Juneau. You can 
have them. 

Mr. Betitrno. How would you prefer that I do this? Should I go 
ahead and read them off and show them to Mr, Kadow ? 

The Vice Cuarrman. If you are going to put them in the record, 
I think Mr. Kadow has the right to know what they are. 

Representative Brown. I suggest that he give the date, read the 
part that he wants to put in the record, and then Mr. Kadow can reply 
to it. 

The Vick Cuatrman. Is that satisfactory to you, Mr. Kadow? 
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TESTIMONY OF KENNETH J. KADOW, JUNEAU, ALASKA, ACCOM- 
PANIED BY ROBERT PARNEY, COUNSEL—Resumed 


Mr. Kapow. Yes. 

Mr. Betiino. Letter dated February 23, 1952, to Paul M. Sorensen 
from Kenneth J. Kadow (see p. 849), in which, among other things, 
you state : 

Your report of February 3 was very good. Please write another about March 1 
nd have it to me by March 15 so I can send it in with our March request for 

nds. I must make a report every month as I draw more funds. In your March 
report stress the following: Mill and mine development work, shaft and water, 
issay laboratory, and anything else that seems important. If you have any real 
problems, give them to me separately. A few minor problems should be pointed 

t in your report for Washington, D. C., otherwise it won't look real. 

Mr. Kapow. That is an easy one to answer. 

Mr. Betuino. Do you want me to read them and then let him 
answer ¢ 

The Vick Cuarrman. I suppose you had minor and major troubles, 
too many to put in one report / 

Mr. Kapow. Not that so much. He had a faculty of stressing his 

eadaches, like all people who are close to them, and every time he 
would write to me he would have 3 pages about his headac ‘hes and 1 
page about the progress. He had the thing out of balance. I in turn 
presented the problems to Washington. There has never been a prob- 
lem that I haven't reported to W ashington. 

Mr. Beturno. The next one is a letter dated March 1! ) 1951, to the 
United States Tin Corp. from Mr. Kenneth J. Kadow (see p. 851), and 
he starts off : 

At last Iam a free man. As of the morning of the 16th I have established my 
own office as Private Citizen Kadow, ready to go to work on any problems the 
United States Tin Corp. wants to throw my way, 

In this letter he also states: 

Thursday of last week I held a conference with Mr. Hugh Wade and about 
eight members of his staff. Mr. Glen Wilder, Director of the Alaska Housing 
\uthority was also present at this meeting. The general subject of the meeting 
was the problem of native laborers for our tin operations at Lost River. As 
Scottie has reported to you previously, Mr. Wade indicated that the people of 
King Island were to be moved to the mainland this summer if possible. I tried 
to convince Mr. Wade that this afforded a golden opportunity for him to place 
these people in a circumstance which would give most of them year-round em- 
ployment if they are ablebodied and good workers. Evidently Scottie had sold 
him on this idea very thoroughly before I approached him,with it. 

The point in connection with this paragraph is the fact that here 
they have previously submitted an application indicating that they 
had sufficient labor, and that now it seems they have to start in getting 
laborers to the mine. In other words, the statement was not correct. 

Mr. Kapow. Well, that is a simple one to answer. Anybody with an 
ounce of sense ought to know that an undeveloped mining property has 
no people on it. The labor in the vicinity of Alaska means anything 
within 300 miles. Labor in the vicinity of Washington, D. C., might 
mean Arlington. To us, that is what it means. These people are only 
about 35 miles away, anyway. They live on an island out on a rock. 
lhe transportation of getting them there they live on a rock offshore 
there—so the transportation costs and the costs of getting them there 
were nil. But that movement never took place en masse. We got 
several of the workers, however. 
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Mr. Betirno. Next is a letter dated March 26, 1951, addressed t, 
Mr. Fred Furey from Kenneth J. Kadow (see p. 852), in which, among 
other things, he states: 


If it is possible to do so, I would also like very much for a trip to be arranged 


a 


for Mr. Wells to see the run at the smelter at Tacoma while he is in town. [t 
is very possible that we will want to get a Government loan to help put that op 
eration on its feet. With the support of Mr. Lorain and Mr. Wells, you will have 
more than half of the battle won. 

The Vice Cuairman. Who signed that ? 

Mr. Betirno. Mr. Kadow. 

Mr. Kapow. That is a simple one to answer also, sir. This 1 
process which I described to you this morning, where we separate tin 
from tungsten and our costs are just about half of what it costs to do 
it now—the point of it is that Mr. Wells was a metallurgist. He is a 
chemist. If those folks thought that the process had any sense, made 
any commonsense at all, they would in turn recommend to Washing 
ton that the experts of the Federal Government examine it. Tha: 
is exactly what they did do. The experts from Washington had peo 
ple from Portland, Oreg., go examine it. They were duly impressed 
with the method. That is how complicated that is. 

The Vice CHarrman. Who is Mr. Furey / 

Mr. Kapow. At that time he was vice president of the company. 

The Vice Cuarrman. Of the Tin Co. ? 

Mr. Kapow. Yes. 

Mr. Betirno. Next is a letter dated April 9, 1952, to Mr. Ike P 
Taylor from Mr. John R. Noyes (see p. 853), with a carbon copy to 
Mr. Kadow. John Noyes is commissioner of roads for Alaska, and | 


believe Mr. Ike P. Taylor was former commissioner, is that right ? 
Mr. Kapow. That is right. 
Mr. Betiino. He urges the help of the United States Tin Corp. i: 
connection with the roads, and he states further : 


Mr. McIntosh may also be interested in a road from Lost River to Teller, « 
rather to North Spit across the entrance from Teller. 

I point that inasmuch as there is the definite statement of the com 
missioner of roads for Alaska and eventually Mr. Kadow was su 
cessful in getting at least an appropriation or some approval of a road 
extending 2614 miles, which was estimated at over $200,000, and her 
is the commissioner of roads saying that there is need for it. I believe 
Mr. Lorain has already testified to that. 

Mr. Kapow. Well, sir, roads, as anybody knows, are the arteries to 
development. You can’t go any place without a road. We have a 
road to the beach. That isa must. At Teller, just a few miles away, 
it is most important. It is the only deep sea port in the Arctic. It 
ic the finest place in all of Alaska for ships to come in and discharge 

The Vick Cuatrman. How far is that? 

Mr. Kapow. About 27 miles. 

The Vice Cuarrman. Is there a good road? 

Mr. Kapow. None at all. But here is a natural spit. It just goes 
right along the water, a natural place for one. It just needs a little 
bridging and a little soft dirt and stuff to bind it. Actually, the road 


to Teller was being treated separate from the road to the mine. ‘The 


application had been supported by the Governor of the Territory. It 
has been supported by the development board. It has been supported 
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by all the people of the second division. The fact that I person: ally 
supported it also doesn’t appear to me to be a crime, sir. 

Mr. Bewirno. Next is a letter dated April 13, 1951, to the United 
States Tin Corp. from Mr. Kadow (see p. 853), in which he states: 

Re surplus property : Enclosed is a telegram to Wade from man sent to Point 
Spencer and surplus areas. Wade, Lorain and I will follow up and get every- 
thing we can tied up. I am working up a plan for permanent housing, and so 
forth, including supply center and possible bulk oil handling with AMS. I will 
have more information and ideas when I see you next, too early yet, but if we 
wish we can get rid of all three problems if I play my ecards right. I’m dealing 


the hand now and will be ready to play it after consultation with all of you. 
This could save us thousands of dollars. 


And he states further: 


Re roads and bridges: I had a long talk with Colonel Noyes about our road 
problems. He sent letter to Taylor, copy enclosed, and asked me to have Bob eall 
Taylor. Don’t agree to pay anything. Plead that you are broke this year, 
if they can’t do what is needed we will have to go without, et cetera, et cetera. 
I can get anything I want on contract from Territorial Road Commission and 
make a few thousand for us while I’m doing it. Get Taylor to agree that new 
road and bridge are needed for mine to bay and anything else you can to Teller. 

The Vick Cuatrman. Who wrote that ? 

Mr. Beturno. Mr. Kadow. [ Reading:| 


I'll do the rest from here. Bob should write me a full report on this conver- 
sation as soon as it is possible afterwards for him to conveniently do so. Re- 
member, we can’t spend a dime this year for road or bridges, too broke. Con- 
tact Ike Taylor, 1908 South 104th Street, Seattie, telephone Ranier 4985. 

Mr. Kapow. What is the problem there, Mr. Bellino? 

Mr. Betxtrno. Do you have any comments you wish to make? 

Mr. Kapow. I don’t see what that one does, but I would like to say 
this much. This matter of the Territory building roads for private 
firms, Governor Heintzleman, who is presently in office, just got 
$2,500,000 to build a 21-mile road to the new pulp mill in Ketchikan. 

The Vice CuatrmMan. I none n there. 

Mr. Kapow. That is right, sir, but that was $2,500,000. I got a total 
of $15,000 from one source ae $50,000 from another for a 614 mile 
road, and I don’t see that it makes too much difference, there isn’t 
much difference in them. This other stuff, of course, re fers to the 
surplus property over there that is rotting. Uncle Sam paid for it 
once. And if you don’t use it right there in the near vicinity, it will 
never be used at all. It just seems to me that since the principal 
charge against me is that I got too much money, anyway, that this 
isn’t consistent with that charge. You can’t rap me on the knuckles 
for that one because on that one I saved you money. It is definitely 
in use, and it is in use by the proper agency that put it there. 

Mr. Betxino. Next is a letter dated April 18, 1951, to Mr. John C. 
Reed, Geological Survey, Department of the Interior (see p. 855), 
from Mr. Kadow: 

One of the biggest problems which we have and must find an answer to, be- 
fore we can carry out a large-scale winter lode operation, is the supply of water 
available to us. You undoubtedly know that supply is ample in the summertime 
and thought to be ample in the wintertime. The principal winter source on 
which we are relying is from the mine shaft itself, but Mr. Sorensen is defi- 
nitely of the opinion that this is an unreliable source of water at best. We 
have no reliable data on this problem. I am wondering if the United States 
Geological Survey could help us examine this problem in detail this summer 
and advise us to some reliable course of action in trying to find a permanent 
solution to it. 
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Mr. Kapow. That speaks for itself. They did send a man in by 


) 


the name of Cederstrand. He made a study of the problem and agreed 
with us that there ought to be lots of water down there but ‘there 
wasn’t, as you know. 

Mr. Brtuino. The next one is a letter dated April 25, 1951, to Mi 
Henry Fischnaller from Mr. Kadow (see p. 855), in which it is state: 


The board should decide immediately on a division of functions between the 
United States Tin Corp. on one hand, the Alaska Native Service on another 
and private activities on a third. It will be possible by splitting the various 
types of functions to be performed into various groups to bring about many 
of them rapidly and at no expense to the tin company. For example, the Alaska 
Native Service is willing to take full responsibility for moving the natives, for 
putting in a commissary for everybody's needs, possibly establishing a rests 
rant for feeding the natives in a manner suitable to them, and last but not leas 
for establishing an oil depot for large shipments of necessary fuel oil. 

They have also indicated willingness to assist on the housing project, but I am 
not sure that we can work it out through them at this time. If we can, this 
would be desirable, but if not I shall propose to the company that a private group 
be formed to put the housing project in. This could be worked out in such a 
manner as to be of great assistance to the tin company. Full details will be giver 


you next week. The tin company, on the other hand, should supply a complete 


electric system for everyone and possibly water but the water can be left until we 
can determine what our source for domestic purposes will be. 

I might ask, first, if you have any comment on this letter ? 

The Vice Cuamman. I have a comment. What difference does it 
make? What are you proving there ? 

Mr. Betxino. I believe Mr. Kadow formed a Lost River tin housing 
corporation, did you not ? 

Mr. Kapow. No. 

Mr. Betiino. Was there one formed ? 

Mr. Kapow. No. 

Mr. Beturno. Our records contain reference to a Lost River 
housing corporation. 

Mr. Kapow. You saw just the ones you wanted to look at. Ther 
are plenty more that showed it wasn’t. But that is not unusual. So 
go ahead. 

Mr. Beiuino. Mr. Chairman, in this connection there is one thing 
that we must not overlook. This is actually a private corporation, and 
although—— 

The Vick CHatrrMAan. What is a private corporation ? 

Mr. Beiirno. United States Tin. 

The Vicz Cuarman. I have been here long enough to know that. 

Mr. Kapow. I wonder if it is mostly — 

Mr. Betiro. If there is surplus material up in Alaska, it is my 
understanding that it is under the jurisdiction of a governmental 
agency—— 

The Vice Cuarman. They got it, and got it for nothing. 

Mr. Kapow. Through a governmental agency. 

Mr. Bexurno. If they got it for nothing, there is a question whether 
they were entitled to it for nothing or whether they should have paid 
for it. 

The Vice Cuarrman. No, sir. That is not our business. If the 
Government isn’t able to function properly and correctly, let somebody 
else investigate that. I can’t see anything wrong with that. If they 
get it from the Government, and the Government is willing to turn 
it over to them—— 
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Mr. Berarno. They got something to which they are not entitled, 
and it shows their manner of operation. 

The Vice Cuatrman. If they got it from the Government, and the 
Government turned it over to them, they are entitled to it, unless they 
stole it. 

Mr. Beixino. That is the question. 

The Vice CuHarrman. What is the question / 

Mr. Betitrno. Whether they stole it. 

The Vice Cuatrman. Then say it. How can you prove it! 

Mr. Bexturno, That is what I want to bring out as we go along, 
whether it was just taken or whether they were entitled to it or just 
he Iped themselves to it. 

The Vice Cuatrrman. Have you any Government agency who will 
testify to that effect ? 

Mr. Betirno. Next is a letter dated—— 

Mr. Kapow. I would like to answer that, Mr. Bellino. You are not 
going to put this junk in the record and then go on without it. It is 
just “misle ading. That is all. You are talking there about these 
agencies coming in. 

Those, Your Honor, are typical functions of the Indian Bureau. 
You know what those functions are. They put in schools; they put 
in commissaries. The question is, Did we want to run the store or 
did we want them to? It was finally decided that neither would do it. 
We let another person do it. So the way it ended up is there was a 
private store owned by a private party selling stuff at Lost River 
These implications of Mr. Bellino are—O. K., excuse me, sir. 

The Vice CuatrmMan. Go on to the next one. 

Mr. Betiino. Next is a letter cond May 15, 1951, to Mr. W. L. 
Gibbon, attorney, from Mr. Kenneth J. Kadow (see p. 857), in which 
he says: 

Today I cleared the road deal as follows: Alaska Road Commission will make 
timber available for the bridge at Lost River. Perhaps they will pay us to take 
it to the site. I'll know in a few days. Please send me the name of our man 
at Teller who would do the hauling for us if I can get it cleared so I can contact 
him as soon as I know. They are making up materials list now and will send 
it to the man at Nome. Our man will have to contact him for the list. Send 
our man’s name and address at once. 

I enclose herewith a contract we must sign indicating what we must do and 
what the Territorial road commission will do. They will give us $15,750 toward 
completion of the whole project. Remember we are dealing with 2 outfits; 1 
giving us timber and the money to haul it to the job and the other giving us 
$15,750 to construct the bridge and road. 

Mr. Chairman, I might say that most of these are merely to show 
just how the United States Tin Corp. has been operating. I don’t 
believe we have the facts unless these are known to you. 

Mr. Kapow. Mr. Chairman, there isn’t a thing that Mr. Bellino has 
said here yet that I haven’t discussed with personnel of GSA. They 
knew about the Point — ncer operation, and they thought it was a 
fine thing. ‘They said as far as they were concerned it was none of 
their business because it was not in their agency, ‘These things are in 
other agencies. They aren’t even Federal Government agencies in 
some instances. I don’t see what bearing it has on this. 

Mr. Betirno. Next is a letter dated May 25, 1951, to the United 
States Tin Corp. from Mr. Kadow (see p. 858), in which he says: 

As I expected, we have run into difficulty with the military on getting Army 
surplus from Point Spencer. Hugh Wade and I are lining up our big guns now, 
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but I can’t foresee how we will come out at this time. Remembering that my 
housing plans were in reality a plan for obtaining surplus to meet general needs. 
I have slowed down on it until we lick the surplus problems—if and when we 


can. 

Mr. Kapow. Again, I would like to comment that this procedure 
which was followed was entirely legal. It was endorsed by the proper 
officials of the Federal and Territorial Government, and it is com- 
pletely irrelevant as to the problems I had in getting them. 

Mr. Betxino. Next is a letter dated May 28, 1951, addressed to Mr. 
Fischnaller of the United States Tin Corp. from Mr. Kadow (see p. 
858), in which he points out that placer miners were available at Fair 
banks but they were asking $3 an hour and a guaranty of a minimum 
week of 70 hours, and they were also asking for full payment of board 
and room. Hestates: 

I feel that we can certainly do better than this in California. 


I point this out because it also refutes their contention that labor 
was available from the town of Teller. 

Mr. Kapow. We at no time claimed that all the technical labor that 
we needed would be available. That was never a claim of any official 
of the United States Tin Corp. We claimed common labor was avail- 
able, and it always has been. 

Mr. Bexiino. A letter dated June 1, 1951, to Mr. W. L. Gibbon from 
Mr. Kadow (see p. 859), in which he states: 

Regarding the location of bridge and road on existing placer claims, this mat- 
ter is being checked out by the Alaska Road Commission. There is no question of 
their right to put the road in, but the holder of such a placer claim may destroy 
it in the working of his claim if need be. In which case the road commission 
will put it back. In no event can a claim owner destroy the bridge. 

Mr. Kapow. What is your point, Mr. Bellino? 

Mr. Betxiino. If you have any comment on it—— 

Mr. Kapow. What is the meaning of that letter? I don’t under- 
stand it at all. Why is it in the record ? 

Mr. Bexurno. To show the fact that the land up there was not un- 
der clear title, and you were having road money spent for a road on 
property to which there was no clear title. 

The Vice Cuatrman. Isn’t the testimony that the title was later 
cleared ¢ 

Mr. Betitno. This was on other people’s land. 

Mr. Kapow. Actually, Mr. Chairman, again, the whole area is the 
public domain. There was some placer claim filed years before and the 
assessment work had not been done. The question before the house 
was whether or not the people with that placer claim that had been 
in default had any possible chance of interfering with us crossing 
for a road. The road commission looked into it and decided there was 
no problem, period. 

Mr. Prerce. Off the record. 

( Discussion off the record.) 

Mr. Betirno. Next is report No. 2, written by Mr. Kadow, dated 
June 22, 1951 (see p. 859), in which he states that they went to the 
mine and— 
all three of them look over a pile of rocks and gravel and see great possibilities, 


but I’m getting just like a friend of mine in the Seattle Trust & Savings Bank—I 
just can’t get excited. Maybe a little warm sunshine will change all of that. 
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I point that out because they claim that when they arrived up there 
there were so many buildings and so many bunkhouses and ever -ything 
else. 

The Vice CHatrman. So what? 

Mr. Beturno. This indicates that wasn’t true. 

Mr. Kapow. That doesn’t indicate anything of the sort. 

Mr. Bexx1r1no. This is a letter dated July 3, 1951, to Mr. Harry 
Fischnaller from Mr. Kadow (see p. 860). I put this in the record 
because our counsel has referred to this continually during the hear- 
ings, in which Mr. Kadow writes: 

In spite of one headache after another, the show is on the road; and if we 
can keep our pile of junk running, we should have a good season. 

Mr. Kapow. You know, Mr. Bellino, what you are doing here, you 
are trying to prove a point by my idiosyncrasies of speech. Auy body 
who knows me knows that 90 percent of what I say is in idioms. The 
so-called pile of junk there is such that not a single piece of equipment 
purchased in the first instance is not still in use. How big a pile of 
junk is that? We have had just as many shutdowns from our new 
caterpillar electric set as we have from our Superiors. We have had 
two shutdowns with a brand new $27,000 diesel caterpillar. We have 
on the average about 1 a month with our other Superiors. There isn’t 
any question about it. When I am in the dumps, I may write dewn 
and throw the sponge in, just like the time I did when I called Howard 
Young. There isn’t any question, gentlemen. I was fighting a tough, 
rearguard action here trying to keep all these things together with 
6,000 miles between Washington and where you operate. I mean, I 
shouldn’t be kicked in the teeth. I should be patted on the back for 
keeping this thing alive, if anyone wanted it alive, and if the Gov- 
ernment didn’t want it alive, why didn’t they shut it down. I didn’t 
steal this money, you know. 

The Vice CHarrman. Nobody says you did. 

Mr. Kapow. I know. They loaned it to us. They have their own 
engineers. They didn’t have to get it all from me. 

Mr. Beturno. A letter dated July 12, 1951, to Mr. Fred P. Loomis 
from Kenneth J. Kadow (see p. 861), in which he says: 

As per the request of our accountant, I have deleted my salary from state- 
ments rendered. This should be paid last of each month from your office along 
with Paul’s. 

Mr. Kapow. Say that again? Who is that? 

Mr. Brttino. Mr. Loomis, in which you say you are deleting your 

salary, and then say this should be paid at the last of each month from 
your office along with Paul’s. 

Mr. Kapow. I don’t know what that letter means, because every- 
body knows I didn’t get any salary. So there is no question there. 

Mr. Bexirno. Next is a letter dated July 25, 1951, from Mr. Fisch- 
naller (see p. 861), in which he starts out : 

In confidence. Things will probably work out, but I have resorted to whistling 
to keep up my courage—figuratively of course. More things have happened to 
alarm me—starting with the manner in which the bank decided to handle 
the loan. Agreeing to advance the first $100,000 (capital and expense items— 
total) that kept their risk to $10,000. Not an unreasonable construction con- 


sidering that we already owed the $90,000, and owed others, including me ahout 
$125,000. 


Mr. Kapow. What is the point, Mr. Bellino? 
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Mr. Bexxrno. For one thing, it shows the financial knowledge of 
this mine by Mr. Fischnaller, whereas Mr, Fischnaller has attempted 
to create the impression that he had nothing to do with it, and further, 
there is’a $125,000 liability shown as of July 25, 1951, and there was 
no such liability shown just 6 months later, and that there was no 
real liability at this time incurred by the corporation. 

Mr. Kapow. You gentlemen have heard Mr. Fischnaller. He is an 
ola man. He doesn’t think anything about throwing a figure around 
that is 100 percent off. You know that if you just listen to him. The 
point I am making here is that the first contract was a V-loan. It was 
based on anticipated production which we had, some of it in the way of 
placer, and then because of other problems we didn’t get into produc 
tion. What he was saying there was that unless something could be 
done about that situation, but quick, we were out of business. That is 
a simple statement of fact. Everybody knows it, so I hot-tailed it back 
here and got amendment No. 1 to tide us through an emergency, and 
we sat down and discussed these problems. It was decided to finance 
it further. That is all there is to that. 

Mr. Beiiino. Next is a letter dated August 14, 1951, to Mr. Henry 
Schaefer from Ken (see p, 863). It is only presented primarily to 
show that while Mr. Schaefer was with the Seattle Trust & Savings 
Bank, which was loaning the money to United States Tin, he was 
being kept advised and working with him in regard to the United 
States Tin mine. 

Mr. Kapow. I want to make a statement to that one, particularly. 
You gentlemen haven’t met Henry Schaefer, but he is one of the most 
honorable men you will ever meet. There is nothing but quality in 
that gentleman. To prove it, he refused to have anything to do with 
the United States Tin loan in the bank. In fact, in the first instance, 
he actually recommended against it. How then, is that consistent with 
what you are saying’ There is no question but what he advised us. 
He advised us constantly in every way he could, because he is a friend 
of ours. 

Mr. Betiino. Next is a letter dated August 16, the year not shown, 
from Mr. Kadow to “Dear Fred and Harry” (see p. 864), in which 
he says: 

Mickey Lorain and a Mr, Cooley of the Alaska Road Commission returned with 
me to the mine today. I went to town to get some emergency parts for the “cats” 
and to make absolutely sure I did not miss Lorain. We will hold a series of con 
ferences here through Sunday. Then Mickey and I will talk to the military in 
Anchorage and to Ghiglione in Juneau. If all goes right I'll be able to give you 
a very interesting report in about 1 week, 

Further on in the letter he says: 


Lorain is greatly impressed by the progress made. Also very worried about 
our winter water supply problem. He doubts that the winze will make anywhere 
near enough water to put through 100 tons. I expect to get all the pipe possible 
from Point Spencer. If we get short of water, we may be able to pump some 
from spring if there is enough there. 


Mr. Kapow. Well, that speaks for itself. It is just another one of 
my headaches. 

Mr. Betirno. Next is a letter dated August 18 to the United States 
Tin Corp. from Kadow (see p, 865) : 

Enclosed is a breakdown of the bills presently due and those for which bills 


will be received in the very near future. They ‘otal $5,943.98. The payroll for 
the month at the mine is expected to total $19,000. Our payroll is now running 
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tween 50 and 60 men daily and continue at this level till at least the middle of 
October, when it is expected the mill will be about ready to go. 
Placer output continues at about 1 ton per day average with water as our 
imiting factor at the present time 
And then reading further : 


Lorain and I leave for Juneau today. Weather permitting we should be 
there Monday or Tuesday. 

Mr. Kapow. What is your point there? 

Mr. Betirno. Merely to show what the mine was doing at this par- 
ticular time, the production going on and the bills that were outstand- 

ng at that particular time. 

Mr. Kapow. I think you would expect outstanding bills if you were 

iperating; wouldn’t you ? 

Mr. Chairman, while we are waiting for Mr, Bellino here, I asked 
peers the other day from you, I believe, to put these records 

1, what they had in Seattle on my application, you know, where they 
wit out to my references. Here is a couple of them, and I will see 
that the others are forwarded to you. I will get your address, Mr. 
Pierce. I certainly want this evidence in the record, because there is 
only one thing of all the stuff that has happened here that I am con- 
cerned about, and that is my honesty and integrity. It has been chal- 
lenged on that matter of when I joined the tin company. I intend 
to move heaven and earth, sir, to prove that matter, because there is 
no question about it and I want it clear, because it is the only thing 
that has happened here so far that even remotely embarrasses me. 
All these other things are just the complicated pattern of existing in 
\laska. (See p. 745.) 

If this thing was being held in Alaska, the people up there would 
be laughing like heck because everybody in Alaska has the same prob- 
lems and they know what they are. 

The Vice Cuatrman. The tin corporation can bring its secretary 
in if they want to. It isuptothem. It isn’t up to us to prove their 
case. 

Mr. Kanow. We will find out when I get out there what the situa- 
tion is, and if necessary send him back here to testify before you. It 
is the only thing that I am embarrassed by at all. The only reason 
I am embarrassed by it is that it is not cleared up, because I am telling 
you emphatically it is not true, and I don’t like to be made out a liar. 
Nobody has ever called me a liar before, and I don’t intend to be 
called a liar now. 

The Vice CuHatrman. Nobody on the committee has called you a 
har. 

Mr. Kapow. That is for sure. This committee is different, I ap- 
preciate it. 

Mr. Betxrno. A letter dated August 27, 1951, to Mr. Fred Furey 
from Ken, in which he says: 

Lorain was greatly impressed and pleased with our progress. Is going to 
make a strong report to D. C., outlining entire picture to them. He has O. K.’d 
most of the exploration program I outlined in my report. I will have it fully 
documented and ready for company action in late September. 

That was pertinent to show that Mr. Lorain and Mr. Kadow had 
considered and worked out the exploration program before it w = ever 
officially presented to Mr. Lorain, as was subsequently done by the 
United States Tin Corp. 
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Mr. Kapow. That is not a proper interpretation at all. In working 
with the Federal Government, you know that there are lots of experts 
covering lots of different phases of the work. We had an explora- 
tion program coming up. I talked to the Geological Survey people. 
I talked to the Bureau of Mines people. We had an idea of about a 
$2 million exploration effort. That is the way I thought the pro- 
gram should be done, a big exploration, even stopping the other. 
That was my idea. I didn’t see any sense in trying to run a production 
outfit, or calculate the size of a production outtit, trying to make some- 
thing economical, sir, that was supposed to be uneconomical to begin 
with. That was not my concern. I wanted a big exploration pro 
gram. So they finally agreed with our engineer and me in Juneau 
about that $969,000. That was the program that the Geological Sur- 
vey and the Bureau of Mines in Alaska agreed to. It came down 
here, sir, and it got whacked to about one-fourth. Those are just ad- 
ministrative problems. They don’t add up to graft and collusion and 
all these fancy words that these people have been throwing to me. 
They are just administrative problems. GSA knows that. 

Mr. Bexirno. Next is a letter dated August 31, 1951, to Mr. A. F. 
Ghiglione, Commissioner, Alaska Road Commission, from S. H. Lor- 
ain (see p. 866), in which he requests material for use at the Bureau 
of Mines development project, Lost River tin mine, Seward Peninsula. 

I put that in the record and point out that even Mr. Lorain called 
it a development project instead of an exploration project. 

Mr. Kapow. Carmine, you are not going to be that facetious. You 
know exactly what his work was. They were driving a shaft, open- 
ing an adit, and going over to the granite cupola, and these are the 
materials Mr. Lorain estimated were needed to do that. 

Mr. Bexirno. Next is a progress report dated August 25, 1951, from 
Sorensen (see p. 866), in which he states : 

Regarding placer ground. * * * Results were quite discouraging. Quite defi- 
nitely the outlook for favorable placer ground, to be worked by present methods, 
is quite dim. At every opportunity the ground in the gorge below camp is being 
pushed to higher elevations for later sluicing. 

* * * + * + * 

On the evening of August 25, we holed through to the winze station on the 
No. 3 adit level. Some of our worst fears were realized— 
and so forth. 

Mr. Kapow. What is the point of that? 

Mr. Bexi1no. We want it in the record in order to have the true 
facts of what the situation at the mine was so that GSA can see what 
the report was and what the superintendent reported. 

Mr. Kapow. That was reported to GSA, sir. 

Mr. Betuino. Next is a memorandum or a letter dated September 
8, 1951, from Ken (see p. 868) : 


Our placer season has been a great disappointment to many of us, but it is 
now abundantly clear that the ground just doesn’t have enough tin in it to 
justify the inefficient costly method we are using to recover it. Just as soon as 
we work the gorge below camp all our possibilities with existing methods will be 


over. 
And continuing on: 


The situation at the shaft station is even more serious than I realized when 
I got Paul’s telegram a few days ago. 
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Mr. Kapow. These reports were made to GSA, and it was one of 
the reasons why we stopped placer mining earlier. There is lots of 
good placer ground up there, sir, but you have to use more modern 
methods than a sluice box. That is what that letter means. 

Mr. Beturno. A letter dated September 18, 1951, to “Dear Harry, 
Fred, et al.” from Kadow (see p. 869), in which he points out: 

Just a short note to let you know that I have the beaches on Spencer piled a 


“mile” high with things we need now or will need in the future. I have lumber, 
iron pipe, electric cable, telephone wire— 


and so forth. 
It proceeds to say: 


By the way, I don’t remember if I asked Cordell to have you and the other 
members of the board O. K. Paul and me to write checks against the new ac- 
count at the Nome bank called “U. 8. Tin Corporation—Special.” This account 
is the one I am using to finance all the things I am doing. I need lots of leeway 
and not too many people in possession of all the details— 
and so forth. 

Mr. Kapow. What is your point, Mr. Bellino? 

Mr. Beturno. This bank account in which you needed so much lee- 
way and not too many people in possession of the details—— 

Mr. Kapow. That may seem like something very sinister to you, but 
what it amounts to in effect is you are taking contracts from various 
agencies of the Government. I got some contracts on bid from the 

sureau of Mines. I got some contracts from the Alaska Housing 
Authority, I believe I did. I am not positive of that last one, but I 
think I did. And I got funds from the Alaska Road Commission. 
These were contracts, gentlemen. These contracts weren’t always ade- 
quate todo the job. For instance, I never did get enough money from 
the Bureau of Mines to bring over the materials that the Bureau of 
Mines wanted because there just wasn’t that kind of money available. 
They didn’t have that much money. So I put in a ridiculous bid. 

The nearest bid to the one here, I think, was a matter of several 
thousand dollars to the bid I hauled it over for. I can’t see that it 
makes any difference whether I take a contract and one thing is a little 
more and the next one is'a little less. The only reason that I didn’t 
want Sorensen monkeying around, worrying about all that stuff, was 
that he wasn’t in possession of the facts. He didn’t know where to 
charge this and this and this. He couldn’t know that. You are 
bringing over, say, 100,000 board-feet of timber, maybe 20 of it was 
from the Road Commission, this much for this outfit, this much for 
that outfit. Is Sorensen supposed to take that into consideration ? 
It makes no difference. That is the reason I put those things in 
there. I didn’t want him to be worrying about it. 

Mr. Bexurno. Next is a letter dated November 16, 1951, to R. D. 
Mason of General Services Administration from Mr. Kadow (see 
p. 869), in which he states: 

I confess that when I talked to you 3 weeks ago I did not realize we had so 
many accounts outstanding. However, I trust you will recall that I was very 
careful to label all the figures I gave you then as “guesstimates.” 

I point that out because Mr. Kadow’s testimony has been along the 
same line. He has been giving us guesstimates, and not until you find 
out the real facts do we find that it is not correct. 


51710—54——54 
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Mr. Kapow. The figures that he is referring to are these. When 
[ came back here in the fall of 1951, I think it was, I asked the Seattle 
office at that time, which was being run by Mr. Fischnaller, I asked 
the Seattle office to give me an estimate of the bills outstanding. 
Harry gave me an estimate, but he completely forgot in the estimate 
that he owed Mrs. Tweet for some tractors and wagons that he bought. 
It was an item of several thousand dollars. There was something 
else that he forgot. I told Mr. Nicoll, I told Mr. Jordan, that I was 
not positive of these figures, but they were about the figures. When 
it finally came in, it was for a bigger sum. I explained to them then 
what the problem was, and only after they knew the facts, gentlemen, 
did they make an appropriation for the work. If they didn’t like the 
facts, they should have dumped it. 

Mr. Betirno. A letter dated November 18, on the stationery of the 
Hotel National, handwritten by Mr. Kadow (see p. 871), in which he 
states that they must have an audit ev ery 6 months: 

No more audits like the first we got from T. N. B. & S. They have agreed to 
a change in auditors, but not without considerable convincing. Have agreed to 
everything wanted. Haven’t had time to work on Smelter yet but expect to 
find out what our chances are as of Monday or Tuesday. 


It also states: 
Mickey, as usual, has been of great help to us. 
Then down below: 


I expect to take Irvin Hoff and new Assistant Secretary Rose and wives out 
to dinner one night before I leave. He’s our man for exploration loans. Irv 
has been helpful as usual. 


Mr. Kapow. I think you have had testimony already to the effect 


of what role these gentlemen played. There isn’t any doubt about it. 
You know how it is, Congressmen. Your constituent comes down. 
Does he come up and talk over his problem with you? You say to 


him, “Mr. Smith, you go see So-and-So.” And you may even go so 
far, Congressmen, as to call up the so-and-so and say, “Mr. Smith 
is coming over. He is one of my constituents. Would you please 
hear this case?” There isn’t any question about it. 

The Vice.CHatrmMan. You have to. 

Mr. Kapow, Of course you have. If a Congressman or a Senator 
opens a door for you, you at least walk in in a different environment 
than you walk in if you have to go through the bellboy to get there. 
That is what those things amount to. There is one question I want 
to ask here. I wpe at least in some of these letters there that Mr. 
Bellino seems to be reading from the original. I thought you re- 
turned all my letters. iia that a photostatic copy ¢ 

Mr. Betuino. That could not be photostated, sir. 

Mr. Kapow. Why didn’t you tell me you took it ? 

Mr. Beirano. This is from the United States Tin. 

Mr. Kapow. Has it gone in the record that he took all the letters in 
the Seattle office without asking anybody for it, and took the letters 
away and photostated them and then later had somebody else bring 
them back ? 

The Vice Cuarrman, I don’t know. 

Mr. Kapow. It ought to be in the record. I don’t think that is the 
way for a congressional investigator to handle things. 
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Mr. Bexiino. A letter dated December 8, 1951, to Harry from 
Kadow (see p. 872), in which he states: : 

Enjoyed your note and appreciate your speedy reply on Wah Chang treat- 

ent charges. Hope you wired same to Mickey Lorain. 

rhe principal point is to show there is still a close connection with 
Mickey Lorain and the operation of this mine. 

Mr. Kapow. | want to answer that once more so the record is com- 
plete. Mr. Lorain is a personal friend of mine. So are 500 other peo- 
ple in the Federal and Territorial Government. I have never in my 

fetime asked a personal friend to do anything. As a matter of fact 

ith personal friends I am particularly careful because I don’t want 
to embarrass them. Mr. Lorain has never done anything for me that 
t isn’t his job to do. He does it for eve rybody else the same way. 

The Vice Cuamman. Do you have to go all through that ? 

Mr. Beiiino. It won't take long. 

The Vick CuarrmMan. It can’t, because I have to leave. 

Mr. Beiuino. These are some of the ones I mentioned. For instance, 
ere is one of March 13, 1952. It is addressed to, “Dear Henry and 
Jay,” from Ken (see p. 873). It states: , 

In any event, do not show any such obligation over our funds on han 


February statement. If you do all hell will break 
Columbia. 


d on your 
loose in the District of 


I don’t think, unless you have knowledge of these, you will know 
what is going on. If you don’t care 

The Vick CuarrMan. It is not a question of caring. It is up to the 
Government to find out. 

Mr. Kapow. I don’t think you have to put this junk in the record. 

told you today, Congressmen, if I have done anything wrong, if ] 

ive done one thing wrong, I think you should send me to jail and 
quit the monkey business. I have been slandered. You have no notion 
‘f the publicity these birds have put out on me. I have never had a 
trial. I have never even had a hearing. 

My point to you is this GSA is in possession of this information. If 
they wish to file a suit against me, I am just dying to have them do it. 
| would love it. 

The Vice CHatrMan. What could they sue on ? 

Mr. Kapow. That isthe point. There is nothing wrong. 

Mr. Pierce. Off the record. 

(Discussion off the record.) 

Mr. Kapow. Here was the problem on the exploration loan. We 
had purchased the property from the Lost River Tin Corp. We had 
all the rights to that property, everything. The Government knew 
exactly what those rights were and what they weren’t. Now, the 
question before the house in the DMEA loan was whether or not we 
had to get a consent to lien from the people we were buying the prop- 
erty from. Our attorneys, and one attorney in the Government, clidn’t 
think it was necessary. There was an attorney who thought it was. 
And I was trying to urge that it wasn’t necessary because there weren't 
enough trustees alive. When it was decided that it was necessary, as 
Mr. Hoff wrote back and said, there was nothing could be done, it was 
necessary to get the consent to lien, and then we had to go toa judge 
of a court, the old Lost Rive r Corp. did, and get new trustees appointed. 

The Vice Cuarrman. That is all in the record. 
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Mr. Kapow. That is all that adds up to. 

Mr. Betirno. In that connection I will put in the record a letter 
dated February 25, 1952, from Mr. Kadow (see p. 873), which relates 
to Mr. Irvin Hoff’s activity in giving this exploration loan. 

A letter dated March 4, 1952, to Mr. Harry Fischnaller from Kadow. 
in which he says: 

Harry, please get executive committee backing of this letter I have written to 
Wilder. I must take action now if I’m to get the housing and other materials 
needed this summer. If we get our exploration program, I have the money in 
the budget. If we do not, I can get $20,000 by using individual natives or by 
using a native cooperative. We will have to underwrite repayment of the funds 
advanced by AHA. 

Mr. Kapow. There is nothing wrong with that, Mr. Bellino, because 
at that particular time we were talking about housing in a different 
a of package entirely. We were trying to get a job done. That 
is all. 

Mr. Beturno. A letter dated February 26, 1952, addressed to Mr. 
Paul M. Sorensen from Mr. Kadow (see p. 874), in which he 
mentions: 


I enclose herewith material obtained by Mickey regarding the “Sno-Cat.” 


It is a further indication of Mr. Mickey Lorain’s activities. 

Mr. Kapow. The “Sno-Cat” is a catalog put out by a commercial 
manufacturer for a special piece of equipment. 

Mr. BetirNno. I would like to get through these, and then you can 
make your 

Mr. Kapow. I have just as much right to make an answer as you 
have toask a question. I will give it right now. These catalogs from 
the Bureau of Mines are public property. He was going to get one 
that I could send to the mine. That was the extent of his cooperation 
iu that matter. 

Mr. Beturno. A letter dated February 29, 1952, to the United States 
Tin Corp. from Mr. Kadow (see p. 874), in which he states: 

It begins to look like our only hope for an exploration program is to get a dif- 
ferent ruling from Washington regarding the “Consent to Lien.” If Irv can 
bring this about, all will be well, providing he does so in the next 4 to 6 weeks. 

This is further on the exploration loan. 

Mr. Kapow. I spoke on that subject. The consent to lien was finally 
worked out in the proper manner. 

Mr. Berturno. Next is a letter dated March 6, 1952, to Mr. Harry 
Fischnaller from Mr. Kadow (see p. 875), in which he states on the 
bottom: 


ms 


P. S.—On point 6 I think I could get Mickey and Jerry to go up with me to work 
budget. 

That is also to show Lorain’s activities with the corporation, which 
is contrary 

Mr. Kapow. I don’t believe it is contrary at all. Mr. Lorain has 
helped me on many, many occasions to work out engineering and 
financial problems on the basis of advice. That is a part of the func- 
tion of the Bureau of Mines in Juneau. They give all citizens that 
come to them advice about cost and machinery and everything else. 
That is what Mr. Lorain did for me. He did it for more than one. 

Mr. Betirno. Next is a letter dated March 7, 1952, to Mr. Paul M. 
Sorensen from Mr. Kadow (see p. 875), in which he says: 

Everyone in Seattle and Bureau of Mines in Juneau understands that our 
flowsheet is the best we could produce under the circumstances. However, the 
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prophets of gloom” in the District of Columbia say we'll be lucky if we get 
50 percent recovery. They say Bolivia only gets an average of 60 percent, etc., 
ete. I tell Washington, D. C. and all others that we have a good superintendent ; 
and if we have mill problems, he will work them out as fast as anyone could. 
By the way, you didn’t tell me if you think it worthwhile to have Fahrenwald 
there when you start milling. 

I point this one out to show what Washington was saying at this 
time about 50 percent recovery on this mine. 

The Vick CHarrmMan. On the loan / 

Mr. Bexitno. I wish it were on the loan; on the tin. 

Mr. Kapow. I don’t think that is an important letter at all, because 
actually nobody knew then and nobody knows today exactly what the 
recovery can be. The Bureau of Mines’ experts at the time this thing 
started and the Raleigh research station talked about 85 percent re- 
covery, the best research institution in the United States. The Bu- 
reau of Mines at Juneau has gotten as high as 92 percent recovery. 
The Denver Equipment Co. people have gotten eighty-some percent 
recovery. Dean Fahrenwald has gotten 90 percent recovery. It is 
all unimportant and irrelevant because it doesn’t bave a thing to do 
with what you can get when you get a commercial mill. Anybody 
can make an intelligent or unintelligent guess, depending on how 
lucky you are. 

Mr. Bexirno. Next is a letter dated March 10, 1952, from Mr. Gil- 
mour to Mr. Kenneth J. Kadow (see p. 876), in which he indicates 
that they are in a quandry over an item in their accounts receivable 
and other financial details. The letter is only being presented to show 
what the situation was with regard to these books at this time, and 
further that if they were to clean up their bills at that time they would 
have been short $6,000. 

Mr. Kavow. That particular item of $2,400 was a contract item for 
accomplishing the removal of materials from Point Spencer for the 
Bureau of Mines’ accounts. It was an item which had been arrived 
at by public bid. The Seattle office simply didn’t have all the facts 
on it. 

Mr. Beuiino. The next is a letter dated March 12, 1952, to Mr. 
Henry Schaefer from Mr. Kadow (see p. 877), and relates to the 
United States Tin Corp’s business. 

Mr. Kapow. What does it say ¢ 

Mr. Betxino. It speaks about various business activities. 

Mr. Kapow. Let mesee what it says so I can answer it. 

Mr. Betxirno. It states: 

I asked what word, if any, had been received from Erv Hoff. You indicated 
that nothing definite one way or the other had been received. I said I would 
talk to Erv myself and ask that no duplicating calls be made on it. I'll report 
fully as soon as I get the dope. 

Mr. Kapow. What is the subject about, do you know? 

Mr. Betx1no. It is just a note for the files regarding the telephone 
conversation of March 11. 

Mr. Kapow. I imagine that has to do with the consent to lien, which 
have already expl: ained 2 or 3 times. The next is a letter dated April 
, 1952, to Mr. W. L. Gibbon from Mr. Kadow (see p. 877), in which 
A states: 

Corporate authority for me to file a trade and manufacturing site request for 


land. This must be dated prior to August 11, 1951, and refer to me as executive 
vice president. 
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Mr. Kapow. The reason for asking that it be predated because I had 
been to Lost River. I had applied very carefully the provisions of the 
law which make it possible for people to get such a site from the 
public domain, and I didn’t want my corporate authority to be dated 
after the fact. 

Mr. Beiiino. Next is a letter dated April 23, 1952, addressed to Mr. 
K. J. Kadow, from Mr. 8. H. Lorain (see p. 866). It is to show his in 
terest and activity in connection with this mine. 

Mr. Kapow. I can’t answer that without knowing what is in it 
Will you read it? 

Mr. Bevitno (reading) : 

At your request I have read Fahrenwald’s report and have discussed it with 
Wells. Together we arrived at a few conclusions which might be of some value 

Mr. Kapow. Mr. Chairman, these letters aren’t being read so I car 
comment on them. 

Mr. Betirno. There is no comment on this. 

Mr. Kapow. Then why put it in ? 

Mr. Warren. Show it to Mr. Kadow. 

Mr. Kapow. Mr. Lorain has helped a great deal in this thing. 
have told you that already. 

The Vice Carman. How much more do you have? 

Mr. Kapow. You can put that one in. 

Mr. Betxiino. A letter dated April 23, 1952, addressed to the United 


me f 


States Tin Corp. from Mr. Kadow (see p. 878), in which he says: 


Mickey leaves soon for Washington, D. C., where he will do his best to break 
our exploration loan loose. This is more important now than ever before. It 
will make a lot of things possible that otherwise may cause us to close down 
next fall. Ill keep on it, so wish me luck. 

Mr. Kapow. There is nothing unusual about that. He believed in 
it and he helped us explain what the problem was and the need for 
exploration. Everybody here agrees that we needed more exploration 

Mr. Beiiino. Next is a letter dated April 23, 1952, to Mr. Paul M. 
Sorensen from Mr, Kadow (see p. 878), in which he says: 

In about 30 days Spencer will come under jurisdiction of another agency of 
Government and we may have to purchase all surplus we obtain after that. This 
could prove expensive. 

Mr. Kapow. I think the matter of Point Spencer has been gone into 
pretty thoroughly, and it should be clear to all that it is intelligent 
management to use stuff that is otherwise rotting and that the Gov 
ernment wants to be paid for with cash. 

Mr. Betiino. Next is a letter dated April 27, 1952, addressed to Mr. 
Kadow from Mr. Sorensen (see p. 879), in which he states: 

As I stated in my letter of the 18th, I am somewhat confused on these Spen- 
cer buildings. Is there some specific purpose for them and are they included 
in the Arctic housing deal with AHA? 

Mr. Kapow. He was confused quite frequently because he was so 
far removed from where arrangements had to be made and he didn't 
always know what the arrangements were until they were made, and 
that letter is simply referring to that fact. 

Mr. Betirno. And further to show Mickey Lorain’s activity, here 
is a letter dated April 28, 1952 (see p. 880), in which he says: 

In view of the short time left to us for proving our milling process, I heartily 
agree with Mickey’s suggestion in his last paragraph. We should get Fahren- 
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wald, Wells, and DMPA man from the District of Columbia on project in second 
week of June. I’m sure this will do more than anything else to help our cause 
Mr. Kapow. The thing about Mr. Lorain’s assistance is that he did 
everything in his power as a Governmental official to give the service 
that he was authorized to give private citizens. To my knowledge, 
he had no legal responsibility for policing this particular project. 
Mr. Betirno. A letter dated April 28, 1952, addressed to the United 
States Tin Corp. from Mr. Kadow (see p. 880), in which he says: 


i 


I’m a little worried about the station wagon showing up on my personal, 
Juneau office account. They may snoop, etc., on it once they figure it out, but 
I guess it’s O. K. 

Mr. Kapow. That letter I don’t even know I wrote. 

Mr. Betiino. Next is a letter dated May 20, 1952, to Mr. Fischnal- 
ler from Mr. Kadow (see p. 881), in which he states: 


See if you can reduce rents from $420 to about $200 on boy’s deal 


That is the tin processing deal, and it is intended to show that they 
were very active and not just paying them for processing but were 
paying their expenses. 

Mr. Kapow. The processing charge, Congressmen, in its aggregate 
was about the same as the processing charge if this stuff had gone 
the other route. They used it for buying equipment to do the research 
with. They used it to pay expenses incidental to it, including rent. 
They used it for all kinds of things. That wasn’t our business. We 
were paying them to process the material. 

Mr. Beturno. This is a report on the United States Tin Corp., Re 
port No. 3, by Mr. Kadow (see p. 881), marked Furey’s copy, and re 
lates to the situation as he found it at Lost River on the 2d of July. 
You might be able to tell us whether that is July 1952 or—— 

Mr. Kapow. What do you want me to comment on? 

Mr. Beturno. It is a complete report on your arrival there. I 
would like to get in the record what you found and what comments 
you made on it. 

Mr. Kanow. I will have to read it first. 

The Vice Cuarrman. When he arrived there the first time? 

Mr. Beturno. July 2d. He can tell us whether it was the first time 
or a year later. 

Mr. Kapow. Do you want me to take time to read this? There are 
three pages, Mr. Congressman. I can if you wish. It was a report 
that was made up at the mine. 

The Vice CHarrmMan. When was it made? 

Mr. Kapow. I can’t tell without reading it. I would guess just 
from reading the first paragraph that it was probably written in the 
first year. I think so. All it shows is the condition of the camp at the 
time we went up there. 

Mr. Beriino. Next is a letter dated July 28, 1952, to Mr. Paul M. 
Sorensen from Mr. Kadow (see p. 884), in which he says: 

I enclose, herewith, a copy of a letter I received this morning from Nick in 
Washington. This letter points out the necessity of us making certain types of 
reports and gives you some insight into the overall matter of handling the 
Washington end of our business. 

And so forth. 

It further says: 

I have sent Carl Ellingsen to Nome in an effort to locate some more KD panels 
in that area or to find some other structure suitable for our recreation hall. 
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Mr. Kapow. What is your point, Mr. Bellino? 

Mr. Betiino. Any comment you may want to make regarding Mr. 
Kllingsen and the construction of housing for the United States 
Tin Corp. 

Mr. Kapow. No comment at all, except to say that that particular 
transaction had to do with the purchase of KD panels in Nome, and it 
had to do with our movement to Lost River, and Mr. Ellingsen was 
under contract to move them. 

Mr. Betirno. Next is a letter dated just “Sunday,” to “Hi Folks,” 
from Mr. Kadow (see p. 885), in which he says: 

Got a promise from the Governor and board of road commissioners that I 
could have 27 miles of rail. Write me at once at Juneau and tell me what is a 
fair price for the rail for mine uses and what is a fair price for it as scrap. I'll 
have to pay for it but I’m sure I will do O. K. if I know what it should cost. Also 
quote me prices of rail (new) delivered at Nome or the mine. 

Mr. Kapow. What is your point, Mr. Bellino? 

Mr. Bewiino. Just as a matter of record, because you eventually 
did get the rail at the scrap value, and I want to make the story com- 
plete. 

Mr. Kapow. The answer to that, of course, my comment on that rail 
situation is that we bought rail at a fraction of what it cost to buy rail 
new. It was just another example of efficient management. 

The Vice CuatrrMan. We have taken this material in and if there 
is any of it which isn’t relevant, counsel and the staff director are 
authorized to leave it out, taking in such portions as are relevant. Is 
that satisfactory to you? 

Mr. Kapow. Yes, sir, except I wouldn’t care to have him put things 
in there that I don’t know what they are. 

The Vice Cuairman. No. 

Mr. Pierce. There will be nothing added. 

Mr. Kapow. About 95 percent can be taken out. It has no bearing 
at all. I never denied, Mr. Congressman, that I have lots of friends 
and that I talk to them and write lots of letters. 

Mr. Bexuino. Here is a letter addressed to, “Dear Harry and Fred” 
from Mr. Kadow (see p. 885), in which he states: 

Please send me your home addresses. There are times I wish to write you in a 
personal vein and don’t like sending same to company office. 

I think I have just stumbled onto a very good small deal—I learned a few 
weeks ago from Mr. Lorain that mercury is almost as “hot” as tin anu getting 
hotter all the time. United States Government is very interested to get some 
more internal production and will give some very good production contracts. 

Mr. Kapow. What is your point? 

Mr. Beiirno. Your relationship with Mr. Lorain 

Mr. Kapow. The information that Mr. Lorain called to my atten- 
tion, gentlemen, had already been published publicly, a public an- 
nouncement, that the Government was interested in the purchase of 
mercury, and he simply pointed out to me there was an area up in 
Alaska that is hotter than a pistol with mercury. I am a promoter. 

Mr. Betxitno. A letter dated December 1, 1951, addressed to, “Dear 
Bud,” from Dad (see p. 885). This letter has been spoken about but 
has not been put in evidence. It relates to the $5 million financing 
that Mr. Kadow had arranged. They asked him with whom he 
discussed it and how he arranged the $5 million financing. 

The Vice Cuarrman. With whom? 

Mr. Betirno. With the GSA, I presume. 
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Mr. Kapow. That is not a letter from me. That is one of Harry’s 
letters, and I never had any such promise from anybody. Harry 
imply misunderstood what I told him. 

Mr. Bewurno. Here is a letter which is not signed. It is Harry 
Fischnaller’s letter to Mrs. Edgar Tweet of Teller, Alaska, to show 
some of his efforts in trying to sell some of this stock. 

The Vice Cuatrman. What stock ? 

Mr. Betirno. United States Tin Corp. stock. 

The Vice Cuairman. What has that got to do with the situation 
on the loan ? 

Mr. Betiino. The advantage that they were taking of the Govern- 
ment. They were selling their stock at $3 at share on up, making 
money on it themselves. 

The Vice Cuarrman, It was their stock. 

Mr. Kapow. It is personal stock. They have every right in the 
world to do what they want to do with it, No. 1. No. 2, everyone of 
us that held stock in the United States Tin Corp. could have sold every 
nickel’s worth of it at 2 or 3 periods of this development. The fact 
that the gentleman didn’t do it is to me very commendable, because 
I know of at least five operations in Alaska that have Government 
assistance where people have sold the stock, and I don’t see anything 
wrong with it. 

Mr. Betirno. That is all. 

(The material referred to in Mr. Kadow’s testimony follows :) 
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FEBRUARY 23, 1952. 
Mr. Paut M. SoRENSEN, 
United States Tin Corp., Lost River, Alaska. 

Deak Pau: At last I am back in Juneau and I hope I can stay here a few 
weeks. I have much to report, so here goes. 

First of all, I worked hard to get our exploration loan and finally got one 
approved for $226,000 only to learn that the people we are buying the property 
from are not willing or able, don’t know which, to execute a consent to lien. As 
things now stand, we have no exploration program unless I can find a way around 
that bottleneck. Whether we get one or not, we will go ahead with a drift into 
the cupola and another to extend No. 3 adit if our mining and milling tests are 
O. K.—so hold your breath, I enclose a copy of the program they O. K.’d for your 
information and comments. They treated me plenty rough on my costs, etc. ; 
but if I can get it, it will be better than none. 

Your telegram about Hayes was just what I needed for Seattle. It’s hard to 
make Harry understand that all is going along well, since the whole deal has 
long since been over his head. Such being the case he must be reassured about 
every 10 days. As a rule, I have been able to accomplish these reassurances ; but 
the nearer we get to our goal, the more he listens to rumors. In any event you 
and I are still the team to put this deal over, so don’t let him bother you. That’s 
my part of the deal. 

I wired you last night to send 200 pounds of typical ore to Dean A. W. Fahren- 
wald at Moscow, Idaho. This may be a complete waste of effort; but in the 
event we have sliming problems, he will be ready with a desliming answer. This 
may save us time and money if, when we start up, sliming is a problem. Please 
write him a letter giving a sketch of our flowsheet and full details of milling as 
to grind, circuits, etc. Send me two copies of your letter and sketches to him. 
Washington, D. C., has been after me to send up a milling expert with tin ex- 
perience to be on hand when you start the mill rolling. I haven’t seen the need 
of it, since I have great faith in you and Butch. Likewise, I can’t see that a 
man with experience on Bolivian ores would have the answers for our dike. I 
understand it’s very different. However, going on the assumption that I’m 
wrong, I have lined up three men who could come if needed. Let me have your 
views on them. 

(1) A. W. Fahrenwald: He has had some limited tin experience, but is world 
famous as mill troubleshooter. I like him best of all, and he can come on 10 
days’ notice. 
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(2) Salamon Lieb: For several years he was mill superintendent for a large 
solivian outfit. He just came back to States a few weeks ago and will go to mil! 
on 30 to 60-day assignment if he is not on a new job by then. He seems like a 
nice guy and may be helpful. However, he may also be one of those guys that 
knows all the answers. He was awfully sure we would slime all over the lot and 
helped sell the idea to Washington. 

(3) Royal Handy: A consultant engineer now in Frisco. 


He is fairly old and 
retired from some large company. 


Generally he is supposed to be good. I can’t 
find out much more except that Lorain and Herdlick think he’s good, and Haley 
of Great Northern thinks he is overrated. : 
Mickey feels as I do, that Fahrenwald would be very good; but doubts that 
anyone could do better than you and Butch. In any event I wouldn’t want to 
send a man unless you want him and then only after it is apparent we have prob- 
lems. Send me your views by return mail. 
Is the assay laboratory ready to go yet? 
start up. 
there. 


If not, I hope it will be before you 

I am anxious to have you set it up so we'll be sure everything needed is 

Also, I would very much like enough small laboratory equipment so you 

could run various tests of your own from time to time. We just bought a lot of 
stuff from a closed-out laboratory in Seattle. [ll get you a list of same as soon 
as I have it. You may want a few pieces to complete your research setup. Let 
me know your plans for this department. 

Washington, D. C., was still stewing about our water supply. I told them to 
quit worrying, that we had pumped the spring for several hours at 300 gallons 
per minute with no visible effect on the supply. I know I told a little “white 
one”, but you were so sure we had plenty of water there that I just took a chance. 
If asked, I would appreciate something that backs me up if your conscience won't 
hurt too badly. I said we did so in December, and if an actual test doesn’t bear 
me out, we could say conditions are always worse in March; hence, the difference 
in results, 

Hlow goes our new haulage drift? 
needed. 

When you hit the old shaft in late March, what are your plans? Are you going 
to try to pump it down to determine the actual flow or are you going to use it as 
a reservoir? I am standing by to purchase whatever pumps you may order and 
airship them to you if you request. Are the ones you now have in good running 
order? 

Regarding Frost, if you feel as you do about him, I doubt that you should 
hire him back. I had obtained the idea that he was very good. If such is not 
the case, find yourself another. We will probably want to hire Mrs. Tweet’s 
son-in-law as soon as he is available. I understand he is very good. I certainly 
agree our equipment didn’t seem to be working very good. However, I never 
understood why. You lick this problem any way you wish—you are the boss. 
Whatever you do, I’ll back you up 100 percent. 

Your report of February 3 was very good. Please write another about 
March 1 and have it to me by March 15 so I can send it in with our March re 
quest for funds. I must make a report every month as I draw more funds. In 
your March report stress the following: Mill and mine development work, shaft 
and water, assay laboratory, and anything else that seems important. If you 
have any real problems, give them to me separately. A few minor problems 
should be pointed out in your report for Washington, D. C., otherwise it won't look 
real. 

What are your comments and recommendations on Sink-Float? I told you 
that I arranged for a large commercial run, but to date have had no reply. 
Have you written them? If so, send me a copy of your letter to them. 

I expect our auditor to be paying you a visit soon after the middle of March 
or very early April. If he gets there without me, do not let him include the 
lumber, pipe, or ANS housing in our inventory. Hold these items separate. 
Also a Government man, maybe from District of Columbia, will be visiting you 
probably in May; and before he does, I’ll give you full information on my plans 
for No. 3 adit and cupola. You will need to know them so we can plan and talk 
over our budget with him. 

Sure hope you have worked out your air service with Paul or Tom White to 
satisfy your needs. Let me know your plans and commitments. 

Thanks for your report on Ted. Are you getting through to him with radio 
on schedule, etc.? 

I gave your negatives and pictures to the Seattle office to mail you. Have 
you received them yet? 


Hope you will have it under control when 
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How. is new cook and wife working out? If you don’t think they will do, 

t me know; and I'll line up another couple. I have a line on one that looks 
very good. 

Best of luck to you. Be sure and wire me at least once a week as to our 
shaft, mill, and mine progress. I need this information to satisfy constant 
requests for same. 

Regards, ; 
KENNETH J. Kapow. 


ALASKA CONSULTANT & DEVELOPMENT CO., 
Juneau, Alaska, March 19, 1951. 
UNITED States TIN Corp., 
Seattle, Wash. 

DeaR FRED, Bop AND Orners: At last I am a free man; As of the morning 
of the 16th I have established my own office as Private Citizen Kadow, ready to 
go to work on any problems the United States Tin Corp. wants to throw my way. 

To begin with I want to tell you that my new office here in Juneau is located 
in the Twentieth Century Building, on the sixth floor. I have taken over an 
apartment and am fixing it up as an office. In this way I get much better space 
for less money than if I attempted to get regular office space on the ground floor. 

Since returning to town I have been so terribly busy with Government business 
that I have not had a chance to do very much in connection with our tin prob- 
lems. However, I had a nice long conversation with the Bureau of Mines people, 
who as I reported to you earlier, are very unhappy with the thought that we 
might do an operation as small as 25-tons. I assured them that this is not our 
intention and that we will work out something whereby we can put a sound com- 
mercial show on the road as soon as possible. To this end both Mr. Herdlick and 
Bob Thorne have agreed to give me all the help they possibly can to work out our 
program. As soon as Lorain has the time, now just back from Washington, 
I will sit down with the three of them and map our course of action. 

Wednesday of this week I contacted Mr. William Hickson, director of the 
ferritorial Communications Service, and discussed our Lost River communica- 
tion problem with him. Mr. Hickson assured me that his agency would put in a 
100-watt station for us, at no charge to us whatsoever. He would also work out 
some satisfactory arrangement for maintaining and operating it. I think we 
can write this one off as “in the bag.’”’ Bill is a grand person to work with and 
his word is as good as his bond. He tells me that they have plenty of equipment 
on hand and will put the apparatus in just as quickly as we tell them where and 
when we want it. 

Thursday of last week I held a conference with Mr. Hugh Wade and about 
eight members of his staff. Mr. Glen Wilder, director of the Alaska Hous- 
ing Authority was also present at this meeting. The general subject of the 
meeting was the problem of native laborers for our tin operations at Lost River 
As Scottie has reported to you previously, Mr. Wade indicated that the people of 
King Island were to be moved to the mainland this summer if possible. I tried 
to convince Mr. Wade that this afforded a golden opportunity for him to place 
these people in a circumstance which would give most of them year-round em 
ployment if they are able-bodied and good workers. Evidently Scottie had sold 
him on this idea very thoroughly before I approached him with it. Wade prom- 
ised wholehearted cooperation in every way possible. At this point, I sug 
gested the feasibility of the Alaska Native Service taking title to all buildings 
for housing as well as the quonset huts that might be available in the area to 
them. Mr. Wade and Mr. Wilder both agreed that this was a very worthwhile 
step. Recognizing the urgency of time in this whole problem, Mr. Wade dis- 
patched one of his men to Nome immediately and expects the full report of 
what is there within 2 weeks. He has promised to make this report available 
to me immediately upon receipt by him and to inform me of the condition the 
available material is in at this date. Neither the Alaska Road commission nor 
Mr. Wade’s office seems to think that there is very much material available there 
any more, but nevertheless, they will try to find out what is there, and what is 
available. Mr. Wade seemed willing to take all of the responsibility in the matter 
of establishing these natives in homes which the Alaska Native Service might 
try to provide. He did indicate, however, that if new homes had to be built, he 
would be in no position to supply the funds for it. Likewise, Mr. Glen Wilder 
indicated that they were short in funds and could not therefore promise any 
direct assistance to the natives. Wilder indicated, however, that if the United 
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States Tin Corp., as such, wish to sponsor a housing project we could do so 
through him immediately. Before advising you any further along which course 
of action seems most plausible, I think we should await the report of Mr. Wade's 
who is presently on his way to Nome. 

In my discussions with the Bureau of Mines people'I indicated that there is 
a desire on our part to house the new mining equipment in quonset huts. Bot 
the gentlemen present stated categorically that quonset huts would not be suit 
able for this purpose. They pointed out that the design of the mill should be 
Strictly a gravity-flow arrangement planted on the hillside and that quons« 
huts were designed for erection on a flat surface. I pass this information on t 
you for what it is worth, but it might suggest that we would have to build a mi! 
building out of wood with concrete foundations. If such be the case we must, of 
course, make immediate provision to handle it in that manner. Once we find 
out how much more timber there is available in the Lost River area, I will be 
in a better position to determine some way to get control of it. I have already 
Suggested that perhaps the Bureau of Mines might be useful! to us in this matter 
and have found a favorable reaction by them, They stated, however, they did 
not think there was any suitable timber left in the area that was not already 
under the control of the Alaska Road Commission and they had a very difficult 
time obtaining the little bit they already got from them. Apparently the Alaska 
Road Commission is planning to rehabilitate some sort of railroad with the heavy 
timbers; such being the case, they did not hold forth very much hope that we 
could get lumber in this manner, 

I had occasion Friday to talk with Governor Gruening concerning ovr antici 
pated tin operation. The Governor is very enthusiastic and pledged full support 
to it. Outside of moral support, there is not much, however, that the Governor 
himself, can do. 

From the Geological Survey and the Bureau of Mines I have obtained a list of 
men qualified to be general superintendents for our operation. I have already 
written to several of them asking for their qualifications, background, and expe- 
rience along with references. I am hopeful that this list of individuals will pro- 
duce one or two from which we can make a good selection. I should begin to get 
replies from my inquiries within the next few days. 

Apropos to my telephone conversation with Fred, weather permitting, I wil! 
arrive in Seattle Monday. In the meantime, I will try to get full answers to all 
of the outstanding questions that confront us and to come prepared with definite 
recommendations for meeting all of the essential ones. Of course, the most 
important of all is that we get our machinery ordered and on the way as quickly 
as possible. To this end I expect to have a detailed plan that the Bureau of 
Mines thinks is the irreducible minimum of a good operation. I will send this 
to you just the minute I get it. Once it is in your hand, it should be carefully 
compared to the recommendations which have already been made by the Denver 
Equipment Co. The two of them put together should give us a good clue as to 
the right direction in which to move. Please keep me informed of any progress 
by Harry so that I can make my plans accordingly. 

Very truly yours, 



























































































































































































































































KENNETH J. Kapow. 


ALASKA CONSULTANT & DEVELOPMENT Co., 


Juneau, Alaska, March 26, 1951. 
Mr. Fred Furey, 


United States Tin Corp., Seattle, Wash. 


Dear Frep: I was certainly pleased to learn that Harry will be back on sched- 
ule and that he has completed arrangements for the loan. 

Mr. Jerry Herdlick, of the Bureau of Mines, will arrive in Seattle the first part 
of this week. Mr. Ronald Wells, chief metallurgist for the Bureau of Mines, and 
I will arrive on Wednesday’s plane, weather permitting. 

According to plans that I have been able to arrange, these men will be avail- 
able all day Friday, March 30, and at least until noon on Saturday following for 
United States Tin Co. business. There are some very major decisions concern- 
ing our summertime operation at Lost River that will need to be made at once. 
The technical and practical knowledge of these men should help us to solve 
them correctly. 

If it is possible to do so, I would also like very much for a trip to be arranged 
for Mr. Wells to see the run at the smelter at Tacoma while he is in town. It 
is very possible that we will want to get a Government loan to help put that 
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peration on its feet. With the support of Mr. Lorain and Mr. Wells, you will 
have more than half of the battle won. 
Please make reservations for me Wednesday at the Gowman Hotel. 
Looking forward to seeing all of you soon, 
KENNETH J. Kapow. 


DEPARTMENT OF THE INTERIOR, 
ALASKA Roap COMMISSION, 
Juneau, Alaska, April 9, 1951. 
Mr. xe P, TayLor, 
Seattle, Wash. 

Deak IKE: I wonder if I could ask you for a little help and advice? 

You are probably familiar in a general way with the operations of the United 
States Tin Corp. at Lost River, Alaska, on the Seward Peninsula. Heretofore 
they have been concerned with placer tin, but now they propose an expansion 
of their operations in which the United States Bureau of Mines is interested; 
to include erection of a mill and the processing of lode tin. ‘They have asked 
the Alaska Road Commission for some help in regard to road development. 

Mr. A. IF. McIntosh, of 291 Jones Building, Seattle 1, Wash., whom you prob- 
ably know, is the Seattle head of the corporation. He will probably telephone 
you in a few days, and I would appreciate it immensely if you would have a talk 
with Mr. Mcintosh. What I think they want is the improvement of the road 
and construction of a small bridge between the beach and the mine. I under- 
stand that the Tin Corp. has, or will have, at Lost River some constructioa 
machinery such as a Caterpillar tractor and possibly other equipment which 
might be used to improve the road under a cooperative agreement. The Alaska 
Road Commission has some lumber at Teller and North Spit opposite Teller 
which we might be able to use for the bridge. My thought would be that a 
cooperative project whereby the Tin Corp. would furnish equipment and fuel, 
and the Alaska Road Commission would furnish bridge lumber and pay the la 
bor, might work for this locality. 

Mr. McIntosh may also be interested in a road from Lost River to Teller, 
or rather to North Spit across the entrance from Teller. I view this project with 
a good: deal of skepticism; however, you might find out what he has on his 
mind and see if it seems to make sense from their own operational standpoint. 
It is my impression that the Tin Corp. would not have very much need for the 
use of Teller, but rather should concentrate at the Lost River site. 

I would appreciate it very much indeed if you would give me an indication 
of your views as to what could or might be done to help this project along, pos- 
sibly on a cooperative basis. We do not have any equipment or very much 
money to put into it. 

With best regards, I remain 

Sincerely yours, 
JOHN R. NOYEs, 
Commissioner of Roads for Alaska. 


ALASKA CONSULTANT & DEVELOPMENT Co., 
Juneau, Alaska, April 13, 1951. 
Unrrep States TIN Corp., 
Seattle, Wash. 


REPORT NO. I 


Eureka! We now have our general superintendent for Lost River provid- 
ing you folks concur with the contract I have worked up with Mr. Sorensen. 
The Bureau of Mines here is very pleased with him and as you know he was 
suggested in the first place by the Bureau of Mines and the Geological Survey 
in the District of Columbia. I'll write Washington after I hear from you and 
give them full details. Paul Sorensen understands that there is no contract until 
it is returned to him signed by both the president and the executive vice presi- 
dent. He is nevertheless making all plans to be with us June 1, 1951. He is 
designing the mill and will have a complete material list ready the last of this 
month. All this week both of us are working with the Bureau of Mines, 
Alaska Native Service, and Road Commission officials in order to get all loose 
ends tied down. 
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We are busy today lining up our explosives requirements and determining 
proper methods for shipping and storing. We will need about 20 tons to run 
us all winter long. I will handle this one from here since the Coast Guard 
approval of all explosive shipping in Alaska is required. 

I have checked with at least 10 people in Alaska who knew Sorensen’s work 
for about 15 years. Without exception, they say, “He’s the best man we could 
get for the job.” He has never had a labor strike on a job that he was in charge 
of and he gets along perfectly with natives and native labor. Enclosed you will 
find 3 copies of the contract with Sorensen; I wish that you would sign all 3, 
enter both his and mine into the minutes of the corporation and return 2 copies 
to me. He will be in Juneau again in the latter part of the week of April 22 
At that time I will have completed all of the work that he and I can accomplish 
from this end of the line. I will be in Seattle the week of the 29th of Apri! 
and we can nail down all loose ends at that time. 

Regarding labor force I have the following to report: Sorensen has his own 
mill foreman, a fellow by the name of M. EB. Tippetts. He wants a list of Adler's 
qualifications and experiences; thinks he might want him for an assayer on 
lode operation and to help on placer operations. He definitely wants MeDonald 
and I will write him soon to so inform him. 

He feels quite strongly about the need for power tram setup and says he can 
show us dollarwise that in 3 months’ time we would save the cost of the 
locomotive. This he will work up in the near future. In this connection he 
wants our help to locate a (1) first-rate mechanic electrician; (2) powerplant 
expert (he does not agree that we need more than 1; you will recall Bureau of 
Mines wanted 3); (3) a couple of good carpenters; (4) placer operators, I dis 
cussed the merits of Alaskan placer men with those of California and he said 
that where they came from was not half as important as what they know and 
how they handle labor. He wants us to get busy and line up the head men on this 
operation for him. The operation of the jigs and spirals will be under the super- 
vision of his mill foreman who understands them well; (5) he would like us 
to locate a good cook and helper team; (6) a clerk-bookkeeper-storekeeper. All! 
other labor needed he will line up himself using mostly natives. 

When Adler sends in his personal data, have him also send his idea of what is 
needed for an assay job and sampling equipment. I may be be able to get some 
of it through the Bureau of Mines. Sorensen says a good assay job is a must for 
proper control of milling and mining. It will save thousands of dollars if prop 
erly handled. He wants an assayer with tin and if possible tungsten experience 
Both of these are “tricky” and just anybody won’t do. He likes the sound of 
Adler in this capacity and wants to look at his qualifications. Please him to send 
them up to me at once; send two copies so I may have a set to keep without re- 
typing. 

Re ore tests by Denver equipment: Wells tells me that the Denver Equipment 
Co. can’t get to the tests for about 8 weeks. We surely cannot wait that long 
to nail down our equipment. All of the Bureau of Mines people agree with 
Sorensen that the flowsheet we worked out at Seattle will do the job and rather 
than wait too long we should proceed now. In this connection, Sorensen says we 
do not have compressor capacity enough for more than 2 drills and 4 will be 
needed to maintain 100 tons a day on a 2-shift basis. He also stressed that two 
100 kilowatt generators were the least we could get by with. I told him that 
all had agreed on that already, and that we were planning on getting two. Other 
comments about flowsheet and mill design will follow as soon as Sorensen can 
do the engineering on them. I will bring them down when I come on the 29th or 
30th. 

Re surplus property: Enclosed is a telegram to Wade from man sent to 
Point Spencer and surplus areas. Wade, Lorain and I will follow up and get 
everything we can tied up. I am working up a plan for permanent housing, 
ete. including supply center and possible bulk oil handling with ANS. I will have 
more information and ideas when I see you next, too early yet but if we wish 
we can get rid of all three problems if I play my cards right. I’m dealing the 
hand now and will be ready to play it after consultation with all of you. This 
could save us thousands of dollars. 

By the way, we talked about some new tin stationery but nothing was settled : 
shall I go ahead and get it or do you want something special from Seattle? In 
any event you should show on the letterhead offices at Lost River, Alaska: Juneau. 
Alaska, Post Office Box 2554, telephone 1078, and Seattle with your address 
and telephone. If you are going to have it made up there, go ahead now so I 
can bring it back with me when I return from Seattle. 
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Re roads and bridges: I had a long talk with Colonel Noyes about our road 
problems. He sent letter to Taylor, copy enclosed, and asked me to have Bob 
call Taylor. Don't agree to pay anything; plead that you are broke this year; if 
they can’t do what is needed we will have to go without, ete., etc. I can get 
anything I want on contract from Territorial Road Commission and make a few 
thousand for us while I’m doing it. Get Taylor to agree that new road and 
bridge are needed from mine to bay and anything else you can to Teller. 

I'll do the rest from here. Bob should write me a full report on this conversa- 
tion as soon as it is possible afterward for him to conveniently do so. Remember 
we can’t spend a dime this year for road or bridges, too broke. Contact Ike 
raylor, 1908 South 104th Street, Seattle, telephone Renier 4985 

Bob, you gave me the name of a good mechanic who wants to work for us and 
who married a Teller girl. I cannot find his name and address in my file. Will 
you send it on to me so I can write him? It might be that he and his wife could 
both work for us as mechanic and clerk. According to Sorensen, clerk alone 
would be only part-time job. 

Re bookkeeping system for company. Sorensen has agreed to outline procedure 
followed by Hirst Chicakof; says they paid a high fee to have a firm of experts 
outline system for them. These experts specialize in mining problems. I'll bring 
it down when I come and will go over it in detail with Fred. In the meantime, 
Fred should get present books in order to have them O. K.d for taxes, ete. He 
should also complete details for accounts in Seattle, Juneau, and Nome. I'll need 
to open my account here in the near future unless you want me to carry it myself 
and bill Seattle monthly. I prefer the former. 

I cannot think of anything else that I should write into this report except that 
I can sleep again nights since Sorensen has argeed to come with us. With the 
team we have now, nothing can stop us but Uncle Joe across the straits. The 
Bureau of Mines is very satisfied with “your first team.” I suppose that is one 
round of the battle for our side 

Best regards to all. 

Very sincerely yours, 
KENNETH J. Kapow. 


APRIL 18, 1954. 
Mr. JOHN C. REED, 
United States Geological Survey, 
Department of the Interior, Washington, D. C. 


DeAaR JOHN: Both you and Bill Wrather will be very happy to learn that I 
have finally settled on Paul Sorensen as the general superintendent for the 
United States Tin Corp. operation at Lost River, Alaska. Paul will join us 
actively on June 1, but is going to spend very considerable time with me between 
now and then working up the details of this summer’s activities. As nearly as 
| can tell at this time everything seems to be progressing very well with the 
outlook for a good season. 

One of the biggest problems which we have and must find an answer to, 
before we can carry out a large-scale winter lode operation, is the supply of 
water available to us. You undoubtedly know this supply is ample in the sum- 
mertime and thought to be ample in the wintertime. The principal winter 
source on which we are relying is from the mine shaft itself, but Mr. Sorensen 
is definitely of the opinion that this is an unreliable source of water at best 
We have no reliable data on this problem. I am wondering if the United States 
Geological Survey could help us examine this problem in detail this summer 
and advise us to some reliable course of action in trying to find a permanent 
solution to it. Going on the assumption, that our water supply will be limited, 
we are going to take all possible steps to save what water we do have, but even 
with this we would need to develop a permanent source for long-range operations. 

Any help, advice or what have you that you can give, would be greatly ap 
preciated. Please give my personal regards to Bill and keep an ample supply 
for you and your family. 

Sincerely yours, 
KENNETH J. Kapow. 


Apri 25, 1951. 
Mr. Harry FIsSCHNALLER, 
United States Tin Corp., Seattle, Wash. 
Dear Harry AND Oruers: A great deal of progress has been accomplished in 
the last 2 weeks. However, I will not attempt at this time to give a progress re- 
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port since Paul and I expect to arrive in Seattle this coming Sunday and will be 
prepared to go over the status of matters with the board at that time. I will also 
bring up several new points for your consideration and approval. 

Some time during next week I would like to have a board meeting to discuss 
the following company policies : 

1. | would like the board of directors to amplify my statement of objectives as 
set forth in the letter of April 16 to Paul Sorensen. 

2. We should adopt an official company policy with regard to visitors to the 
Lost River mining operations. There will be a few visitors who are authorized 
by the company through this office for whom we will want to supply board and 
room free. On the other hand, there will be visitors who will also be authorized 
but will be expected to pay board and room. In the third category there will be 
visitors who are neither authorized nor have any particular business on the 
project but are there largely for curiosity reasons. What shall our company 
policy be with all groups? It is important that our company establishes a firm 
policy and this is the time to do it. 

3. The problem of staking claims in the general vicinity of our tin operation 
also looms large. It requires definite consideration by the board. As you know 
Paul Sorensen and I have been doing everything in our power to obtain an imme 
diate geophysical survey by the Territorial Bureau of Mines and the United 
States Geological Survey in Washington, D. C. This survey will, among other 
things, follow the granite formations on and off the property. As soon as men 
get into the area to work, it is very difficult to keep new findings a secret. It 
seems to me that we should adopt a company policy covering employees, officers, 
and board members clearly stipulating that any member of the firm staking 
claims in the general vicinity of our tin property must do so on behalf of the 
company. Mr. Sorensen pointed out to me that key employees at Lost River will 
be in possession of detail information long before anyone else in the company 
and if this information adds up well, some of them will be tempted to leave the 
company and stake claims. It has been done many times in the past and most 
companies have policies regarding it. Our company should have a policy fixed 
on this matter now, and all concerned should sign an acknowledgment of the 
policy. I will have some ideas on it when I see you. 

4. The company should consider, right at the start of its operations, a genera! 
liability policy that will cover all people who come on and off the property as 
well as officials of the company traveling on official business, One key officer, 
stockholder or visitor making routine visits on the property could, if suffering 
an accident, put the company out of business. I will have information on this 
when I arrive in Seattle, and would very much like to discuss it with the board 

5. The board should decide immediately on a division of functions between the 
United States Tin Corp. on one hand, the Alaska Native Service on another, and 
private activities on a third. It will be possible by splitting the various types of 
functions to be performed into various groups to bring about many of them 
rapidly and at no expense to tin company. For example, the Alaska Native 
Service is willing to take full responsibility for moving the natives, for putting 
in a commissary for everybody's needs, possibly establishing a restaurant for 
feeding the natives in a manner suitable to them, and last but not least, for es- 
tablishing an oil depot for large shipments of necessary fuel oil. They have also 
indicated willingness to assist on the housing project but I am not sure that we 
can work it out through them at this time. If we can, this would be desirable, 
but if not I shall propose to the company that a private group be formed to put 
the housing project in. This could be worked out in such a manner as to be of 
great assistance and benefit to the tin company. Full details will be given you 
next week, The tin company on the other hand should supply a complete electric 
system for everyone and possibly water but the water can be left until we can 
determine what our source for domestic purposes will be. In my opinion, aside 
from the electric services for the tin company should confine itself almost en- 
tirely to the mining and milling of tin, tungsten, and other minerals. If it be- 
comes involved with unnecessary expenditures, especially if they are debt 
financed, it will impair the credit of the tin company. This should not be allowed 
when additional financing looms as one of the most important necessities for 
rapid well organized expansions. I am hoping that we can go over all ramifica- 
tions of this problem in an official meeting. 

6. Analyzing of the company’s requirements for immediate purchase. All 
information pertinent to a final decision in this matter will be brought to you 
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so that those of you who have agreed to do the purchasing will have the benefit 
of the latest and best information available from this end of the line. 
7. Confirmation of contract for Paul Sorensen. 
I am looking forward to seeing all of you Monday, April 30. 
Very truly yours, 
KENNETH J. Kapow. 


JUNEAU, ALASKA, May 15, 1951. 
Mr. W. L. Grepons, 
Attorney, Fourth and Pike Building, Seattle, Wash. 


DeaR Scorry: Everything going fine here—Paul called me to say that material 
from Hirst-Chicakoff will weigh nearly 30 tons and may require two trips of the 
Forester to get it all to Juneau. It will all come to Seattle on the Baranof 
passenger ship leaving here on the 27th and arriving there the 30th. 

Today I cleared the road deal as follows: Alaska Road Commission will make 
timber available for the bridge at Lost River. Perhaps they will pay us to take 
it to the site. I’ll know in a few days. Please send me the name of our man at 
Teller who would do the hauling for us; if I can get it cleared so I can contact 
him as soon as I know. They are making up materials list now and will send 
it to the man at Nome. Our men will have to contact him for the list. Send 
our man’s name and address at once. 

I enclose herewith a contract we must sign indicating what we must do and 
what the Territorial road commission will do. They will give us $15,750 toward 
completion of the whole project. Remember we are dealing with two outfits; 
one giving us timber and the money to haul it to the job and other giving us 
$15,750 to construct the bridge and road. 

Please see that I have the proper authority to sign this contract with them 
when the time comes; it should be in about a week or 10 days. I should sign 
this contract instead of Paul because it will be easier and quicker for me to work 
it out here in case it is ready for signing when he is not in town. 

Progress in the housing project is slow. I am making the plans over to meet 
FHA requirements; then I will clear with Wildar of the AHA. Hugh Wade 
will soon have a contract ready for approval by the housing company, which I 
shall call the Lost River Homes, Inc. These details I will furnish later. 

Best regards, 
KENNETH J. Kapow. 
AGREEMENT 


This contract entered into this — day of May 1951, between United States 
Tin Corporation, Lost River District, Second Judicial Division, Alaska, herein- 
after referred to as the first party, and the Territorial Board of Road Commis- 
sioners, hereinafter referred to as second party, witnesseth : 

Whereas, the first party has agreed to furnish labor, equipment and materials 
for the construction of seven miles of graveled road from tide water to the tin 
mine of said corporation located in the Lost River district of the Territory of 
Alaska; and 

Whereas, the said road construction is being done in the interests of Roads, 
within the purpose of the Motor Fuel Tax Special Fund, in connection with 
which an allotment up to $15,750 has been made by the Territorial Board of Road 
Commissioners for said project : 

Now, therefore, in consideration of this undertaking herein, it is hereby 
agreed : 

1. First party agrees to assume full responsibility for the construction of the 
said road. 

2. First party agrees that said job will be carried out in a workmanlike 
manner. 

3. Second party agrees to allot $15,750 to United States Tin Corporation for 
said project on a construction progress basis, the first payment to be made within 
thirty days after construction has commenced, with the balance to be paid from 
time to time as the job progresses and as the money is needed. 

4. It is agreed that as the job progresses the Territorial Highway Engineer 
may either inspect said job in person or by his authorized representative at any 
time, with a view of enforcing if necessary, the proper standards of construction. 

In the event of failure by first party to go forward with the job after com- 
mencement thereof, and to fulfill its part of the project, this contract may be 
terminated at the election of the Territorial Board of Road Commissioners ; pro- 
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vided, however, that reasonable notice shall be given to the first party before 
any such action is taken, to enable it to perform in all respects as hereinabove 
stated. 

In witness whereof: the parties hereto, acting by and through their under- 
signed representatives, have subscribed hereto the day and year hereinabove 
first written. 


UnirTep States Trin CoRPORATION, 


By . 
General Superintendent, First Parry. 


TERRITORIAL Boarp OF RoAp COMMISSIONERS, 


By : 
Territorial Highway Engineer, Seconp Parry. 


UniItTep States Trin Corp., 


Juneau, Alaska, May 25, 1951. 
UNITED States Tin Corp., 


Seattle, Wash. 


DeAaR Harry AND OTHERS: Am anxious to hear how you made out back Bast. 
When you get time give me a full report, especially on any contacts you made 
in Washington, D. C. 

I have had several talks with Bureau of Mines officials re exploration plans 
for tin, tungsten, and fluorspar. They all agree that we should prepare a good 
plan for next year, but don’t wish to spell it out until after the summer’s work. 
We will have a limited plan worked out for fluorspar soon, but it won’t be much 
at this time. 

As I expected, we have run into difficulty with the military on getting Army 
surplus from Point Spencer. Hugh Wade and I are lining up our big guns now, 
but I can’t foresee how we will come out at this time. Remembering that my 
housing plans were in reality a plan for obtaining surplus to meet general needs, 
I have slowed down on it until we lick the surplus problem—if and when we 
can. Within a few days I should know if we are making progress or getting the 
runaround. In any event, be assured I’ll do my best. 

First shipment from Hirst has arrived and second is due in here Saturday. 
If all goes well, we will have it on board the Baranof all ready for shipment to 
Lost River. 

Paul expects to hit town on the 29th or 30th and will spend about 4 days here 
and then be ready for his trip to Lost River, unless you want him in Seattle 
before he goes north. 

When is Bob heading north? I trust he will be there around the first, since 
Paul will arrive soon thereafter. 

Regards to all, 


KENNETH J. Kapow. 


UNITED STATES T1n Corp., 
Juneau, Alaska, May 28, 1951. 
Mr. Harry FISCHNALLER, ‘ 
United States Tin Corp., Seattle Office, Seattle 1, Wash. 


Dear Harry AND OTHERS: Apropos to my conversation yesterday with Fred, I 
wish to confirm context of this conversation with this little note. 

1. Yesterday we completed our loading on board the Baranof with something 
like a total of 50 tons. This entire shipment was marked for Lost River and 
will not need to be re-marked in any way in Seattle. 

All charges against this shipment from Hirst-Chicagof to Juneau have been paid 
by this office. The first shipment totaled $298.41 and the second shipment totaled 
$625.67. It is not possible to check off itemized items as listed by the Forester 
since many items are packed inside the rail cars and in other types of containers. 

2. I pointed out that placer miners were available at Fairbanks but they all 
are asking $3 per hour and a guaranty of a minimum week of 70 hours, and they 
were also asking for full payment of board and room. I feel that we can cer- 
tainly do better than this in California. I volunteered to come down or to send 
Paul down to do the actual hiring but Fred indicated that this would not be 


necessar 
go over { 
3. Do 
wants tl 
4. Ih 
able dif 
Until I 
project : 
E 


w.L.G 
Alt 


DEAR 
Territo 
agreem 
port it | 
move tt 
this off 
and I a 
and pay 

Paul 
road co 

Rega 
matter 
tion of 
destroy} 
missio} 


Afte 
of last 
I arri' 
of sno 
equipn 
arran; 
time ¥ 
spent 
turnes 
in wit 
us on 
healt 
by the 
great 
the sI 
make 
the w 
tions 
busy 
over | 
like 
excite 

Re; 
Many 
eave- 
in dr 
grou! 
consi 








DEFENSE PRODUCTION ACT 859 


necessary. Paul is expected in here in the next day or so at which time we will 
go over all personnel requirements and decide our course of action. 

3. Do not forget the motor parts that were sent down by air for repair. Paul 
wants them on the first ship if possible. 

4. I have already mentioned in a previous letter that I have run into consider- 
able difficulty with the military concerning surplus property at Lost River. 


Until I can find a workable solution to that problem I shall hold the housing 
project at abeyance. 


Best personal regards, 
KENNETH J. Kapow. 


JUNE 1, 1951. 
W. L. GrBBons, 


Attorney, Seattle, Wash. 


Dear Scotty: Enclosed please find copy of the agreement I executed with 
Territorial road commission today. In addition to the $15,750 called for in this 
agreement, we will obtain 25,000 feet of timber for the bridge and funds to trans- 
port it to our property from the Alaska Road Commission. Orders to obtain and 
move the timber have already been issued, both by Alaska Road Commission and 
this office. Now we must do the work and collect immediately thereafter. Paul 
and I are perfecting a technique to speed the collection procedure once the work 
and payment is completed by us. 

Paul has a copy of this agreement. I have a signed copy and the Territorial 
road commisson has the original and one signed copy. 

Regarding the location of bridge and road on existing placer claims, this 
matter is being checked out by the Alaska Road Commission. There is no ques- 
tion of their right to put the road in, but the holder of such a placer claim may 
destroy it in the working of his claim if need be. In which case the road com- 
mission will put it back. In no event can a claim owner destroy the bridge. 

Regards, 
KENNETH J. Kapow. 





UNITED States TIN Corp. 


REPORT NO. 2 


Written by Kenneth J. Kadow at Lost River, June 22, 1951 


After having wallowed in the warm stimulation of Harry’s “dividend” pen all 
of last week, the realities of Lost River come as quite a shock. In the first place, 
I arrived in Nome yesterday on a beautiful sunshiny afternoon with not a sign 
of snow or ice in sight. Paul was in Nome picking up some needed supplies and 
equipment parts. He introduced me to a lot of the right people, and we made 
arrangements to return to our property early today, via Point Spencer. By the 
time we got to Spencer, the sun was gone and the temperature near freezing. We 
spent 4 hours looking the place over and freezing to death. When the pilot re- 
turned, we hustled on to Lost River and made it just in time. The weather closed 
in with a first-class storm, which, had it come 1 hour sooner, would have stranded 
us on the point all night. Upon arrival at the mine, we found everyone in good 
health and all working like beavers. Most of the buildings had been damaged 
by the winter, but are rapidly being put in shape for operations. There are still 
great banks of snow in the creek, and the ground is frozen quite solidly beneath 
the surface. Both Bob and Paul feel that a few days of warm weather will 
make placer operations possible, but to me it seems like we are in the middle of 
the winter. I shall be very happy if we actually get under way on placer opera- 
tious by July 1. Wren, who accompanied Paul and I to the mine from Nome, is 
busy with Paul and Bob planning our placer operations. All three of them look 
over @ pile of rocks and gravel and see great possibilities, but I’m getting just 
like a friend of mine in the Seattle Trust & Savings Bank—I just can’t get 
excited. Maybe a little warm sunshine will change all of that. 

Regarding mine development work, some unforeseen problems had to be met. 
Many of the timbers were rotten and the main adit was completely closed off by 
cave-ins. At the present time the boys are about 20 feet from the winze putting 
in drift timbers and a full set of timbers above the drift to catch up the caving 
ground. Paul and Johnny Mulligan, the Bureau of Mines engineer, anticipate 
considerable trouble with rotted timbers and bad ground at the winze station. 
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All in all, the Bureau of Mines men are making good progress and expect to have 
the situation well in hand soon. Just as soon as the winze station is in order, 
Paul expects to pump the winze to test the water supply and to clean up and 
repair the adit beyond the winze station. He will also go forward with other 
development work in preparation for actualy mining. 

Equipment repairs are about complete. Nearly all the machinery is now in 
first-class working order with the notable exception of the truck. Just as soon as 
the proper parts arrive from Seattle, this one will be ready to go also. 

The poles for the new radio have been ready for erection for 5 days, but high 
winds have prevented raising them. In the meantime the old set is being used. 

For your general information, I enclose herewith a copy of a letter I just wrote 
to Tony Sechwamm. The material at Point Spencer has great possibilities which 
you may be sure are not being lost sight of. 

Just before or after I leave here, I will write full reports on placer outlook 
and the proposed increase in the lode mine operation. 


UNITED States Trn Corp., 


Juneau, Alaska, July 3, 1951. 
Mr. Harry FISCHNALLER, 


United States Tin Corp., 
Seattle, Wash. 


DEAR Hakgry, FRED, ET AL.: Enclosed is copy of telegram I sent from Nome on 
the 29th and again today from Juneau. I'll check as to why it didn’t go from 
Nome. 

Do not cut this order, since it has been very carefully figured by Bob, Paul, 
and myself and is our minimum requirement for winter operations. If I am 
successful on Point Spenser materials, we may have some left over; but if so, 
we will use it at once to construct a few huts for native families. I am still 
not in a position to guarantee you that we will get anything from Point Spenser. 
I’m still having my troubles getting the redtape cut. I thought all was well, but 
when I got to Nome on my way home I found that the Alaska Road Commission 
claims ownership of all loose timbers at the point regardless of size. If this 
sticks we won’t have much to work with except the buildings already standing. 
Taking them apart for our use is not going to be easy at best, but it may pay. 
They are well built with double siding and insulation in place. Will write more 
on this later. 

Placer got under way on the 28th with one pump working. The other pump 
was broken, but should be working by now. As soon as boat arrives, we will 
have two setups going full blast. Tractor parts ordered months ago arrived the 
day I left. Also concentrate truck parts got there a couple days before I left, but 
still did not fit properly. The mechanic fixed them up so they would work any- 
way. The truck tires were no good, but I got two secondhand ones at Nome 
for $20 each that will pull us through. 

Placer ground looks very good for first few weeks, but first couple days won’t 
be so good because some of the material worked last year is being reworked. It 
has some value from material washed down the hill. 

In spite of one headache after another, the show is on the road; and if we 
ean keep our “pile of junk” running, we should have a good season. 

I want this to catch today’s mail so will cut and write full report very soon. 

Regards, 
Kennetu J. Kapow. 


P.S.—-Re rock wool insulation in telegram. With oil at 23 to 28 cents per 
gallon, we will pay for insulation in one season or less. The rock wool or equal 
must be installed when building is built or cost will be too high. Rock lath or 
Celotex is for bunkhouses and other living and working quarters. It could be 
held to a later date, but again the cost will be saved in oil in one winter. If 


we are too pressed for money, this could wait till next season, but should be 
done then without fail. 
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JULY 12, 1951. 
Mr. FRED P. Loomis, 
Treasurer, United States Tin Corp., 
Seattle, Wash. 

DEAR FRED: Enclosed please find statement of my expenditures and expenses 
to United States Tin Corp. through month of June. Some of the bills arrived 
in July, but all were incurred in June or before. 

As per the request of our accountants, I have deleted my salary from state- 
ments rendered. This should be paid last of each month from your office along 
with Paul’s. My United States Tin account is building up, and I’m running low 
on working capital; hence, I would appreciate a check as soon as possible. The 
total due me as per statement rendered herewith is $3,082.95 plus 3 months’ sal- 
ary. If we are still pressed for funds, a check for $3,082.95 will suffice until 
Harry gets tin receipts. My salary can wait until next month if this will help, 
but I need the funds indicated above now. 

Best regards, 
KENNETH J. Kapow. 


P.S.—Bad weather and equipment breakdowns have held down placer output; 
but now that boat has arrived with new tractor and parts, we should be going 
good. Paul will send three copies of weekly production record to Henry Schaefer. 
A call about Tuesday of each week to Henry will get the dope from him. My 
next report, soon after 1st of August, will give a detailed picture of entire oper- 
ation. Will write it after I arrive at Lost River to include all last minute 
information. 


JAMES J. H1rt Hore, 
Omak, Wash., Wednesday, July 25, 1951 

Dear Ken: In contidence. Things will probably work out, but I have re- 
sorted to whistling to keep up my courage, figuratively of course. More things 
have happened to alarm me, starting with the manner in which the bank de- 
cided to handle the loan. Agreeing to advance the first $100,000 (capital and 
expense items total) that kept their risk to $10,000. Not an unreasonable con- 
struction considering that we already owed the $90,000, and owed others, includ- 
ing me about $125,000. Each week they expected we would be paid for the con- 
centrates, but each week our debt was increasing. Finally we received from the 
RFC $132,796. We paid off the bank, but only after an agreement with them 
that they would loan us $40,000, upon the remaining tin aud tungsten (worth 
about $50,000). They held up $11,000 with which to pay Wah Chang to whom 
they had given their guaranty. After paying those accounts that we had to 
pay, we had about $30,000 left. After sending $10,000 to Nome we have $20,000 
(about enough to see us through to August 15). Then came a letter from Paul, 
which Fred and McIntosh interpret to mean he must have two 20,000 gallon 
tanks (that one will not suffice) and we have found two at $1,200 each with 
freight and handling $4,000 for the two, or a total to get on the ground set up 
of about $7,000. 

Our balance after that will be somewhat under $13,000, to see us through until 
we can get sufficient concentrate to borrow on. Just when that will be I do 
not know. One thing and another has delayed the obtaining of concentrates 
and foolishly I had led the bank to believe that July would produce at least 
45 tons. I cannot loan them any more money, I still have $63,000 coming. Don’t 
have to have any back at this time, fortunately, and if we had not had so much 
tough luck in the delayed placer operations things would not be so tight. I 
really rather like the plan of loaning on concentrates only, because it keeps us 
from really going too far on expenditures. Perhaps I like it partly because I 
am such a large creditor personally, but truly I like it because we are obliged 
to use at least some measure of caution in spending. 

Unexpected and unplanned for things like $10,000 for lumber, $7,000 for tanks, 
a few extra thousands for locomotive, mucker, sawmill, with their resultant ter 
rific freight bills, extra food and commissary supplies, rather high interest 
charges, and many things I do not now remember have made and are still making 
it tough to make ends meet. We need, above all, an end to any and all additional 
expenditures not already budgeted, and in addition a reappraisal of our regu- 
lar expenses, in the hope that cuts can be made until we are at least breaking 
even. 
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We have the following staring us in the face: 


. Cost of setting up mill (estimate) $25, 000 


. Operating balance of July and all of August 62, 000 
28, 000 


3. Accounts payable (estimate) 


This sum can only be had against concentrates at about $1,250 net per ton 
or about 100 tons. We will really have to move to get the tonnage by the end 
of the next 5 weeks. When we have spent our pitifully small looking $13,000 
balance, we will have spent, in cash, $180,000. This is considerably more than 
was contemplated up to this point to say nothing of the accounts payable that 
have accrued, except for the paying of some $30,000 of real old bills. 

I am bothering you with this in order to show you that it is not all roses 
with me—perhaps some of the others are beginning to think about money—but 
the real responsibility for laying the money on the line has always been up to 
me. I was unable to see my way clear to purchase the $7,000 worth of tanks, 
so Fred Loomis thought they should be sent up, even if he had to loan the 
money to us. 

Am wondering if we cannot all call a sudden halt to further expenditures. 
Am wondering if we would not be better off if we worried a few hundred more 
for you at this time and you in turn remain in Juneau instead of coming down 
here. I can think of no good that can come to us from such a trip, except the 
pleasure of talking with you. Had hoped that this letter would cover anything 
that I might want to talk to you about, and that a long-winded letter from you 
might let you have opportunity to tell us any ideas you have. 

Went to Washington mainly to get the check from the RFC. I don’t know 
how much further delay there would have been. I also wanted to cry on K. C. 
Li’s shoulder about his losses and his charges and plead with him to hurry the 
tungsten treatment. While there I started a little movement toward a bonus to 
American producers. Much too soon to predict outcome, but was encouraged. 

While I think of it, my home address is 1405 East John Street, Seattle (2). 
Between frequent meetings with the chemical boys and or their lawyer, the 
trip to Washington and the constant nightmare of chasing down the required 
moneys, including a 3-day vacation, I have been busy and worried. Think I 
have covered the news and surely the troubles of a tin magnate, but no doubt 
more encouraging things will be in the offing. Wish you would keep us in- 
formed of your troubles as well as your hopes, and if you think the expense of 
a trip down here is justified or advisable, come by all means. 

Paul understands our finances are linked closely with placer production and 
he will do all he can to accomplish our aims. 

I use the figure $1,250 per ton net for concentrates. I mean net so far as 
charges, freight, and losses at Wah Chang’s plant are concerned. I am taking 
the losses of this year as a basis—14 percent of the tin and almost 19 percent of 
the tungsten. The tin loss will be cut because some tin is on hand at the Glen 
Cove plant. The $1,250 figure is therefore not too realistic—probably closer to 
$1,400, so that only 90 tons need be produced to August 30, and, because we start 
out with the $13,000 and still have a $5,000 additional credit at the bank (we 
have only used $95,000) we need only about 75 tons. Because we will probably 
beat the $87,000 in the first two items even less tonnage will suffice. Still another 
ace is in the hole because not all of the bills incurred through August will have 
to be paid by August 30. Still less tonnage will actually have to be mined. 

I mention these figures above so as not to worry you too much, because I 
realize you feel a personal responsibility for everything except the weather that 
has caused us to be delayed in accumulating concentrates. 

My hope is that we will get at least an average of 2 tons of placer concentrates 
through August and September which, including the 20 tons minimum which I 
feel sure we will get in July, will make us 142 tons to say nothing of a possible 
30 tons additional in October, weather permitting. McIntosh, who is here, 
thinks the mill will be operating in late August, and if so, it should produce to 
the 15th of October (probable last shipping date) about 150 tons additional. If 
those things come to pass, some 300 tons will be shipped worth at a minimum 
(even with our loss experience in the past) $400,000 and if the Tacoma plant 
works as well as I have reason to hope for, an additional $400 per ton will be 
realized on such of the material as we keep here for treatment. 

This reminds me—has anything been done toward air handling of the con- 
centrates this coming winter? 


Bear 
over 2K 
problem 
October 
thing a 
money § 

I hat 
he gets 
ments, 
Pennsy 
Mining 
sending 

Wha 

Do ¥y 
Service 

Spence 
have t 
workin 
You 
you kr 
too da 
new cc 
to get 
clear, 
Just 
at Sea 
wit 
and ot 


HEN® 
8 


DE. 
be po 
negle 
to be 
He w 
stage 
it’s t 





DEFENSE PRODUCTION ACT 863 


Bear in mind, also, that from the 15th of October to December 31, something 
over 250 tons will be produced if things go well, so that there will be no financial 
problems through the winter. If we should happen to get the breaks from 
October 15 right straight through the winter and spring and early summer some- 
thing around 1,000 tons will accumulate, so that there should never again be a 
money shortage with us. 7 

I hate to bother Paul at this time with my fluorspar troubles, but right after 
he gets the mill operating I must have his cooperation on samples, table experi- 
ments, etc. It is now worth $57.50 per ton. The Alcoa people as well as the 
Pennsylvania Salt people will have men up there. Also I think the Newmont 
Mining Co. will have an engineer or two on the ground—perhaps K. ©. Li will be 
sending an engineer or two, as well. 

What do you hear about the Territorial geophysics men? 

Do you think you would have any luck along the line of the Alaska Native 
Service getting permission to “borrow” the buildings and supplies at Point 
Spencer—with the understanding that when our emergency was over they could 
have the stuff back, or could sell it to us if the selling machinery was then 
working? 

You probably feel that our bank has let us down. Felt that way myself, as 
you know, and had toyed with the idea of going elsewhere. Gave it up as being 
too dangerous—might make it worse at our own bank, if we failed to make a 
new connection that was better. Think it will all work out, so no need for you 
to get scared, since I will be staying in there pitching. But once we are in the 
clear, thoroughly, financially, will certainly dump it all in your lap. 

Just occurred to me that perhaps you have business other than Fin. Co. matters 
at Seattle and if so, disregard my suggestion that you postpone your trip. 

With best regards and warning you that I will be following up on the fluorite 
and other matters, 

Sincerely, 


AvueustT 14, 1951. 
HENRY SCHAEFER, 
Seattle Trust and Savings Bank, Seattle 1, Wash. 


Dear Henry: Yours of the 9th to Paul finally arrived at the mine. It will not 
be possible to give you analyses of the ore for some time to come. Paul has 
neglected all nonessential activities for the most pressing functions in order 
to be absolutely sure we have this mine running at the earliest possible date. 
He will not have the assay lab working until he starts his mining or until late 
stages of the mine development work. This policy has my complete approval— 
it’s the only one that will keep us well ahead of our problems. The chemist is 
helping on a variety of jobs and is proving himself generally useful. 

We're expecting a plane in today—if it arrives I will be off to Nome to try and 
get some vital equipment parts. Our radio receiver has been on the bum and 
for more than a week we have had no outside contact except by plane which 
has been sporadic. Three planes one day and then none for several days. With 
good weather they are in and out of here constantly. 

Placer report is enclosed. We're doing much better now that we have moved 
down creek. Making due allowance for weather and equipment breakdowns we 
should average at least 1 ton per day. If we could ever keep our tractors run- 
ning we might even do better. I’ve gone over this whole show very carefully 
since I arrived and I’m completely satisfied that Paul is on the ball every minute 
and that we will succeed without a doubt in our major objectives. Our poor 
showing in placer is due almost entirely to poor values in the ground. To date 
our best “takes” have been on last year’s tailings on the downstream material. I 
think there is lots of good placer here yet but nothing like the ground worked 
last year. In volume of dirt worked as nearly as I can learn we are putting 
through 2 to 3 times the material sluiced last year with much lower takes. Once 
in a while we hit a little dirt that has not been worked and it necessitates a 
cleanup 15 or 20 minutes, This was common last year but an event now. If we 
get a cleanup every 2 hours we are very happy—that nets a little over a ton of 
concentrate. I’ll bring down a few concentrate samples for analysis at U. of W 
By the way how goes our deal with them? 

I'll be in Juneau all of next week. Write me there if you wish. 

Regards, 
KEN. 
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UNITED States Tin Corp., 
Juneau, Alaska, August 16. 

DEAR FRED AND Harry: Received the following telegram today: “must have 
Size of bearing and rings for Hercules engine. Furey.” 

This was in answer to our letter and telegram (11th) on the same subject. 
This office has no records of the engine or pump numbers other than that shown 
in our letter of July 30. In our telegram of August 11 we gave the numbers 
taken from the connecting rods of the Hercules engine. We have no parts book or 
record from whom this machine was purchased and both should be on hand 
here for the Hercules, the Wakasha engines and the pumps. Without 
this information it is impossible for us to give more complete details than we 
have given without tearing down the motors and calibrating them. Certainly 
the people that sold this equipment to us have records that should permit ready 
replacement of parts by referring to their parts lists. If such is not the case 
please get us a parts list for the motor in question having model JXC % x 44 
serial 976151-S39110. 

Fred, you were absolutely right in sending the 2-inch belting. It is for 
machine shop equipment and other small motors. We're certainly pleased that 
you stuck to our order. 

Your list of accounts receivable is going to have to be reconsidered as a 
policy matter immediately. Mr. Ernie Smith, Butch, Tippets, John Tunis, all 
hired by Paul, were promised transportation and expenses. Les Caudell was 
hired by Harry and promised all expenses from his home here. Mr. Wren was 
hired by Harry and me and promised transportation and expenses both ways. 
This is a part of his written contract signed by Harry. Dean Bellman was 
hired by Paul and me and promised expenses both ways. The above informa- 
tion is general throughout camp and all men expect the same treatment. All 
native labor understands that the general custom of the area and this company 
in the past is being applied again this year; namely, that they get expenses to 
and from the job provided they stay the full period for which they were em- 
ployed. All employees understand that if they quit they must pay their return 
passage and expenses, but if fired we must pay it. According to Territorial law, 
whether an employee quits or is fired the employer must pay all expenses to and 
from the job; however, this law is not generally enforced unless the employee 
takes it to court in which the case the employer is automatically stuck. In view 
of the above information Paul will pay expenses of all employees to the job and 
if they stay out the period of their contract will pay their return expenses. This 
is standard policy throughout the Territory. If you do not agree please let me 
know at once and Paul will try to collect unless the employee was hired with 
transportation and expenses paid as a part of his contract. 

Mickey Lorain and a Mr. Cooley of the Alaska Road Commission returned with 
me to the mine today. I went to town to get some emergency parts for the 
“cats,” and to make absolutely sure I did not miss Lorain. We will hold a 
series of conferences here through Sunday, then Mickey and I will talk to the 
military in Anchorage and to Giglione in Juneau. If all goes right I’ll be able to 
give you a very interesting report in about 1 week. 

As of this morning we have produced a total of 24.63 tons of concentrate. 
We are definitely averaging around 1 ton per day now. We have three trac- 
tors running now but the water in the creek is so low that we can use only one 
setup. We are using every bit of water possible and do not have enough pipe 
on hand to make another setup farther down the creek. As soon as it rains again 
we will have two setups working. The ball mill is now in place—other heavy 
equipment will be next in line. Lorain is greatly impressed by the progress 
made, also very worried about our winter water-supply problem. He doubts that 
the winze will make anywhere near enough water to put through 100 tons. I 
expect to get all the pipe possible from Point Spencer. If we get caught short of 
water we may be able to pump some from spring if there is enough there. 

As of today we have 53 men in camp on our payroll not counting me, and 7 
Government men without Lorain. They are sleeping in tents and every spot 
possible. Our dining room is jammed full. Morale is high and everyone seems 
happy. Several men have gone to Nome on the sick list but they always hurry 
back when the doctor O. K.’s their return. 

That’s all for today. Paul will report placer output end of week as usual, 
and I will give a full report of my efforts when I tie the blue ribbon on them. 
Write me at Juneau all of next week. 

Regards to all, 


KEN. 
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UNITED STATES TIN CorP., 
Juneau, Alaska, August 18. 
UNITED STATES TIN Corp., 
Seattle 1, Wash. 

Deak Harry, FRED, AND Bos: Enclosed is a breakdown of the bills presently 
due and those for which bills will be received in the very near future. They 
total $5,943.98. The payroll for the month at the mine is expected to total $19,000, 
Our payroll is now running between 50 and 60 men daily and continue at this 
level till at least the middle of October when it is expected the mill will be about 
ready to go. 

Placer output continues at about 1 ton per day average with water as our 
limiting factor at the present time. As soon as it rains again we will try to run 
another setup. We now have three tractors going with fourth about ready. Elec- 
tric tram and the mucker are now ready for use and will be used in about 1 more 
day. Severe! timbers have to be moved before it can negotiate the adit. 

Lorain and I leaving for Juneau today. Weather permitting we should be 
there Monday or Tuesday. 

As of now we have about 26 tons of placer. If nothing interferes like a flood 
or major breakdown we should have about 31 or 32 tons by the night of the 22d. 
Allis going very smoothly here with every man knowing and doing his job. 

Regards to all. How is Bob by now? 

KEN. 


Untrep States Trin Corp., 
Juneau, Alaska, August 27, 1951. 
Mr. FrepD FUREY, 
United States Tin Corp., Seattle 1, Wash. 

DEAR FRED ET AL.: This will confirm our telephone conversation of a few 
minutes ago. 

(1) You told me $20,000 was being deposited in Nome and asked that all bills 
be paid in Seattle. I pointed out that this was not workable and would injure 
our credit position in Nome. I agreed that Northern Commercial, Alaska Air- 
lines, and Mrs. Tweet could be paid from Seattle until we get our finances 
straightened out, but then they, too, should be paid from Nome. I will instruct 
Paul now to send the three accounts named above to you for payment. You, on 
the other hand, should deposit at least $2,000 more to our Nome account to meet 
small emergency requirements. 

(2) I reported that we would lose several of our very best men unless I lined 
up housing for their families. This I will do and will handle the financing so it 
will not create a burden on the tin company. I will keep my expenditures within 
the amounts I raise for the purpose. Harry does not have to worry about 
this one. 

(3) Within a few days we should have word on our winter water-supply 
possibilities. We all have our fingers crossed. I have gone ahead and made a 
topog map and am having Bureau of Reclamation design a dam to store 50 million 
gallons of water, ice free, in case we find our supply too little. This could be 
built first thing in the spring; and if we learn it soon enough, we might get some 
done this fall so as to catch all the early spring water and thereby insure a full 
reservoir. The next 2 weeks will tell us a great deal. 

(4) Placer continues at the rate of about 1 ton per day, with water our limit- 
ing factor. We hope to run two setups if we ever get some rain, but not too much. 
When I left we had most of the tractors running, but Lord only knows how 
long that will last. 

(5) Lorain was greatly impressed and pleased with our progress. Is going 
to make a strong report to D. C. outlining entire picture to them. He has O. K.’d 
most of the exploration program I outlined in my report. I will have it fully 
documented and ready for company action in late September. 

(6) Let me know as soon as possible what you can get an angle blade for our 
D-7 for. Contrast this to a pull grader—the kind you hook on back of tractor 
and pull along. We will need one badly this winter, and I can get it from road 
commission funds. Give me dope as soon as possible. 

Regards, 
KENNETH J. Kapow. 


P. 8.—Enclosed please find my bill of expenses for July. I have paid same 
and need early reimbursement. 
Regards, 
KEN. 
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Ave6ust 31, 1951 
A. F. GHIGLIONE, 


Commissioner, Alaska Road Commission, 
Juneau, Alaska. 

Dear Mr. GHIGLIONE: Pursuant to our recent conversations regarding the trans. 
fer of surplus timber and supplies now situated at Point Spencer, Seward Penin- 
sula, I request the following for use at the Bureau of Mines development project, 
Lost River tin mine, Seward Peninsula: 

500 round poles 35 to 50 feet long 

60 round poles (butts) 8 feet long 

30 12 x 12 inches, 12 x 14 inches, or 12 x 16 inches, 20 to 30 feet long 
18 8 x 8 inches, 16 to 20 feet long 

20 8 x 18 inches, 16 to 20 feet long 

23 6 x 8 inches, 18 feet long 

50 6 x 6 inches, 12 to 20 feet long 

35 6 x 12 inches, 20 to 24 feet long 

100 4 x 12 inches, 20 to 24 feet long 

350 4 x 4 inches, 16 to 20 feet long 

350 4 x 10 or 12 inches, 16 to 20 feet long 

1,200 2 x 6 inches, 16 to 20 feet long 

All miscellaneous siding and light lumber (uninventoried) 
2 100-gallon galvanized steel tanks 

3,000 feet of electric cable 

All uninstalled iron pipe (not inventoried ) 

All uninstalled wood stove pipe (not inventoried) 


The above material is requested for use in developing large reserves of highly 
strategic tin and tungsten deposits in the Lost River district. The Bureau of 
Mines will arrange for immediate transfer of the material to Lost River. Such 
items as are suitable will be available to the use of the Alaska Road Commission, 
for bridge and culvert construction to service the Lost River tin-tungsten 
operations. 

If the above request contains items that are required for other uses by the 


Alaska Road Commission, I suggest that you remove such items from your trans- 
fer authority. 


Yours very truly, 


S. H. Loratrn, 
Regional Director, Region I. 


{Handwritten note: Harry et al.: This report just arrived. Placer sure is 
disappointing. September 4.] 


Unitep States Tin Corp., 
Lost River, Alaska, August 25, 1951. 


Progress Report: PLACER; CONSTRUCTION ; MINE 


PLACER 


Operating time available week August 18-25 ____________ 140 hours. 
Operating time moving material through sluices on a 2 
mnitt; Deter ee ia BES BO 135 hours. 
Lost time mechanical failures._.._.t.c...c.c.c......._____ 5 hours. 
OConcewbraths Heedwunee sii ae 4.694 tons. 
Comments: 


One setup only was in operation throughout the week. Low water in the creek 
made it necessary to recirculate water for operations. Sufficient pipe is on 
hand for but one setup under these conditions. This low water condition held 
for 3 days. Heavy rains and floods prevented making a setup for the following 
2 days. Clear weather and freezing in the hills again dried up the creek. 

Only two pumps are presently available. The repair parts for the Hercules 
pump-engine assembly arrived only on the 24th. The camp water supply engine 
broke down and it was necessary to put one of the Wakashaw engines on this 
pump. The Hercules engine is being repaired as rapidly as possible. Any 
attempt at double setups is not possible until this job is completed. 

Of the 4 Caterpiller tractors only 2 are presently operating; 1 D-6 and the 
D-7. One D-6 has a broken main support and the D-8 has broken links in the 
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clutch. This latter item is due entirely to weakness in the structure and not to 
operation or maintenance. I have been informed by reliable people in the 
Caterpillar organization that this type of breakdown in the new D-S is becoming 
quite common. Parts are on order and repairs will be effected on their arrival. 

Regarding placer ground: That area, commonly called a bench, between the 
“Cat” repair shop and log cabin has been put through the sluice boxes. Results 
were quite discouraging. Quite definitely the outlook for favorable placer 
ground, to be worked by present methods, is quite dim. At every opportunity 
the ground in the gorge below camp is being pushed to higher elevations for 
later sluicing. 


CONSTRUCTION 


Construction work on camp and mill is progressing quite satisfactorily. Ball 
mill installation, one vibrating screen installation, Humphries spiral installa- 
tion, 1 elevator installation, have all been completed excepting laundry which 
will be installed after the building is completed. 

The heavy timber foundation for the 150-ton fine ore bin has been completed 
and bin is being erected. i 

One vibrating screen and concentrating table installation are well underway. 

Foundations for setting the deisel-electric units and compressors on solid 
rock is about completed. 

Construction of sawmill is underway. A bench saw with a 9-inch cut has 
been built from scrap picked up around the premises. This bench saw will 
permit the ripping of timbers, up to 8 inches, down to sizes required. 

Repapering the main camp buildings, on the outside, will be completed this 
date. 

The first snow of the season fell on August 22. 


MINE 


On the evening of August 25 we holed through to the winze station on the 
No. 3 adit level. Some of our worst fears were realized. The conditions at 
the winze station are quite bad. Until we have removed some of the rotted 
timber and caved ground and caught up some of the large heavy boulders, hang- 
ing over the station, it will be impossible to really inspect and estimate the 
amount of work and timber needed to open up to get down the shaft. A 
reconnaissance survey, made by myself and Cunningham, of the Bureau, reveals 
the fact that the drift and station has caved for a horizontal distance of at 
least 80 feet, full width of the vein and at least 40 feet high. The whole place 
is in terrible condition and our survey was extremely hazardous. The shaft 
collar is covered by caved material. However indications are that, before the 
shaft collar was sealed off by falling timber or large rocks, that considerable 
quantities of caved vein matter had gone down the shaft. What damage has 
been done below the level can not be determined, or even guessed at, until we 
have caught up the caving station and cleaned and retimbered it. I cannot at 
this time give you an estimate of time required to do this. We just do not 
know how the ground is going to react until we start disturbing it. 

However work of this nature is extremely hazardous and slow. Only a very 
few men can be used and they must be experienced in heavy ground. I am 
attempting to get several of this type of men from outside now. Just any- 
body who claims to be a miner won’t do. We won’t only kill them but they 
will take some good men with them. We are sure we can catch up this ground 
and do it safely. However it is going to be slow and expensive. It is going 
to require large amounts of heavy timber. There is not enough timber here 
to care for the immediate mine needs and the mill construction. Unless the 
proposed plan of timber procurement materializes soon we will have to ship a 
considerable quantity of heavy stuff from the States on the next boat. I 
should know as soon as possible so we can prepare an order for timber ship- 
ment in time to make the last boat. 

It is too early after entering the winze station to formulate a plan for pro- 
duction if the station requires a rather long time. We are thinking about it 
and examining different plans. We will, in all probability come up with some 
workable plan before many days. 

I do not wish to make this report sound too gloomy. There are no insur- 
mountable obstacles in sight. To overcome those presented however will take 
time, and thus money. The timetable laid out for me last May is already shot 
to pieces. This latest development throws it further out of line. The job 
can be done and will be done but it takes time. Please believe me, these things 
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in bad ground just cannot be rushed. Experienced underground men won't try 
it and inexperienced men who might try won’t live. 
Very truly yours, 


PAUuL M. SoRENSEN, 


Unirep Srares Tin Corp., 
Lost River, September 8, 1951. 

I will not have time at this sitting to send you a full report and since I’ll be 
in Seattle in a couple of weeks I trust it will be satisfactory. I leave in about 
1 hour for Teller and then back to Pt. Spencer for 5 or 6 loads of material, ete. 

Now for the important part of this report: Work here at the mine is coming 
fine, although there is much to be done before we freeze up for the winter. We 
have had ice several times already and all the hills around are covered with 
snow. Our placer season has been a great disappointment to many of us but it is 
now abundantly clear that the ground just doesn’t have enough tin in it to jus- 
tify the inefficient costly method we are using to recover it. Just as soon as we 
work the gorge below camp all our possibilities with existing methods will be 
over. Paul, GS and Bureau of Mines as well as some of the leading placer men 
of this area feel that we may have a great deal of value in our slopes but much 
cheaper mining methods will be required and thorough sampling must precede 
our mining efforts. Since the boys left the creek bed for work on the so-called 
benches they have been putting through as much as 25 to 30 cubic yards an hour 
but as our last week’s record shows we just aren’t getting the concentrates. 
Unless we are ordered to the contrary we will stop placer operations for this 
season as soon as we finish working the gorge. This will probably be by the 
15th to the 20th of September. However, we will continue working down the 
creek until the values drop too low. We will probably have all answers before I 
leave here. 

Now for the mine: The situation at the shaft station is even more serious than 
I realized when I got Paul’s telegrams a few days ago. I assumed his message 
meant that the Bureau of Mines work would be held up, but it meant this and 
a lot more. The shaft has been sunk in the lode as you all know but material 
for nearly 100 feet above the shaft has broken loose and a large portion of it 
appears to have fallen down the shaft. The ore has given way both directions 
from the shaft for as far as can be determined, at least 50 to 60 feet on each 
side. Because of this situation no blasting can be done in the mine at this 
time until all this ore has been cleaned out and the balance caught up. Like- 
wise no water can be pumped from the shaft until the ore is caught up and the 
shaft cleaned out. No one in camp will venture an opinion on how long it will be 
before we can test our water supply or continue our mine development work. 
The Bureau men and Paul agree that at least 60 days will be lost and that 90 
days could be required for the work. The work is very dangerous and calls for 
only experienced men. We and the Bureau are sending in three or four at once 
to push the work with all possible speed. 

The meaning of all of this is, of course, very clear, we must take careful in- 
ventory of our position and requirements at once and change our financial setup 
to meet the situation. The inventory requirement on our loan must be changed 
since we can’t possibly be in production before the first of the year and then only 
if we have plenty of water. When I come down I will have a fairly accurate 
estimate of the entire situation and will be sufficiently documented to present all 
the facts to those concerned. In the meantime keep your chin up, this show is 
going along very well but guesstimates of placer and the speed of mine develop- 
ment work were unhappily all against us. Once this mine is in production there 
is no doubt in any one’s mind but that it will be a very fine deal, but even in 
this our one great hope let’s be very realistic and expect the worst. All our 
plans should be calculated on a conservative basis and our finances set up 
accordingly. 

Between now and the end of the month we should all do our best to think 
our problem through in the light of the above facts. 

Regards to all. 

KEN. 

Please excuse this typing—machine isn’t working well. 
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ALASKA CONSULTANT & DEVELOPMENT Co., 
Juneau, Alaska, Tuesday, 9/18/1951. 

DeaR Harry, FRED, ET AL.: Just a short note to let you know that I have the 
beaches in Spencer piled a “mile” high with things we need now or will need 
in the future. I have lumber, iron pipe, wooden pipe, electric cable, BX elec- 
tric cable, telephone wire, houses and Pacific huts, iron rods and strips, iron plate, 
nails, bolts, electric fixtures, 80 octane gas for our outboard motor and many 
other items too numerous to mention. When I come down I'll try to have some 
idea of the replacement value to give you a better idea of its value and also 
with the hope that it may help us with our financing. 

By the way, I don’t remember if I asked Caudell to have you and other mem- 
bers of the board O. K. Paul and me to write checks against a new account at 
the Nome bank called United States Tin Corp., special. This account is the one 
I’m using to finance all the things I’m doing. I need lots of leeway and not too 
many people in possession of all the details. When I get through this fall, I'll have 
everything done I set out to do and I hope a little money left over. So far I’ve 
been on the point 9 days and no barge has been here to haul away a thing. I sure 
agree with Paul the Lomen service is awful but we've had lots of wind and 
that may be the reason. I’m going to the mine today and then to Nome. If I 
don’t have news of the barge. My whiskers are even getting gray trying to keep 
this end of our show running smoothly. 

The progress here is great, but we sure aren’t getting all the breaks so far as 
the mine is concerned. I can’t stay here much longer so maybe I'll get someone 
to take my place here and be in Seattle fairly soon. I'll wire my arrival date. 
Keep your chin up, I still say we got a first-class winner. 

Regards, 
KEN. 


NOVEMBER 16, 1951. 
Mr. R. D. MAson, 
General Services Administration, 
Washington 25, D.C. 

Dear Mr. Mason: Now that our audit is complete, I would like to process as 
rapidly as possible a new Y-loan contract to meet our immediate, short-range 
financial requirements. Since we will have a sizable payroll to meet on the 1st 
of December, I would like to once more ask special consideration of our case. 

I am still not pleased with our books, but all necessary steps have been taken 
so that in the near future we will have the records needed to give a full and 
accurate picture of our operations. The loss in our net worth from May 81 
through September 30 should be fully recovered when we have completed a de- 
tailed reallocation of our expenditures to proper accounts. As pointed out by 
our auditors, we placed most of our expenditures in operations; but since pro- 
duction was held up through no fault of our own, we must now reallocate a large 
portion of them to mine development, which must be capitalized. This will be 
done as soon as possible. In any event, it will be a slow procedure because of 
difficult communications at this time of the year with our mine at Lost River, 
Alaska. 

I confess that when I talked to you 3 weeks ago I did not realize we had so 
many accounts outstanding. However, I trust you will recall that I was very 
careful to label all the figures I gave you then as “guesstimates.” I sincerely 
hope they will not now stand in the way of our actual requirements. I enclose 
herewith a complete list of all our outstanding accounts as of November 1, 1951. 
All of these are now past due and should be paid in full; consequently, I have 
listed them as a requirement for funds in November. 

We are still very hopeful that we will be mining and milling in February, as 
stated to you in my letter of October 9, 1951, although the Bureau of Mines in 
Alaska has expressed the view that it might take 15 to 30 days longer than my 
original estimate to reach water. Accordingly, I have considered their views in 
setting up the following flowsheet of monthly financial requirements until con 
centrates are available to secure monthly draws. 
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TABLE I.—F low sheet of funds required until draws can be secured by concentrate 
production—United States Tin Corp. 
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1 Audit. 


If we are unable to obtain water in February for milling we will cut back to 
a standby operation until water is available in June. Under these circumstances 
our requirements would be the same as set forth in the flow sheet above (or 


perhaps less if the water situation is ascertained in January) with the following 
additions: 


TABLE II.—Flow sheet of financial requirements from Nov. 1, 1951, through 
July 1952 


= . Payroll, ad- 
orrowe! ministrative 

money out- Interest j|expenses, and — dollar 
standing miscellane- 
ous supplies 


; 2) 113 
524, 176 2; 184 


553, 550 10, 459 


Two very essential facts must be kept in mind. They are: 

1. Just as soon as we are in production it will be necessary to establish a very 
large “revolving fund” secured by concentrates. This will be necessary because 
concentrates can only be shipped in the summer months and after shipment must 
still be processed and sold. These last 2 functions will probably require at least 
3 to 4 months after arrival in Seattle before cash is received by us for the 
concentrates. 

2. We must order our supplies for an entire year no later than July 1952. In 
the budgets I have presented herein no 1952 major supplies are considered. Pro- 
vision for them must be made just as soon as we prove our operation. A year’s 
supplies with freight, insurance, and handling charges will approximate $190,000. 

In view of the fact that we expect full production in February and have prom- 
ised to expand to 300 tons per day as soon as we have proven our project feasible, 
it does not seem logical to project our financial needs further at this time than 
we have herein. 

Again reminding you of the urgency of our situation, I am 

Very truly yours, 
Unrtep States Trn Corp., 
KENNETH J. Kapow, President. 


This is a complete list of accounts outstanding and past due as of November 1, 
1951. 
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United States Tin Corp. 
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Horet NATIONAL, 
Washington 6, D. C., November 18, 1951. 

Deak Harry: It really is too early to give you much real information on ac- 
complishments, but as I said when I left: ‘No inf is good news.” 

I enclose herewith two letters to Mason that speak for themselves. Now for 
progress report : 

(1) No one is arguing about my 968,000 exploration program so far as the 
amount is concerned so Mickey and I have devised a little strategy: We argue 
like hell on everything but always give in to them. If they knock off 2,000 or 
3,000 feet of drilling at one point we add it at another—so far we still have 9,000 
feet of drifting and 37,000 of drilling. I'll probably have to rewrite the entire 
deal, but when I do it will go through like a breeze. However, it will take a 
long time yet. 

(2) I have just about sold everyone here on a brand-new method of financing 
our immediate and other capital needs. Mason agrees with me that Fed. Res. is 
too damned “stuffy” to work well with on a project of this nature. He also 
agrees that our interest charges are getting awful big. The new scheme goes like 
this: It will be an advance on concentrate production and should be at lower 
interest if any at all. It will be direct from GSA. I’m trying to get them to 
carry this same philosophy over to actual production on this basis. We are pro- 
ducing for the stockpile. Once produced, there is no reason why we shouldn’t 
have an advance on it even if it is at the mine. So far they agree that it is a 
good plan. They also agree that we would not have to pay any interest on such 
a deal. This could mean as much as $25,000 per year if I put it over. Wish me 
luck. 

In any event they have finally accepted my enclosed budget with following 
conditions : 

(1) Must pay all bills outstanding as they come due starting with a 100-percent 
clean slate as of November 1. 

(2) Must install tight controls over all funds. 

(3) Must complete allocation of funds to bring some real meaning to our finan- 
cial statement. This must be done when I come back here in February. 
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(4) They are very pleased with our executive committee and the background 
of its members. 

(5) Each month we must submit a certified copy of our expenditures during 
the month and our bank balance. 

(6) Must have an audit every 6 months. No more audits like the first we 
got from T. N. B. and 8. They have agreed to a change in auditors, but not 
without considerable convincing. (Have agreed to everything wanted.) 

Haven't had time to work on smelter yet but expect to find out what our 
chances are as of Monday or Tuesday. 

Mickey as usual has been of great help to us—as well as to Rafin’s deal. 
Rafin has exploration loan but ran into trouble on other. 

Relax ; everything is under control. I'll come up with a good answer by end 
of month so we can meet all obligations. So far I’m very confident I’ll get a 
good deal. 

Have executive committee vote me authority to sign contract with Government 
to borrow up to $300,000 for mine and mill] development. I'll need this soon. 
Also, while they are at it, have them modify my present authority to sign ex- 
ploration contract up to $1 million. It won’t be more, but it may be less. Send me 
six copies of each right away. I don’t think I'll get exploration loan for a long 
time but other one will be next week if all goes well. 

I expect to take Irvin Hoff and new assistant secretary Rose and wives out 
to dinner one night before I leave. He’s our man for exploration loans. Iry 


has been helpful as usual. 
KEN. 


UNITED STATES TIN Corp., 
Juneau, Alaska, December 8, 1951. 

Drak Harry: Enjoyed your note and appreciate your speedy reply on Wah 
Chang treatment charges. Hope you wired same to Mickey Lorain. 

As things now stand here I'll have all decisions reached by Monday p. m. if I 
can keep things on schedule. (Tell your son Joe I may need a treatment for 
ulcers unless I can get a little more speed here. ) 

This is what I think I can put over: 

(1) Assured financing by GSA through July. As yet my schedule of ex- 
penses— it’s ample for all needs. 

(2) Increased contract to total at least $3 million. 

(3) Agreement that as soon as we get mining and milling parts, we will be 
able to renegotiate entire contract if we wish. 

(4) Nothing fixed on price—use same language we now have—this gives us 
Straits price f. 0. b. New York. It’s about $1.20 now. They are playing this 
price war for all they are worth. We can’t break it now, but as soon as world 
price is set I believe we can have what we need. However, in order to get a fixed 
price above market we must prove that we need it. This will be hard to do for the 
first few years. However, I have one important unit JDOMPA agree that our price 
should be about $1.35 per pound so maybe I can get it later. 

(5) Once we are in production we can get a revolving fund of any size up to 
$700,000 with our new contract. They haven’t made up their minds what they 
want to do on that yet. I’m trying to get part payment at the mine for our con- 
centrates. I think I can put this over if I have more time so may leave 
revolving fund unsettled for now. 

(6) Am doing nothing on smelting until we mine and mill. 

(7) Exploration coming very well. Expect between 750,000 and 900,000 but 
not till January. See you next Sunday. 

Regards, 
KEN. 


P. S.—Am planning to arrive Seattle next Saturday night. If I make it we 
ought to have an informal meeting of all interested stockholders for a full de- 
tailed verbal report. It’s mighty interesting and complicated, and I don’t want to 
have to tell the story 20 different times. If you call a meeting ask Cliff if he 
wants to attend. 

KEN. 


Enclosed copy of very important letter. From now on this is our bible. Have 
copies made for my use—five in all.—K. 
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UNITED STATES TIN Corp., 
Juneau, Alaska, March 13, 1952. 
UNITED STaTEs TIN Corp., 
Seattle, Wash. 

Dear HeENryY AND JAy: I have been holding the check for $2,425 as a “wind- 
fall” and as per our agreement. Looks like we need it now. I certainly don’t 
understand how we managed to get $6,000 in the hole. There must be something 
wrong someplace. When I arranged the financing for this winter, I saw to it 
that we had an actual surplus over all our recorded obligations plus anticipated 
needs of about $5,000 per month. Paul must be building up his Nome account. 
There certainly better be a good answer to this one. If we can’t budget better 
than it looks, we had better take some drastic action. 

In any event, do not show any such obligation over our funds on hand on your 
February statement. If you do all hell will break loose in D. C. 

I want to know from Henry and Spence if this shortage is due to orders from 
the mine or from old bills that were not listed or cleaned up at the end of 
January. 

When can Spence go to the mine? We must get this thing straightened out 
before we get in too much deeper. If we can’t operate on $29,190 per month at 
this stage of the game, we must, at once, start looking for and plugging all holes. 
I don’t understand it unless we undershot our winter supplies. Have Spence give 
me his schedule for Lost River so I can plan accordingly. 

Enclosed please find copy of my letter to Lomens and Bureau of Mines’ check 
for $2,425. 

Regards, 
KENNETH J. Kapow. 


Unirep States TrIn Corp., 
Juneau, Alaska, February 25, 1952. 


UnitTep States TIN Corp., 
Seattle, Wash. 


Dear Henry, Scorty, AND Harry: In order that all concerned be fully informed, 
will you please see to it that I get copies of all letters written that should interest 
me and actions taken by the Seattle office, including copies of executive com- 
mittee and board minutes. I, of course, will do likewise with all actions or let- 
ters from here that may interest Seattle. 

I am at the present time preparing a complete file of material related to the 
present status of our exploration loan for Irvin Hoff. This will not be ready 
to go out until Wednesday or Thursday of this week, and when it does I’ll send 
a file to Seattle on it. I’m not asking Hoff to take action; but unless we can 
get Ballinger to let us help him get some more trustees quickly, I see the possible 
need of letting Hoff and Magnuson talk to Oscar Chapman and Mittendorf on 
our behalf. 

I still feel that we should get this loan if it is at all possible, rather than try 
to do all that is necessary out of our operating budget. 

Do not take any action on this one until I can talk it all over in detail with 
Lorain. He may have a better answer. I gave him the problem yesterday, but 
it may be 2 or 3 days before he is ready to discuss it with me in detail. I would 
like to know, in the meantime, whether Lost River Tin will consider some new 
trustees if this is the only route we can take. Mickey feels that since the “con- 
sent to lien” is a part of the law, we will probably have to get it before we can 
have a dime of exploration funds. Even though we may not need the funds for 
30 to 40 days from now, we must nevertheless try to get this matter cleared 
up soon so we can act when we want to. Please make one more try with Lost 
River Tin Corp., because this is the logical and correct route to take if we can. 
Since Nome has no judge at the present time, this action would be taken at 
Fairbanks and can be done quite fast, so I’m told here. 

Henry, will you please go over all the bills with Jay and get them paid up as 
soon as possible. If you haven’t heard from Paul yet, wire him your wishes 
in case he hasn’t sent the material. This morning he wired he received the first 
mail he has had in 38 weeks, and that by dog team. He also indicated ne was 
down 190 feet with 180 feet timbered and keeping right to his schedule. 

Just as soon as possible send Paul a complete list of all equipment we pur- 
chased from Manganese Products Co. He wishes to complete his laboratory 
so he may run some test work on grinding, milling, sliming, etc., of ores he en- 
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counters. He now has most of what he needs, but a few items are short. If 
we don’t have what he needs on the list, he can let us know. 
I’ll be phoning you the last part of this week. 
Regards, 


KENNETH J. Kapow. 


UNITED STATES TIN CorP., 
Juneau, Alaska, February 26, 1952. 
Mr. Pavt M. Sorensen, 

United States Tin Corp., 

Lost River, Alaska. 

Dear Pau: I enclose herewith material obtained by Mickey regarding the 
“Sno-Cat.” Also a copy of my letter to the company indicating further interest 
by us. I doubt that we will want or need one of these things if we get the road 
we are now planning on and can keep it open. With a good road we should ob- 
tain a six-wheel drive, 114-ton truck, and I believe we could go any place and do 
almost anything. What do you think? If you concur with me, what would your 
recommendation on a truck be? What model and what size? Is there any chance 
of fixing up that good, low, six-wheel job we got from Spencer provided we bought 
a new motor for it? I think the one I mean is a Dodge. It appears to be in ex- 
cellent condition so far as running gears are concerned, but the motor I’m sure is 
shot. Give this whole deal some thought, and I’ll talk to you about it next time 
I'm at the mine. 

Davis of Bureau of Public Roads will be in to see you very soon. This outfit 
won’t believe the appraisal put on our road outlook by Alaska Road Commission 
80 are sending in their own man. Do your best to get him behind our road to 
Teller Mission. Also, be sure he considers carefully a road in the riverbed versus 
a road on the sidehill as plotted by Wilson. I think the riverbed will be the 
easiest to maintain. 

Regards, 


Kennetu J. Kapow. 


Untrep States TIN Corp., 


Juneau, Alaska, February 29, 1952. 
Unrtep States Trn Corp., 


Seattle, Wash. 

DeaR HARRY AND HENRY: Paul is shipping 200 pounds of ore to Idaho and 
200 pounds to Bureau of Mines at Juneau. Both will run various tests on milling 
and sliming. Juneau Bureau people very confident that our flowsheet is good and 
that little sliming will result if we properly cut materials from the cirewit. 
Mickey says the secret to our problem is to get the metal out of the circuit as 
soon as it is free from the ore. He thinks it will nearly all be free at minus 
10 mush. They have run a few tests on a limited amount of our ore and are 
quite confident of the results to be obtained. It is most reassuring to talk 
with them. They have recently had a full report on all details from their 
man, now out on vacation, and have nothing but praise for Paul’s management. 
I know you will be pleased to hear that. 

It begins to looks like our only hope for an exploration program is to get 
a different ruling from Washington regarding the “consent to lien.” If Irv 
can bring this about, all will be well, providing he does so in the next 4 to 6 
weeks. After that it will be too late to help us this year. Mickey has indi- 
eated that he will make an attempt to get more money to at least look at the 
granite dome. If he could succeed, we would be very foolish to take any kind 
of a loan. He thinks he has a 50-50 chance of getting money if we don’t have 
a loan. I don’t think his chances are that good; in fact, I think they are less 
than 27-75. Be sure that Irv does not overlook the chance to help Mickey get 
money direct if he can. It’s a much better deal for us. Let me know full details 
of Irv’s efforts as soon as you hear. 

Regards, 
KENNETH J. Kapow. 
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UNITED States TIN Corp., 
Juneau, Alaska, March 6, 1952. 
Mr. Harry FISCHNALLER, 
United States Tin Corp. 
Seattle 1, Wash. 

Deak Harry: This is a little follow up on yesterday’s note regarding manga- 
nese. I have been in touch with people at Whitehorse again. I believe I could 
get a deal along these lines : 

1. We could get an option to purchase in 2 or 3 years with right to mine and 
explore during interim period. 

2. We would have to do assessment work on claims each year, including sum- 
mer of 1952 on all claims. It would amount to spending $2,000 to $3,000 on 
property, 

3. Purchase price to them would be about 40 percent of stock in new company 
to be formed. This company would have to mine at least 2,000 to 3,000 tons of 
ore per year until suitable tonnage had been located and then increase opera- 
tion to minimum of 100 tons per day for 300 days per year. 

4. We might oven do better, but it would depend on the kind of money we put 
into the deal, 

5. I have several leads out for financing, ete. See what you can do and keep 
me posted. 

6. I may be able to get a good size foreign contract with Japan. I know they 
need it badly. If it looks like we can put this “baby” together, we should have a 
good engineer look at it and figure capital needed for year around operation. 

Regards, 
KENNETH J. Kapow, 

P. S.—On point 6 I think I could get Mickey and Jerry to go up with me to 
work budget. 


Ken. 


Mako 7, 1952. 
Mr. Pau M. SORENSEN, 


United States Tin Corp., Lost River, Alaska. 


Dear Pau: I have taken the matter of our school up with Alaska Native 
Service and Territorial officials. The Territory has no money to work with now, 


so we'll have to stick with ANS for some time to come. According to their dis- 
cussion with me, they will replace Cy next year. We must tell them by June I 
how many students to expect. We should be in a very good spot to do that no 
later than May 15 or 20 after I’m at the mine and go over the problem with you. 
If we have enough students, they will put in a couple, if not, a single teacher or 
a teacher whose wife can be your secretary if you still want one. If we have 
40 students, they will probably put in a larger school—this time at their 
expense. 

Regarding insurance for you: As things now stand, only I am covered be- 
cause you have not gone to Nome and had your medical yet. Just as soon as you 
complete the forms I left with you, that policy could be used by you to cover 
yourself with double indemnity in case of accidental death. If you pay the 
double indemnity premium yourself, that portion of your policy could go to Cy. 
It will cost you $1.25 per thousand and would cover everything except suicide 
and poisoning. If you want this, be sure and let me know at time you take 
your physical. Once we get into production, if the outlook is good, I'll try te 
get a group plan of insurance for all of our employees on which, 

1. The company will pay 40 to 50 percent of the premium, and 

2. The rates will be very low. 

3. Accidents will be included. 

Until then you better cover Cy by the method suggested above. 

I couldn’t call the company anything at this time. We must show some 
results first. After that any just and reasonable plan will make sense to them. 
Until then I don’t even want to discuss vacations with pay, but I know we'll 
have to provide them for our men on steady jobs. I’m relying on you, Paul, 
to keep our men setisfied the best you can until our future is clear. Once we 
know that our mine is good, I’m sure everyone in the Tin Co. will do their utmost 
to make a job with us interesting, profitable and safe, with all the usual trim- 
mings of insurance, vacations, and retirement plans. I’m also sure I would get 
nowhere with such programs now. 
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Everyone in Seattle and Bureau of Mines in Juneau understands that our 
flowsheet is the best we could produce under the circumstances. However the 
“prophets of gloom” in the District of Columbia say we'll be lucky if we get 50 
percent recovery. They say Bolivia only gets an average of 60 percent, etc., etc. 
I tell Washington, D. C., and all others that we have a good superintendent and 
if we have mill problems, he will work them out as fast as anyone could. By 
the way, you didn’t tell me if you think it worthwhile to have Fahrenwald there 
when you start milling. I’m inclined to wait until you see if you are going to 
have any outstanding problems. If you do, it would be smart to call him in at 
once because after a few days with you and your problems he could go sutside 
and send you the proper equipment or materials to lick them. If we make such 
moves for you, they may be wrong and hold us up further. 

Back to ore concentrations: District of Columbia people say our ore isn’t 
much better than 1 percent and that we may get a 50 percent or 60 percent re- 
covery and produce about a 40 percent concentrate. If such were true, we would 
be in trouble. When I tell them we expect 2 or 3 years operation on 2 to 2.5 
percent, or better, with 80 percent recovery and a concentrate of over 60 per 
cent, they just smile as if I were “nuts.” I suppose every time I talk to them 
for any period of time I pick up some of their pessimism. You just can’t imagine 
the problems you'll help me solve when you turn in some good, positive results 
along the lines I’ve indicated. “Boy, oh boy!” My job will be a picnic after 
that. 

Do you still expect to break into old shaft by 25th of March or can you beat 
it some now? Seems to me you aren’t far away now. Let me have your present 
appraisal of that situation. Also, how long will it take you to be pumping after 
you get there if the shaft is open and full of water? 

I’m still anxious to know how your new cook and helper are working out? 
Is that deal going all right, or should I keep my eye open for cooks, etc. 

I think I’ve answered all the problems and questions you have raised. If not, 
come again. 

Best regards to all, 
KENNETH J. Kapow. 


SeaTrLe Orrice, March 10, 1952. 
Mr. KENNETH J. Kapow, 
President, United States Tin Corp., 
Juneau, Alaska. 

Dear Mr. Kapow: We are in somewhat of a quandary over an item in our ac- 
counts receivable in the amount of $2,425. Stokes can’t remember where you 
told him it came from or what it is for. The paramount question is—can we col- 
lect it? 

The next problem is the Lomen-Point Spencer bill. This is the way we have 
it figured from this end: 


Balance in Nome special__ 
Recent deposit to above (aero fund). _--.-_-- “ 


Total " 7, T54. 31 


As you can see, this leaves us just $2,249.84 short of being able to pay their 
bill of $10,004.15. The next step would be for HRF to go to Lomen and see how 
much of the $2,249.84 he can recover. He will need all the arguments that you 
have against the fairness of the bill. 

February was a month of many bills so the financial picture requires a little 
budgeting of our accounts payable. As it now stands, if we had to clean up all 
our bills today we would be about $6,000 short. 

Any information on the $2,425 and your arguments and opinion on the Lomen 
bill will be greatly appreciated. 

Best personal regards, 

J. J. Gitmour 
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Unrrep States Trin Corp., 
Juneau, Alaska, March 12, 1952. 
Mr. Henry SCHAEFER, 
Seattle Trust & Savings Bank, Seattle, Wash. 

DeAR HENRY: Just a note for the file regarding our telephone conversation of 
March 11. 

1. I asked what word, if any, had been received from Erv Hoff. You indicated 
that nothing definite one way or the other had been received. I said I would 
talk to Erv myself and asked that no duplicating calls be made on it. I'll report 
fully as soon as I get the dope. 

2. Station wagon arrived O. K. last Sunday. 

3. I asked if interest this month would be the same as last and you so indi- 
cated. We do not pay interest on GSA funds until later. 

4. I requested that you and Spence make up full report of our funds for 
January and February, leaving out a detailed accounting of money sent to mine 
if such has not yet arrived. Simply show what you sent to mine by listing check 
of transmittal. Indicate it is for payroll and local supplies, and let it go at that. 

Paul has requested $17,500 for March expenses. 

5. If our Seattle account, after listing all bills, shows a balance more than 
$10,000, I want you to encumber some funds for two 300-gallon-per-minute water 
pumps and to send me a travel advance of $2,000 as permitted by the GSA con- 
tract. If our balance does not exceed $10,000 in all Seattle accounts, then the 
above isn’t necessary—you indicated it wouldn’t. I hope your’re wrong because 
it should by now. 

I said I would write Lomen’s to settle the old account with them. This I’ll do 
very soon and send you copies. 

6. I told you I had an oil price of $13.50 per barrel and expected a good contract 
on lighterage. I will write Lomen’s also asking what they will do for us. 
Before I settle on a course of action, I'll contact the executive committee and 
make sure I haven’t overlooked any important angles. 

7. Iam going to Anchorage next week to work out details, as best I can 
without money, on our housing program, etc. Wish me luck—I’ll need it. 

8. Ore has been shipped to Fahrenwald and to lab in Juneau. We should hear 
from Fahrenwald soon. 

Regards, 

KENNETH J. Kapow. 

P. S.—Lend me by return mail the Lomen special account—the one I’m to 
settle—I’ll need it to write my letter. Thanks. 

Ken. 


AprIL 1, 19&2. 
Mr. W. L. Grsson, 
Attorney, Seattle, Wash. 


Deak Scotty: In order to complete our trade and manufacturing site request 
for land at mouth of Lost River, I need the following : 

1. Copy of articles of incorporation of United States Tin Corp. 

2. Corporate authority for me to file a trade and manufacturing site request 
for land. This must be dated prior to August 11, 1951, and refer to me as execu- 
tive vice president. 

For our records the application is on file properly at Fairbanks and Juneau. 
It carries my letter dated August 11, 1951, and is now assigned the following 
identification : Fairbanks—serial 09177. 

As soon as I hear from you, I will file application for survey as the next step 
to patent. 

Thanks. Best regards, 

KENNETH J. Kapow. 


APRIL 23, 1952. 
Mr. K. J. Kapow, 
Juneau, Alaska. 


Dear Ken: At your request I have read Fahrenwald’s report and have dis- 
cussed it with Wells. Together we arrived at a few conclusions which might 
be of some value. 

The report is limited to a very careful sizing test which, at this stage, probably 
is the most effective work he could have performed. To us, this test indicated 
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that, perhaps, the 14-mesh screen, which handles the ball mill discharge in the 
present flow sheet may be too large. That is the relatively small amount of 
liberated gangue at minus 14 mesh might result in an overly large circulating 
load in the ball mill circuit ; therefore it might be wise to be provided with a 

ete screen before operations start so that you could make the change without 
elay. 

Fahrenwald also makes the point that the present flowsheet might render 
it difficult, if not impossible, to maintain proper pulp dilution in the ball mill. 
It seems to me that this point is well taken. I would think that this sitnation 
could be taken care of by installing (or being ready to install if necessary) a 
dewatering device, such as a homemade drag classifier (or a cyclone), in the 
return circuit from the jig and spirals. 

With regard to Fahrenwald’s comments about classification ahead of spirals, 
Wells tells me that he has talked to the chief test engineer for Humphrey who 
told him that he has not been able to prove, experimentally, that spiral per- 
formance is improved, materially, by a classified feed. We all know that by 
generally accepted principles it should be improved by classification but I would 
be willing to take experimental proof. 

With regard to the need for more work by Fahrenwald we agree that there 
does not seem to be much more that he could do at this time. However, I would 
suggest that in view of the need for proving your point to DMPA within the 
short period of operation that appears possible, it might be most desirable to 
get Art to visit the plant and make an independent report on the operation after 
the mill is started. Wells would like to have the chance to be on the property 
with Fahrenwald and I have told him that he could go if it is all right with you. 

Yours sincerely, 
S. H. Loran, 
Regional Director, Region I. 


UnNrtTeD States Tin Corp., 


Juneau, Alaska, April 23, 1952. 
United States Tin Corp., 


Seattle, Wash. 


Hr Forks: Enclosed is copy of telegram I received from Paul yesterday along 
with my reply after consultation with Bureau of Mines. Also enclosed is my 
letter to him of this a.m. Time is rapidly running out on us, and we must now 
take every step possible to assure continuity of our operation once we start the 
mill rolling. As I see it, we cannot now count on turning a wheel before June 1 
although we may be able to get under way at least two weeks before that date. 
In any event Paul will be ready to go at once when he gets water. Money spent 
between now and then will not be wasted since every dollar will be one less that 
must be spent after we turn the wheels. Mickey leaves soon for Washington, 
D. C., where he will do his best to break our exploration loan loose. This is more 
important now than ever before. It will make a lot of things possible that other- 
wise may cause us to close down next fall. I'll keep on it, so wish me luck. 

Through Mike Monagle I learned that Ballinger asked Robertson what steps 
he must take to get two new trustees. He wants the administrator of the O’Brian 
estate as one of them and the administrator of the Grimm or Crinn estate as the 
other. Mike said the chances of getting trustees appointed that were not ac- 
ceptable to the majority stock interests was very small. I told him I would like 
to get a couple Alaskans appointed who I thought might be helpful; but he said 
if stockholders didn’t like them, they could tie up all their actions, etc. I'll take 
another sounding on this matter soon and let you know what I learn and what 
can be done. 

Keep your chins up. We'll lick this business yet. 

Regards, KENNETH J. Kapow. 


APRIL 23, 1952. 
Mr. Pavut M. Sorenson, 
United States Tin Corp., Lost River, Alaska. 


Dear Pav. I guess we don’t live right. I certainly felt sure that we would 
get enough water to run an effective airlift, but now that we know such is not 
possible we must plot a new course of action. 

Keep sinking the shaft as rapidly as possible. See if you can’t make an in- 
centive plan that will keep this work moving at maximum speed. Otto and the 


other two 
on our wé 
like to cc 
some othe 
me wonde 
You ca 
preparati 
I wire 
on Point 
wired yo 
drifting 
you wisl 
under j 
purchast 
Needle 
but in a 
from qu 
plete ar! 
we mus 
our nor 
so you 
a few hi 


Mr. Ke 
Pr 
DEA! 
the ins 
Airline 
balance 
throug 
now & 
two dc 
held 
25th. 
our be 
a win 
badly 
vatior 
I re 
of ow 
tinue. 
here ° 
wate! 
not k 
speec 
foun 
tensi 
know 
over 
care 
of tl 
cem¢ 
opin 
to e 
opin 
tion 
that 
it fi 
O 
had 
to 1 
the 





DEFENSE PRODUCTION ACT 879 


other two shaft men wanted to discuss some sort of plan with me when we were 
on our way to Teller, but I told them to take it up with you. If possible I would 
like to compete shaft work and drifting on the —80 level in time to work out 
some other winter water supply if we must. The low level of the water makes 
me wonder if the supply won’t be low also. 

You can keep the balance of your miners busy on the new haulage drift or on 
preparation of the stopes, whichever you think most essential. 

I wired you today to abandon completely your efforts to get the four buildings 
on Point Spencer hauled over. I’m working this out with Mrs. Tweet. I also 
wired you to get enough timber so you could be sure to complete the shaft and 
drifting work to water. You can get it from Spencer or North Spit, whichever 
you wish ; but get it as soon as possible. In about thirty days Spencer will come 
under jurisdiction of another agency of Government and we may have to 
purchase all surplus we obtain after that. This could prove expensive. 

Needless to say I’m having real budget headaches. I think all is going well, 
but in any event cut the force back as far as you can and still keep all key men 
from quitting. Also don’t cripple the shaft sinking work. I’m trying to com- 
plete arrangements for our exploration loan; and if I do all will be well, otherwise 
we must penny pinch until we get our full budget back again and can resume 
our normal program. I suppose you will get all set up on water pumping, etc., 
so you can start the mill the first time you have water in the creek. It may run 
a few hours a day long before it runs a steady flow. 

Best regards, 
KENNETH J. Kapow. 





Lost River, ALASKA, April 27, 1952. 
Mr. KENNETH J. Kapow, 
President, United States Tin Corp., Juneau, Alaska 


Deak KEN: I went into Nome on the 22d to see the doctor, take the physical for 
the insurance, and to try to run down some freight lost or misplaced by Alaska 
Airlines. We located some of the freight, buried in the snow at Teller, and the 
balance in the Alaska Airlines freight room in Nome. They had informed us 
through Ted Duffield, that everything had been delivered. They have no more 
now as everything is going to Weins. The insurance required examination by 
two doctors so the Nome man secured the assistance of the Army doctor. They 
held me over 2 days on the examination so I did not get back to camp until the 
25th. On the day I returned the Alaska Airlines made the mail run, landing at 
our beach camp. On the takeoff they apparently tried to bank too steeply, caught 
a wing or ski, threw the plane upside down back onto the field. The plane was 
badly wrecked, one occupant unhurt, and the other is in the hospital for obser- 
vation. We came in right behind them but landed easily on the upper field. 

I received your telegram of the 23d while in Nome. I wired you the results 
of our drilling experiment and that, in my opinion, it was not advisable to con- 
tinue. After we finally got through the area we were cementing while you were 
here we made pretty good progress for some distance without losing the drilling 
water. We then encountered another broken area that was bad. We just could 
not hold the water and we could not haul water fast enough for and drilling 
speed. We had to cement every few feet. We finally got the hole down and 
found the water about 115 feet below the drilling station. I have had rather ex- 
tensive experience, under quite a variety of conditions, in the use of airlifts. I 
know quite a few of the tricks and tried them all. We could not exceed much 
over 10 gallons per minute from that hole. There is not enough cement here to 
care for 4 or 5 more holes. To haul water for drilling the holes was getting out 
of the question. To fly cement in and take the time necessary for drilling and 
cementing would put us way up into May. To purchase and fly in casing is, in my 
opinion, prohibitive. We tried to view this problem from all angles and I tried 
to evaluate all advantages and disadvantages of trying to continue. In my 
opinion the cost, lost time from other pressing work, the inconclusive informa- 
tion we would get unless we put in 10 or 12 holes as a minimum, and the fact 
that we would, in all probability, have water in the creek as soon as we could get 
it from the holes, led me to the decision that continuing the drilling was unwise. 

On my way to Nome I had the pilot fly low over Spencer. The storms we 
had, of which you had a taste of the forerunner, have covered the buildings up 
to the eaves. I was very glad you made arrangements for Tweets to take over 
the moving job. Word was sent to me however that there was so much snow, 





880 DEFENSE PRODUCTION ACT 


inside and outside, to be shoveled that they would be able to get but two build. 
ings. I do not know what your arrangement with them is, or where they were 
to deliver the buildings. We have no place prepared here in camp for them and 
cannot of course prepare places until after the breakup. We will probably have 
to park them some place below camp and out of our way. As I stated in my 
letter of the 18th, I am somewhat confused on these Spencer buildings. Is there 
some specific purpose for them and are they included in the Arctic Housing 
deal with AHA. 

You will recall we had started an overhaul job on one D-16 and a repair job 
on the D-8. We were waiting for some small parts for completing these jobs 
when you were here. It was these parts that I finally found at Teller under 
the snow when I got out of here last week. The lack of these parts, coupled 
with weather up until the 21st, has prevented us from getting the cat you left 
at California Creek. We expect to have that cat back here tomorrow or next 
day. We will then start hauling from Spencer if we can locate anything to 
haul. Flying back and forth over the peint on the 22d I could see nothing. I 
think I remember where some stuff is so will go over, by dog sled, to show them 
where to dig. If we can locate anything now we will have time to move quite 
a bit across before the ice softens up. We can haul from the Spit or along the 
shore after it is too late to cross the ice. 

I wired you we had started the shaft work again. There was some timber 
repairs at the 200 station and some guide repairs necessary. This has been 
completed and sinking started. The balance of the underground crew is being 
used on preparing mining ground and on haulage drift. This work alternates 
so that we can get the most out of the men on the shift. We won’t have rail on 
hand to go much farther with the haulage drift. When we have reached the 
end of the rail on hand we will have to start from the surface, pulling the rail 
from that part of the completed drift underground to use from the surface. 
By the time we are ready to start from the surface the weather should be mild 
enough to cause us no undue delays or difficulties. When we make the connec- 
tion we will of course have to pull rail from what is now the main drift to put 
in the new drift, or wait until we can ship in more rail. 

Since we cut back we have had 29 or 30 men here but an average of only 26 
or 27 drawing pay. The others have been ill and off work. 

I think we have the buildings braced now to withstand additional snow. How- 
ever we have had a new snowfall of 7 inches during the past 18 hours but no wind. 
If it starts blowing this new snow will probably pile in on us. 

We are getting pumps and pipelines prepared to start pumping from the creek 
just as soon as water shows up there. Everything but water is ready to start 
milling operations. 

Kindest personal regards, 

Very truly yours, 
PAuL M. SorENSEN. 


UNITED STATES TIN CorRP., 
Juneau, Alaska, April 28, 1952. 
Unrrep States TIn Corp., 
Seattle, Wash. 


Dear Jay, HENRY, ET AL.: Enclosed please find copy of Fahrenwald report and 
Bureau of Mines appraisal of it. Have this taken up with executive committee. 

In view of the short time left to us for proving our milling process, I heartily 
agree with Mickey’s suggestion in his last paragraph. We should get Fahren- 
wald, Wells, and DMPA man from D. C. on project in second week of June. I’m 
sure this will do more than anything else to help our cause. 

Unless I hear from executive committee to the contrary I’ll proceed to set up 
a Fahrenwald, Wells, and DMPA trip. 

With best regards, I am 

Very truly yours, 
KENNETH J. Kapow. 


Untrep Srates Tin Corp., 
Juneau, Alaska, April 28, 1952. 
Unitep States Trin Corp., 
Seattle, Wash. 
Dear Jay: It’s O. K. to start paying bills, etc., again. GSA is sending us 
$18,050 and I’ll get $17,100 from Bureau of Mines in a few days. 
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We must set up a separate record for shaft sinking according to our GSA 
contract. I'll send down the money as soon as I get it. I’m a little worried 
about the station wagon showing up on my personal, Juneau office account. They 
may snoop, ete., on it once they figure it out, but I guess it’s O. K. 

Please send my March check as soon as possible and pay all other bills that 
appear O. K., so we can keep our accounts current. 

Yours truly, 
KENNETH J. Kapow. 


UNITED STATES TIN CoRP., 
Juneau, Alaska, May 20, 1952. 
Mr. HaRgry FISCHNALLER, 
United States Tin Corp., Seattle 1, Wash. 

DeaR Harry: Re our phone conversation of yesterday : 

The minute you get the decoments from Lost River Tin Mining Co. and the 
bank, enclose the original and one copy of each and forward with enclosed 
letter to Mittendorf. They promised to act at once on our application. 

See if you can reduce rents from $420 to about $200 on boy’s deal. 

Rush me prices, etc., including shipping charges on 12-ton freezer plus ample 
cooler space. I need to budget it at once. 

With best regards, I am 

Very truly yours, 
KENNETH J. Kapow 


[Furey’s Copy] 
UNITED States Tin Corp. Report No 
(By K. J. Kadow) 


I returned to Juneau, from a trip to Anchorage and Lost River, on the 2d of 
July. I am very pleased with the way the work at Lost River is progressing. 
All plans are progressing according to schedule, and if no unforeseen delays 
occur, all expectations as set forth in my letter to Sorensen under date of April 
16 will be realized. 


PLACER OPERATIONS 


Placer operations got underway in earnest on the 29th of June with the first 
few days’ operation in material that had been worked last year, but which had 
become mixed with good material adjoining it. As soon as this is worked, the 
workings are expected to be very good. Only one sluice box is now in operation, 
but with the arrival of the first boat (scheduled for July 10) two outfits will 
be working. Paul has been instructed to supply weekly reports of the concen- 
trates obtained so that all concerned can follow our progress. Although much 
of the equipment was in very poor condition, it has not materially slowed placer 
operations, since the ground was frozen until the 27th and the first day was 
spent washing down the mill site. Within 2 to 3 days after the arrival of the 
boat, we should be going full blast on placer. Barring unforeseen equipment 
breakdowns, we should have an excellent placer season. However, except for 
one tractor, all equipment is old and cannot be expected to operate all summer 
without breakage. We can only hope such difficulties will not cause serious 
delays. 

In this connection, the tractor parts ordered by Seattle office last March or 
April arrived the day I left Lost River. Likewise, parts for the concentrate 
truck arrived the day before and then were’nt the right things. The mechanic, 
however, worked out a way to make them serve. The tires on the truck were 
no good, but I got two used ones at Nome and had them air-mailed on the 30th. 

The parts problem is so important to our operations that we must discard 
our old unstandardized equipment for new standardized items just as soon as 
we can afford it. No matter how much wishful thinking we may do, our “pile 
of junk” is bound to cost us plenty if we rely on it too much longer 


BUILDINGS 


The buildings on the property were in very bad shape at camp opening this 
year. The bunkhouse and buildings adjacent to it were pushed out of line due 
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to the weight of the snow. Others had to be jacked up and made level. All the 
buildings require considerable attention to make them suitable for winter use 
Paul, Bob, and I have gone over these problems carefully and have already take) 
all steps necessary to meet this problem. Materials have been ordered and work 
is already well under way. An addition to the bunkhouse will be required to 
make it comfortable for sleeping, feeding, and lounging a full complement of men. 

In this connection, all of our good native help have made it clear that they are 
very anxious for year-round employment if they can have their families ‘with 
them. I am still hopeful that we can have some housing for the key natives yet 
this fall, but won’t be sure for several days yet. At the present time their fami- 
lies are living in tents on our property. 


PERSON NEL 


As of the 1st of July, there were 27 employees working at Lost River. This 
includes the bookkeeper and the assayist who arrived at Lost River on the 29th 
along with 2 new tractor operators and 2 new placer hands. The United States 
Bureau of Mines had four men on the job and the United States Geological Survey 
had one. It is expected that Jerry Herdlick will arrive at Lost River about 
July 15 and that Mr. Kelleen, United States Geological Survey, Washington, 
D. C., is expected to arrive before that. As soon as the boat arrives our payroll 
will increase very considerably. 

The morale in the camp is very high. All hands seem happy and satisfied with 
the food and wages. We are now paying $1.50 for common labor, $1.60 for “cat” 
skinners and carpenters and $1.75 for native shift bosses. One of the college 
boys did not fit at all, and after three foremen asked Paul to put him someplace 
else, we had to let him go. He was returned to the States at our expense. Young 
Haley is working out very well. Our placer boss seems to be fitting in O. K., but 
there was considerable question about him at first. Bob performed a yoeman’s 
service in helping him see the light. 

Our plan to use native labor wherever and whenever possible is now in full 
swing. To date, everyone is very pleased with the quality of the native laborers 
we have. They work just as hard and just as well as any white laborer in camp. 
As a matter of fact, I would be worried plenty if we had to rely on white labor. 
With whites you could expect to be unionized at once and also to provide much 
better quarters than we have. With natives these things can and will come 
slower. 

As soon as we get a labor pool on hand to lean on, we feel our labor problems 
will be over for some time to come. Much credit goes to Bob McIntosh and Mrs. 
Tweet for developing a good labor force loyal to our company. Some men turned 
down much higher pay to work for us this year. 

Another summer wé must screen all windows in the bunkhouses to keep out 
the mosquitoes. While they are not bad generally, they are often very bad and 

cause the men to lose their rest. Several spoke to Paul and me about it, and we 
promised to fix it up as soon as possible. 

The cost of boarding the men will be fairly high, but the meals are good and 
the men satisfied. We have an excellent cook in Mr. Kelly. 


MILL 


The mill site has been washed down to bedrock. Nothing more can be done on 
it until the boat arrives with powder and cement. The fact that the sawmill was 
not shipped according to schedule will delay the mill somewhat and will cause 
other problems, including the extravagant use of lumber by the Bureau of Mines. 

The bill design approved by the Board last April will have to be changed very 
considerably because of the fact of land topography. Seventy-five feet fall was 
calculated from topog maps, but actually 53 feet is all that can be obtained in the 
length involved. Paul plans to lower the coarse ore bin and raise the ore to the 
fine ore bin with an elevator. He has already ordered the elevator required. In 
ali other respects the mill will cost about the same as the first one, but its shape 
will be different. If heavy timbers are available, an equipment shop and storage 
facilities can be obtained on the downside of the mill at little extra cost. It is 
badly needed for winter repair of the equipment. Extra lumber, rock wool, 
roofingpaper, nails, and plasterboard or Celotex required for mill construction 
and for winterizing other buildings has been ordered. If they do not make the 
July 11 boat, the result could be serious in the event of an early winter. (Hope 
you make it Harry and Fred.) 
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MINING 


The Bureau of Mines’ men have run into several problems not expected in their 
work. The timbering in the mine is all rotten and is being replaced. This was 
planned on, but the ore is slipping in the vein causing much heavier timbering 
than was anticipated. If the drift stays in the vein, timbering will be very 
expensive and mining quite unsafe. Paul has been discusssing the advisability 
of placing the drift in the foot-wall limestone, and the Bureau of Mines has con- 
curred with his recommendation. According to Paul this will be safer and 
cheaper than the other. However, it will cause a delay in getting the mine open. 
This will not materially affect our operation, but will slow down the Bureau of 
Mines considerably. It will delay our entry into the mine, but Paul is sure he 
can be ready to mine by the time the mill is ready nevertheless. This should be 
in September if all equipment arrives as expected. 

Increasing the mining and milling from 100 to 300 tons daily is not possible 
this year. No further attention is being given to it. 

Likewise, fluorspar recovery is not practical in the ore to be worked this 
coming winter. However, sampling and research will be done to cover this phase 
if and when we can. 

DEVELOPMENT PLANS 


Going on the assumption that we should do all the exploration work possible 
while we have a chance at 90-10 financing for it, I discussed this problem with 
Paul, the Bureau of Mines’ man at Lost River, and USGS man at Lost River. 
All of us agreed on a program that should be looked into, and if possible, sold to 
all concerned. The program involves the following : 

(1) Extension of No. 3 adit up to 1,000 feet, or until values disappear. (Win- 
ter work.) 

(2) Extension of Randt adit to cut intersection of Cassiterite and Ida Bell 
dikes and drifting 200 feet in each direction in Ida Bell lode. This work will in- 
volve about 1,000 feet of new drift most of which can be done in winter months. 

(3) Trenching, and if justified, core drilling of Ida Bell lode. (Northeast of 
Ida Bell adit on both sides of creek.) Summer work only. 

(4) Obtain 1,000 pounds of fluorspar for milling tests this fall. (Sample will 
be shipped in September or before. ) 

(5) Thorough testing of placer grounds in Cassiterite and Lost River junc- 
tion areas, Also benchland. (Probable cost $25,000.) 

Even though all at the mine concur in the above program, I expect real diffi- 
culty in selling it to Lorain and Herdlick. They seem to feel that we should 
go much slower in our exploration program, but we are all going to do our best to 
get their approval of our broader program. If the broader program is approved, 
it will call for $25,000 or $30,000 as the company’s contribution next year. Some 
of this can come as management, equipment, supplies, etc., so our actual outlay 
can be small. Both Paul and I feel that we should get all the exploration work 
that makes any sense done as soon as possible. Please let me have your views 
on the above program as soon as possible. It will be a month or 6 weeks before 
Paul can give a cost estimate for the program outlined. By that time we should 
know what we can get Bureau of Mines to O. K. and what must go by the board 
for another year. 


SUPPLIES 


Great care is being exercised to be sure we lay in adequate supplies of all types 
for the winter. 

Our grocery order is now being explored in detail. Part of the order will be 
given Mrs. Tweet, but most should be purchased in Seattle by bid and shipped on 
the last boat. Paul and I will have an order ready in plenty of time to make 
shipment. 

Oil, gasoline, and grease should probably be purchased this year from Lowman 
Bros., although I feel sure we could do better by having various oil concerns bid 
on it. We will need many thousands of gallons and Lowman’s price is the same 
for big or little quantities. His price delivered to the beach at Lost River in 
our barrels is as follows: 


Stove oil, 26.7 cents per gallon. 
Diesel oil, 27.2 cents per gallon. 
Motor gasoline, 38.6 cents per gallon. 


If barrels are to be furnished by him, the price for them is $4 per barrel. 
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A list of critical machinery parts is also being compiled. This list should be 
filled and on hand at all times. Expensive delays may be avoided in this manner, 


MISCELLANEOUS ITEMS 


Surplus to be used for housing, mining, ete., is still in a liquid state. Can't 
Say yes, and I can’t say no; but where there is a will, there is a way, I hope. 
As of this writing, I believe I will be suecessful in most of our objectives. A week 
or 10 days will give most of the answers. 

Our equipment has been in too poor condition and Paul has been too busy 
getting under way to have accomplished much in the way of road or bridge 
work. Once all the tractors are operating, we will get that program moving, 
Some road work will have to be done before the heavy equipment can be moved 
to the campsite. I hope to obtain a 15B shovel and a 3- or 4cubic yard dump 
truck for use on our road program from ARC. If this equipment can be left for 
our road work, it will be very helpful. 

Enjoyed my visit to Lost River greatly ; and in spite of the obvious handicaps 
of communication and location, I am just as enthusiastic as ever about our future. 
If we can develop a supply system adequate for our needs so as to prevent costly 
shutdowns, I see no reason why we can’t do as well at Lost River as anywhere 
in the United States. I’m ready to buy more stock in United States Tin if anyone 
has any to sell. 

Regards, 
KENNETH J. Kapow. 


JULY 28, 1952. 
Mr. Pau M. Sorenson, 
United States Tin Corp., 
Lost River, Alaska. 


Drak PAuL: I enclose, herewith, a copy of a letter I received this morning 
from Nick in Washington. This letter points out the necessity of us making 
certain types of reports and gives you some insight into the overall matter of 
handling the Washington end of our business. In this morning’s mail I received 
your letter dated July 16. I certainly agree with you that a great deal of con- 
fusion exists concerning our housing program. This is in part my fault, but 
more particularly the result of a complete breakdown in the commitment of 
the Alaska Housing Authority to us. They had promised me that they would 
have 40 huts and 1 large building ready for shipment by the last week in July. 
As you already know, this promise has gone by and our chances of getting 
anything from Dutch Harbor this summer are practically nil, in fact, I have 
and will not renovate in August until I have a chance to talk the whole thing 
over with you. I have on the other hand taken the following steps: 

(1) I have ordered six prefabs, 16 by 26 feet, to be shipped on the next boat 
around the middle of August. I am satisfied these will make that boat O. K. 

(2) I have sent Carl Ellingsen to Nome in an effort to locate some more KD 
panels in that area or to find some other structure suitable for our recreation 
hall. I have given Ellingsen all the information I have which will assist you 
and him in coming up with the right answers in this difficult situation. Ellingsen 
should be in to see you long before you get this letter and is carrying a letter 
from me to you, explaining views. I have asked him to get whatever he takes 
laid down on the beach at Lost River. After that I felt that you and your crew 
could put them up again. If not please make arrangements with Ellingsen 
to supervise this phase of the work also. 

(3) I think you should contact Mrs. Tweet and tell her of the dilemna and 
indicate that we would like to keep the building for our own use this winter, 
but that we will get something over there for her this winter, so that she can 
set up business at Lost River next summer. If you can see some other solution 
to her problem, it is perfectly agreeable with me that you do so, but, by all 
means, put our own needs first. 

(4) I am now doing everything in my power to negotiate with the proper 
authorities for the rest of the timber and buildings. I expect to have it under 
control so that we can move in and get what we need yet this summer or get 
it ready for movement in the wintertime. 

(5) I am asking the Seattle office to send you directly information as to 
whether the taxes have been paid yet or not. I am also referring your para- 
graph concerning a fellow by the name of Muller to Scotty Gibbon for his 
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information and guidance. Anything you learn in connection with that situa- 
tion, please communicate to Scotty at once, sending a copy to me here. 

I realize how tough the assignment we have cut out for you is. Certainly 
this housing mess.is not going to muke it any easier, but I am not too worried 
because I now know that our Lost River operation is in very good hands. If 
there is an answer to our problems, you will find it. Just as soon as our 
youngster arrives, I will be up to see you and will do everything I can to 
relieve the situation. As you well know, I cannot be at two places at once. 
Had I not been camped in Washington, I most certainly would have licked the 
Dutch Harbor deal, but I could not carry on with the absence of funds. As bad 
as the situation is, I do not consider it as tough as the one we licked last year. 
Use Ellingsen in every way possible to help you attain your goal in the housing 
end. You may have to do a little explaining, but you will find him ready, 
willing and reliable. 

Very truly yours, 
KENNETH J. Kapow. 


SUNDAY. 

H1, FoLKs: Made a grand sweep of all problems outstanding. 

Sent a total of eight miners to mire and got a snotty telegram from Sorensen 
about where to put them. If that guy doesn’t watch out he is liable to be look- 
ing for a job. You'd think he was the only one with problems. If he'd lick his 
on schedule I wouldn’t have so damned many. 

Got a promise from the Governor and board of road commissioners that 
I could have 27 miles of rail. Write me at once at Juneau and tell me what is 
a fair price for the rail for mine uses and what is a fair price for it as scrap. 
I'll have to pay for it, but I’m sure I will do OK if I know what it should cost. 
Also quote me prices of rail (new) delivered at Nome or the mine. 

Will get everything I want from Spencer at once. Don’t know the price yet, 
but I’m sure it will be fair. Tuffy and crew will move in next weekend. Will 
get tractors over there at earliest possible time. Will report more fully later. 

Mother and baby doing fine, father working at it. 

Regards to all. 
KEN. 


UNITED STATES TIN Corp., 
Juneau, Alaska, 

DEAR HARRY AND FRED: Please send me your home addresses there are times 
I wish to write you in a personal vein and don’t like sending same to company 
office. 

I think I have just stumbled onto a very good small deal. I learned a few 
weeks ago from M. Lorain that mercury is almost as “hot” as tin and getting 
hotter all the time. United States Government is very interested to get some 
more internal production and will give some very good production contracts. I 
also learned Alaska has some very good mines and was told to go after two in 
particular. It so happens a fellow I know just tied up both of them a few weeks 
ago, but as is so often the case he is broke. I think I can make a good deal 
with him if we want it. Don’t know details. In a few days I'll have all in- 
formation needed. Don’t think it will take more than $20,000 to $25,000 for 
the whole deal with an earning capacity of at least 10 times capital required to 
put the show on the road. 

If either of you are interested let me know at once and I'll go into very 
thoroughly with the group of us in mind. Otherwise I will direct it to others 
that might be interested. This thing according to Lorain can be very good with 
little capital required. I'll let you know full details as soon as I get them. 

Write if interested. 

Ken. 


DecEMBER 1, 1951. 
Dear Bup: Have had several talks with Kadow in Washington. He has ar- 
ranged the future financing, mostly for revolving fund, at just about $5 million. 
Probably on a basis of 300 tons of ore per day, which for the time being, while 
we are in the 2.68 (net after mining losses 2.4 percent) or 7.2 tons of metal as 
contained in about 9.5 tons of concentrates. The value is about $24,800 gross 
Costs of mining, milling, converting, etc., should be well under $5,000 per day, 
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before taxes. Taxes would figure, from a net of $20,000 per day, roughly as 
follows: 


Exemption for depletion, 20 percent of the gross $4, 900 
Depreciation 550 


5, 450 

, 14, 550 
Approximately 40 percent (no excess-profits tax on strategic 

metals) 5, 820 


Total profit after taxes 
Plus the depletion 4, 900 


Total available for dividends, expansion, etc 13, 630 


Am no longer interested, at least at this time, in selling the control. The Goy- 
ernment has stated that they are going to see this through, at least to the extent 
of the $5 million. 

A selling point, just now, is the fact that it looks as though we would be 
immediately splitting the stock on 10 for 1 basis, and I doubt if much stock will 
be sold under $1 for the new stock. 


More dope later, 
Dap. 

The Vice CHarrMan. We will recess 

Mr. Kapow. Recess, or are you stopping here, as far as I am 
concerned ¢ 

The Vice Cuarrman. We are through with you. We will recess 
the committee, to meet again subject to the call of the chairman. 

(Whereupon, at 6: 45] p. m., the committee recessed to reconvene at 

ths call of the C Chair.) 


(x 





